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Chapter |
CHAIRPERSON'SSUMMARY

1 The Expet Meeting on Policies and Programmes for Technology Development and
Madtery, including the Role of FDI examined the policies and programmes that Governments
can condder for the purpose of improving competitiveness and upgrading ther technologica
devdopment: policy changes conducive to moving up the technology ladder, including
transfer of technology; technology development to meet international norms and cetification;
and financid and fiscd measures to promote collective action among inditutions and actors
for “linking, leveraging and learning”.

2. The Secretary-Generd of UNCTAD sad that technology was the key to the
development link between trade and investment, as it offered the means to increase the vaue
added of exports. He noted that trade had long been considered a tool for development, but
that mere increases in exports did not guarantee development unless the value added of
exports also increased. He cited the example of Mexico, where export volumes had tripled in
seven years, but had not laid the foundation for widespread development or an increase in
red wages. A recent sudy of exporting and importing firms in Brazil had reveded that
foreign firms exported 70 per cent more and imported 290 per cent more than domestic firms.
While foreign firms tendency to import might not be invariable, ther export gans might not
be as favourable as they first appeared if they led to a consequent increase in imports. Both
export “qudity” and export “quantity” should therefore command atention. He asked the
experts to concentrate on the heart of the development problem: what are the best policies to
increese vaue-added production? What policies would generae a virtuous cirdle in high-
vaue-added exports and well-paid jobs? He hoped that the conclusons of the Expert Meeting
would advance the preparations for UNCTAD XI on thistheme.

3. A resource person introduced the reports by the secretariat (ssues paper, background
report and case sudies). The presentation defined key terms such as competitive versus
comparaive advantage, and firm versus nationa competitiveness. She summarized the key
drivers of technological development discussed in the issues paper, which the secretariat had
used to andyse technologicd development for competitiveness in the case dudies. Policy
outcomes from those case dudies (Ghana, Mdaysia, Singapore, Tawan Province of China
and Uganda) were summarized. In commenting on the three Asian economies that had
upgraded their technologica capacities, the resource person identified the following factors
as citicd: (@ vigon and commitment of government; (b) skills training; (C) attracting export-
oriented foreign direct invesment (FDI); (d) support for locd indusry (notebly in the
Republic of Korea and Tawan Province of Ching); and (€) locd technologicd efforts in
terms of research and development (R&D). The presentation aso highlighted key conclusons
emaging from the case dudies the exigence of interrdaionships between drivers, giving
rise to the need for early and concerted policies across a variety of policy fronts, and the
importance of baanced incentives for different actors. In generd, it is better for countries to
do moderately well across dl drivers, rather than outstandingly wel on some drivers, but
badly on others.
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1 Main challenges and responses for technology development and mastery

4, The paticipants identified the man chalenges and responses for  technology
development and mastery as described below.

Necessity of good governance

5. Successful  technology development and mastery for competitiveness require good
governance in order to identify and target appropriate policies, to take early and concerted
action, and to edablish virtuous, sdf-reinforcing circles across an integrated range of policy
fronts, including human resource development, R&D, investment promotion and production
cgpabilities.

6. To facilitate good governance, paticulaly the coordination of competitiveness
policies among minidries, a specific body or inditution should be charged with collecting
information, benchmarking and formulaing a naiond vison and draegy for
competitiveness. Such a vison and drategy should be founded o smart partnerships between
the public and private sectors, with the Government as the facilitator and the private sector as
the driver.

Interrelated technology drivers

7. Key drivers of technology development are interrdated. For example, advanced
human capitd and <kills traning are integrd to R&D efforts, to interndizing technologies
embodied within FDI and to utilizing paents and licences Similaly, the new technologies
embodied within R&D, FDI and licenang themsdves introduce and develop new and varied
skills. Feedback effects between drivers mean that, when addressed together, drivers can be
mutudly reinforcing. When formulating policies for competitiveness, Governments need to
consder a sat of severa interrelated policies rather than isolated or digointed ad hoc policies.
Coordinated efforts are needed across the different policy fronts to maximize their joint

impacts.
Equal treatment for foreign and local enterprises

8. Bdanced efforts are needed to support both foreign investors and locad enterprises
because without a strong business sector to act as a partner, supplier and customer, the
podstive potentia of trade, investment and technology transfer cannot be redized. Locd
enterprises can be divided into those creasted by opportunity entrepreneurs and those created
by necessty entrepreneurs, with different needs and hence different policy implications.
Governments need to formulate policies to target suitable foreign investors and to strengthen
their local entrepreneursto partner with them.

Technology infrastructure

9. Countries a dl levds of devedopment need to support technologicd activity by
enterprises, dthough the baance of messures differs. Each country needs an efficient
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technology infrastructure, composed of MSTQ (metrology, standards, testing and quality)
inditutions, R&D support inditutions, and busness savices for smal and medium-szed
enterprisess (SMEs). The role of R&D increases with the level of industrid development.
While R&D is caried out by some enterprises, public R&D inditutions and universities can
play a critical role by conducting basc resesarch and providing specidized knowledge inputs.
Deveoping countries should drengthen the technologicd activities of dl enterprises in
SMEs through proactive extenson services and productivity centres, and in large enterprises
by encouraging and financing R&D (paticularly applied deveopment rather than pure
research).

10. Intellectud property rights (IPRs) have different implications for countries at different
levels of devdopment. On baance, countries that are dating to innovate benefit from
sronger IPRs. Countries that do not innovate - most low-income countries — pay a price for
drengthening IPRs while ganing litle There may be a case for differenticting the
goplication of strong IPRs by levels of economic and technologica development.

ills devel opment

11. Moving up the technology ladder requires an adequatedly skilled labour force that can
learn to use and adapt new technologies. To develop the necessary skills, Governments must
inves in both a sound base of primary/secondary education and the specidized <kills
essentid to the business sector. They can enlist the help of the private sector to develop the
skills that are needed for competitiveness. This will ease the resource burden of providing for
kills traning and ensure that it is demand-driven. Governments can form partnerships with
the private sector and industry associations to provide specidized sKills training. They can
provide infrastructure and reated incentives (for buildings and equipment) while the private
sector provides skills centres management, training manuas and ingructors. Outsourcing to
the private sector will hdp ensure training in those vauable sKills required by the commercid
sector. Such training should be given on afee basis. Building capabilities needs support.

Role of FDI

12.  There are different types of FDI with different characteritics and impacts, according
to source, sector and destination. According to the World Investment Report 2001, 60 per cent
of FDI going to Asan countries was in the manufacturing sector, wherees FDI going to
Africa and Latin America was resource- and service-based. It is important to target better-
quaity, technology-intendave FDI. Whils recognizing the criticd role of resource
endowments in determining the nature of FDI and its impact on and within an economy,
Governments need to design and implement policies and an investment framework to
upgrade the nature of FDI entering their economies. They should pay paticular atention to
foreign invedors ability and willingness to trander learning, <skills and technology.
Investment promotion agencies can play criticd roles in targeting and aitracting suitable
types of FDI that will increase loca processing capabilities and hence value added.
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Infrastructure

13. Despite pressures to develop rura infrastructure within poverty reduction drategies
and Millennium Development Gods, there is dill a need to provide business infrastructure,
paticulaly in trangport, power, communications, and information and communication
technologies (ICTs), for the SME sector. Governments need to recognize the importance of
infrastructure for the productive activities of the busness and SME sectors, and to make a
commitment to balanced infrastructure investment.

Collective action

14.  There is a convincing case for support for collective action in building linkages
between different economic actors and a drong inditutiona framework for technologica
development. Export processing zones (EPZs) have proved successful in promoting exports,
innovation and linkages between suppliers, producers, vendors and digtributors. Incubators
have been successful in hdping dart-ups with venture capital and ongoing financing through
their difficult initid phase. Clugers have been successful in helping established enterprises
meset externa requirements in terms of scae and qudity.

I ncentives

15. The evidence suggests that financid grants and fiscal incentives can have greater
impact on SMEs then transnationd corporations (TNCs). Similarly, financid incentives are
likdy to be more usgful to SMEs than fiscd incentives, particulaly for technology
upgrading. Therefore, Governments need to take into account their countries endowments
and the dructure of the economy and productive activities in designing incentive policies.
They need to ensure that they sdect the gppropriate financia and fiscd incentives, according
to their objectives, revenues and industrid and entrepreneurial base. Short-term fisca fixes
for budgetary deficits should not be achieved a the expense of the long-term hedth of the
commerciad and productive sectors.

WTO reforms

16.  Governments should consder bringing back nonactionable subsdies for R&D and
disadvantaged regions within the WTO Agreement on Subsdies and Countervailing
Measures. These subsidies could be broadened to cover product diversfication, the SME
sector and dl new technologies, not just environmentally friendly ones.

Role of the international community

17.  Successful technology development requires condderable public and privae
investment. Some countries, particularly LDCs have limited resources and need support from
the internationd community. At the same time the naiond scope for drategies for
competitiveness is being reduced by vaious internationd commitments The internationd
community needs to give developing countries more time to use nationd policies and
measures to climb the technology ladder.
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Future actions

18. The fdlowing future actions by internationd organizations could further technology
development and magtery:

UNCTAD and UNIDO should cooperate to edtablish a common postion on
competitiveness, what drives it and how to measure it; and collect “international best
practices’ and make them available to developing countries. This could be done within
the context of investment policy reviews.

UNCTAD should continue to promote best practices in business sills development for
SMEs both through public- private partnerships and through its EMPRETEC programme.
UNCTAD, through its Commisson on Science and Technology for Development, should
contact the national focad points for technology development and bring to their attention
the results of the Expert Meeting through the eectronic network STDev.

UNCTAD, within its FDI policy andydss, should identify those ways in which TNCs can
have a more postive impact on deveopment, particularly helping locad enterprises to
climb the technology ladder.

UNCTAD should undertake more research on the most cod-effective incentives for
SMEs to upgrade and master technology.

UNCTAD should continue to andyse the coherence between WTO requirements and
competitiveness policies,

2. M easur es of competitiveness

19. A represetaive of the United Nations Industrid Development Organization
introduced the andytica framework of the Industrid Development Scoreboard (IDS). He
distinguished between the peformance criteria of competitive industrid performance (CIP)
(exports, share of medium- and high-tech exports, manufacturing vaue-added (MVA), share
of medium and high-tech MVA) and the drivers or capabilities of CIP (skills, R&D, FDI,
roydties and licensing, infrastructure). He highlighted the uses of the IDS as a diagnogtic tool
for benchmarking indudria performance and capabilities As such, it could give vauable
guidance to policy makers in developing countries. He presented an andyss of country
changes in CIP between 1985 and 1998, categorizing countries as “winners’ and “losers’ on
the bass of changes in therr reative rankings (1985- 1998) and comparing this to ther
absolute scores on the CIP Index. Some over-peformers managed to insert themselves into
globd supply chains via FDI. Under-performers had not managed to mobilize the resources
for ills devdopment or supporting local enterprises, and had not attracted significant FDI.
As a result, a number of countries were regressing down the technological ladder and were
de-indudridizing.

20. Discussions focused on the use of benchmarking as a useful departure point for policy
andyss and for tracking progress and the impact and influence of policies. The sdection of
rdlevant indicators posed problems. For example, the use of eectricity and telephone
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mainlines may not be representative indicators for other types of infrastructure (freight, roads,
transport).

21. There is an important difference between absolute and relative indices. Countries
absolute scores can improve, but their relative rankings may dill dip (the case of “running to
dgand 4ill”) in redion to other countries. Ultimatdy, however, it is countries redive
rankings that matter most, since (a) competitiveness is a relative concept: what matters is how
countries perform in manufacturing and export markets, compared with other countries, and
(b) absolute scores mean different things at different ends of the didtribution of index scores.
For example, a the tails of the distribution, countries may need huge improvements in scores
to change rankings. In the middle of the digtribution, where countries tend to bunch together,
only smal changes in absolute scores may result in alarge change in rankings.

22.  The experts recognized, findly, that benchmarking was a useful tool, but not an end
initsdlf, and that it should be used to better inform policy-making.

3. Drivers of technology development: How Asia got ahead

23. Discussons were organized around four panel presentations. Two case studies were
presented, one each for Maayda and Indonesa. The Madaysan drategy was based on
attracting export-oriented FDI. In the last 30 years, Mdaysa has created EPZs and incentive
schemes for TNCs and locd enterprises. FDI has generated local business opportunities that
have grown over time. The locd manufacturing base has been drengthened by spillover
effects of former TNC employees darting ther own companies and by TNCs themsdves
garting loca companies. Findly, a locd manufacturing base has been created that has been
able to sarvice the TNCs globdly, as wdl as expand into the Adan region itsdf. The reach
and the sophidication of SMEs operating in Mdaysa have made them tota solution
suppliers.

24.  The Mdaysan draegy for export competitiveness has comprised the following key
components.

Government vison and commitment: the Government convinced the private sector that it
was a credible partner and able to ddliver on long-term commitments, and has acted as a
fecilitator, while dlowing the private sector to drive productive activities,

Attracting of FDI to solve unemployment problems;

Smart partnerships. between the public and private sectors for skills development and for
grengthening loca enterprises  through various "hand-holding” schemes and busness
linkage programmes,

Incentive schemes. these crested a compelling reason why the private sector should
support the development objectives of Maaysia; matching grants were used so that the
incentives were not Smply "hand-outs'.

25. Madaysa intends to continue its "smat patnerships’ with the private sector, to
encourage Maaysan enterprises to engage in "coopetition” (cooperation plus competition)
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and to invest heavily in ICTs. The presenter identified the main chdlenges facing Mdaysa as
meeting the <kills gaps caused by continuous advances in technology, formulating exit
policies to ded with outflows of FDI, and combining the different objectives of the public
and private sectors for awin-win stuation.

26.  An expet from Indonesia described the organizationd sructure and outlined the legd
framework and adminidrative sysem of scence and technology policy in Indonesa
Indonesia is coordinating its science and technology policy through the Ministry of Research
and Technology. It has deveoped a number of incentive schemes to encourage the
commercidization of technology from inception of the idea to the meturity of the enterprise.
These incentives cover basic and applied research, and partnership programmes, as wdl as
management and intellectud property rights. KATALIS (technology catdyst) is one of the
new schemes aimed at fadilitating research and development of idess into bankable products.
Furthermore, commercid products with business plans are supported through incentive
programmes to become dart-up companies. The expat dso highlighted the important
function of incubators in facilitating commercidization.

27.  Two other pandligs gave overviews of how Ada got ahead. One described East Asa
as the most dynamic region in the developing world in production and in exports, especidly
in nonresource-based manufactures. In paticular, East Ada has nine out of the tweve
developing world exporters, providing 90 per cent of developing world exports. East Asian
tigers have followed different drategies to achieve export competitiveness some have rdied
on externd drivers such as FDI (Hong Kong (China), Malaysia and Singapore), while others
have relied on interna drivers such as ther own technologicd effort and support to locd
enterprise (Republic of Korea and Taiwan Province of Chind). However, these drategies
were being modified because competitiveness policies now promoted both internd and
externd drivers (i.e. FDI and support to local enterprises).

28. The factors that contributed to the East Asan success dory included good
governance, with long-term vison and commitment, sdective indudrid policies and good
luck. It was observed that East Asan tigers had succeeded in getting ahead because they had
built locd capabilities and were able to use exiding technologies effectivdy. Agan, different
drategies had been used: some had used FDI to build locd capabilities, while others had
protected domestic industry to do so. Building loca capecity entailed not just educating
workers, but dso invesing in R&D. In summary, it seemed that the East Adan economies
were able to ddiver on macroeconomic fundamentas as well as focus on microeconomic
improvements to build up their competitive advantages.

29. The chdlenge facing the experts was to identify which policies were replicable and
whether they would have the same effect under changing economic conditions (such as the
end of the semi-conductor boom, the emergence of China, WTO requirements, €tc). In
particular, the rest of the developing world lacks some of the critical resources, for example
skilled manpower and FDI flows In addition, few developing countries are mounting the
loca technologicd effort needed to upgrade their technological capabilities. This makes it
difficult for them to plug into globd supply chans, as did the East Adan tigers. The pandligt
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a0 noted the difference in the composition of FDI that went to the East Adan tigers and that
which went to the rest of the developing world. FDI flowing to East Asa went to the
manufacturing sector, whereas for many other devedoping countries it went largely to the
primary and tertiary sectors. This type of investment has fewer spillover effects in terms of
technology deveopment or diversfying the economy. Thus FDI-targeting policies are
critical and one of the few tools of industrid policy left under the WTO requirements.

30.  The resource prsons and experts spoke at length of the challenge posed by China and
its ability to attract vast amounts of FDI. One argued that China is in a class of its own,
combining eements of each of three drategies as well as its own unique characterigtics, such
as low wages and a “reserve amy” of labour, highly productive labour, a massve loca
market, and s0 forth. The Chinese Government has used its advantages very efficiently to
increase export competitiveness and upgrade technology, thus posing a serious competitive
chdlenge to other developing countries in the region. There was a chance that China would
adso take over the most dynamic sectors of the globa market. Given the chalenge that China
posed, developing countries needed to upgrade faster, to identify their market niches and to
cregte incentive schemes that would enable foreign and local enterprises to fill those niches.
Good governance and the ability of the Government to respond and to implement the right
type of policies to cadyse the private sector were the critica factor in this regard. Another
resource person noted that this was not a one-time push but a continuing process of desgning
caching-up policies to enhance firmlevd compdtitiveness. The Asan countries had
followed an aggregate productivity gpproach prioritizing three types of inputs. skilled [abour,
infrastructure and technology absorption.

31 East Ada could continue to meet the globa chdlenges through improvements in good
governance and the development of domestic and regiona long-term finance for investment.
It was noted that the growth of the private sector reduces the role of the public sector without
counterproductive privatization shocks. A resource person suggested that countries can ill
engage in SHective indudrid policies, such as targeting certain kinds of FDI, supporting loca
SMEs and subsdizing R&D. These were 4ill dlowable under WTO rules. He aso indicated
aess for future public- private patnerships paticulally in ICT infrastructure, business
linkages and mobilization of savings for investment.

4, Driversof technology development: Africaand Latin America

32. A second paned compared the experiences of Africa and Latin America in dimbing
the technology ladder. Two case studies were presented - for Mauritius and the United
Republic of Tanzania - and an update was given on Brazil's new policy towards science and
technology. The expert from Mauritius drew aitention to the limitations of the Asan modd
for Africa and suggested that Mauritius experience was more relevant for African countries.
The key drivers for advancing technological capabilities in Mauritius included solid
indtitutional  support, long-term  invesments in  traning and human resources, nationd
commitment to technology development based on FDI, wise imitaion and origind design
and manufacture (ODM). Strategic private- public partnerships were essentid in promoting
technology. He suggested that policies for technologica upgrading in Africa should involve a
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resource-sharing gpproach, and he illudrated this gpproach with Mauritius  successful
experience of technology diffuson schemes technology incubators and cudering (in
paticular in agro-indugtry, ICT, textiles and footwear) for technologica upgrading for SMEs.
He recommended naiond partnerships, “liberdization plus’ and cuders as means of
promoting technology development. Findly, he highlighted the chdlenge posed by China to
African countries trade, especidly in the textile and appardl trade.

33. A resource person presented the case of the United Republic of Tanzania, another
African country whose indudtrid performance has been disgppointing. Although the country
had achieved macro-gability (as dictated by the World Bank), private sector development
had not followed. Manufacturing vaue-added was only 7.5 per cent in 2000. The expert
noted tha dthough the United Republic of Tanzania had had sgnificant industria growth
rates during the second haf of the 1990s its indudrid base remains very low. The
manufacturing sector has not been able to increase employment, and wages in manufacturing
remain very low. The resource person gave four economic reasons for the United Republic of
Tanzania s poor industria performance:

The country’s private sector does not have the capabilities (i.e. skills and technology) to
take advantage of sectors of comparative advantage (e.g. agro-processing indudtries). The
evidence is that the sector's inability to trandform agricultura inputs into basc agro-
processed products has led to post-harvest losses of around 25 to 40 per cent in the fruit
and fish indudries. Moreover, the United Republic of Tanzania has a pogtive trade
balance in unprocessed food exports and a negative trade balance in processed food
exports.

Trade liberdization and regiond integration have not triggered indudtria growth. Trade
agreements have reinforced the United Republic of Tanzanias role as an exporter of
primay and very low vaue-added manufactures. This is more dgnificant in the Southern
Africen Deveopment Corporation, given the differences in the sophidication and
maturity of members manufacturing sectors.

The United Republic of Tanzanids manufacturing has not plugged into globa production
gysems, and is therefore not benefiting from the transfer of technology. FDI inflows
reman very low ($193 million in 2000) and mog of them have not gone into
manufacturing.

The country lacks the dynamic technology-based SMEs that undertake innovation and
demand highly qudified daff. It has few growth-oriented SMEs (which are often run by
non-Africans) and many survivalist microenterprises.

34. The resource person dso emphaszed the importance of defining the country’s
indugtrid vison (short-, medium- and long-term goas) on the bads of a thorough indudtrid
asessment usng benchmarking exercises to find mgor bottlenecks in indudrid activity; find
competitive drengths to be exploited (eg. low wages, high skill leve); and identify sectors
with growth potentid (“picking winners’). This can hdp developing countries define the kind
of technology and skills to be developed, and FDI to be atracted. Thus, capability building is
faster and more cost-€ffective.
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35. A resource person outlined the new approach that Brazil is gpplying to science and
technology policies to ensure that they contribute to socia development, poverty reduction,
socid incdudon, wedth cregtion and didribution. Although Brazil has strong traditions in
academic and scientific research, it is generdly the largest Brazilian companies, the TNCs
and the developed countries that benefit from this research. Loca enterprises had generdly
not been able to invest in R&D and had usudly purchased technology from abroad. The man
thrux of the new scence and technology policies involves decentrdization of federd
funding, so that investments may be directed to areas tha were previoudy outsde the R&D
sysem; the popularization of science, so that it acquires political sgnificance and socid
relevance to dl segments of society; srengthening science teaching in schools, and creation
of loca productive chans with a technology focus through “regiond productive
arrangements’. The resource person emphasized the importance of a stable macroeconomic
environment and reasonable interest rates in promoting  investments in  technology.
International  regulatory frameworks adso need to dlow flexibility in desgning naiond
drategies. Ladly, the resource person noted that Brazil remains firmly committed to the Doha
trade round, paticulaly as a means of promoting liberdization in sectors in which
developing countries have grester competitive advantages.

36.  Another resource person described how clusters and vaue chains can be used to
upgrade SMEs in Lain America. He defined clusters as spatid concentrations of speciaized
firms benefiting from collective efficiency, extend economies and joint actions Some
clusters had aso managed to enter globd vaue chains and thus engage in both horizonta and
verticd networking. He defined upgrading as innovation to increase vaue added in the vaue
chain (applicable to processes, products and functions or between sectors). He described case
dudies for different types of clusers in severd Latin American countries. From the case
dudies he concluded that collective efficiency and partnerships may enhance the upgrading
of SMEs He identified policy implications of promoting linkages between firms and
grengthening the loca postion within vaue chains. Some TNCs, he observed, were less
interested in fogtering learning and trandferring technology or knowledge to SME partners. In
al sectors, but especidly in traditiona manufacturing, it was essentid to ensure condgstency
between micro-support policies and the overdl macroeconomic framework since
macroeconomic ingability could reverse micro successes.

5. Entrepreneur ship and competitiveness

37. A third pand examined the interrdationships between entrepreneurid activity,
economic growth and competitiveness. The darting point was the Globa Entrepreneurship
Monitor (GEM), a survey of entrepreneurid activity in 37 countries. One objective of the
urvey was to explore the reationship between entrepreneurid activity and growth and, if
there was a pogtive rdationship, to identify policies tha could be used to dimulate
entrepreneuria  activity. There was an overwhemingly postive corrdation between the two.
All countries with high entrepreneurid activity enjoyed growth. The highest rates were found
in the Asan developing countries and Latin America, whereas the lowest rates were in the
mature Asan countries and countries in trangtion. The results were explained by the fact that
entrepreneurs can be divided into necessity entrepreneurs (those that have no other option)
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and opportunity entrepreneurs (those that percelve a business opportunity and elect to dart a
business). What this means for policy makers is that they must design policies for both types
of entrepreneurs.

38. The pand examined a subset of entrepreneurs - those with high potentid who have
the best chances of providing more jobs, exports and new market niches. It was noted that
high-potentia new ventures were both important and rdatively rare. For example, in Finland
1 per cent of the high-growth firms contributed 35 per cent of employment growth and 44 per
cent of sdes growth among Finnish “gezdles’ (high-growth ventures). The GEM survey
found that only 10 per cent of dtart-up attempts am to grow to a sze of 19 employees or
more in five years time. Also, they intend to export and to use a new technology. High-
potentia entrepreneurs are found mogtly in Europe, in the so-cdled former British afiliates
(Audrdia, Canada, New Zedand, South Africa and United States of America) and in Adan
developing countries. High-potentia dart-up activity is pogtively corrdated with indices of
internationa  competitiveness. The good news is that this high-potentid activity appears to
regpond to policy, and thus nationd entrepreneurship policies need to be differentiated
according to policy objectives such as export competitiveness. Policies must be sdlective and
the incentives must be right.

39. The interegiond adviser for enterprise devedopment presented UNCTAD’S
progranme for high-potentia entrepreneurs. It offers them a one-stop shop for business
services and access to financid services. It is highly sdlective and out of 250,000 gpplicants
only 60,000 have been accepted for training. The badic training develops the most important
entrepreneurial characteristics, since entrepreneurs can be trained. It supports another finding
from the GEM research, namely that entrepreneurs need assstance to identify and ded with
busi ness opportunities.

6. Policy options for competitiveness and their consistency with international
commitments

40. The expets discussons concluded with consderation of the coherence between
nationa drategies for technology deveopment and internationa commitments. One expert
noted tha the focus of competitiveness policies is on technology capecity building. FDI can
play a role in this context, and it is important for countries to start attracting knowledge-
intensdve FDI raher than just capitd-intensve FDI. The evidence is clear that much of the
learning from FDI that has benefited host economies comes from operaiond activities,
traning, and modifications and adaptations of plant and equipment. Targeting the right FDI is
thus essentid for developing economies.

41. The expet added tha the role of government in srengthening loca and nationd
innovation sysems should go beyond the provison of basc infrastructure. Government
support should dso take the form of financid incentives and subsdies, including measures
for building patnerships among those engaged in R&D, incduding univerdties, inditutes and
enterprises.
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42.  Ancother expet described the importance of public- private partnerships in nationd
systems of innovation. He emphasized that after the cold war private sector R&D expenditure
took off and now exceeds that financed by Governments. Previoudy, most technology
breskthroughs had originated in the defence sector. Now there was a reversal and most
breskthroughs originated in the private sector. The current R&D portfolio has dso shifted
from sectors such as eectricd and mechanica engineering, geologicd sciences, physics and
chemidry to compuer, medical and biologica sciences. The expert dated that, properly
congructed, operated and evduated, partnerships can provide an effective means of
accderating commercidization and bringing products from the |aboratory to the market.

43. A representative of the WTO congdered the implications of WTO rules for the
technology policies identified by the experts. What emerged was that very few of the policies
were completely immune to the risk of countervaling messures, especidly if they were
gpecific and resulted in increased exports that affected someone else's market. However, the
posshility of another country bringing a case to the WTO was uncertain, snce it might be
difficult to demondrate that a subsdy had caused damage to an industry in another country.
The case was more clear-cut for export subsdies and loca content rules that were clearly
prohibited by the Agreement on Subsidies and Countervailing Measures. However, export
promotion subsdies were dlowable for the lowest-income countries. Also, horizontd
subsdies targeted to SMEs were generdly alowable for al countries under the agreement.
He aso noted that other WTO agreements, especidly the Agreement on Trade-Related
Investment Measures, were relevant to technology and FDI palicies.

44, Proposals for modifying certain WTO rules are being tabled in preparation for the
Cancin Minigerid Conference. There are a number of things that developing countries can
do to build compstitiveness. In Doha it was agreed tha it was necessary to improve and
darify the Agreement on Subsdies and Countervalling Messures. There is thus a golden
opportunity to introduce new proposals that would enable developing countries to pursue
nationa drategies for competitiveness. So far, the overwhedming mgority of proposas have
been submitted by countries belonging to the Organisation for Economic Co-operation and
Development. Developing countries, on the other hand, have made very few proposas and
now risk losing the opportunity to submit proposals that would secure their nationd policy
gpace. A notable exception is a proposad by Cuba and Venezuela to reintroduce the category
of nonactionable subsdies into the ASCM (applying only to developing countries) and to
expand it to include subsidies for product diversfication.
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Chapter 11

ORGANIZATIONAL MATTERS

A. Convening of the Expert Meeting

45.  The Expet Meeting on Policies and Programmes for Technology Development and
Magtery, including the Role of FDI was hdld a the Pdais des Nations, Geneva, from 16 to 18
July 2003.

B. Election of officers
(Agendaitem 1)

46. At its opening medting, the Expert Meeting eected the following officers to serve on
its bureau:

Chairperson: Mr. Vasan Appanah (Mauritius)
Vice-Chairperson-cum-Rapporteur: Mr. Paul Reynolds (United States of America)

C. Adoption of the agenda and organization of work
(Agendaitem 2)

47. At the same mesting, the Expert Meeting adopted the provisona agenda circulated in
document TD/B/COM.3/EM.18/1. The agendafor the Meseting was thus as follows:

1 Election of officers

2. Adoption of the agenda and organization of work

3. Policies and programmes for technology development and mastery, including
the role of FDI

4, Adoption of the report of the Meeting

D. Documentation

48.  For its congderation of the substantive agenda item, the Expert Mesting had before it
a note by the UNCTAD secretariat entitled “Policies and programmes for technology
development and mastery, including the role of FDI” (TD/B/COM.3/EM.18/2).
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E. Adoption of thereport of the Meeting
(Agendaitem 4)

49. At its dosng meeting, the Expert Meeting authorized the Rapporteur to prepare the
find report of the Meeting under the authority of the Chairperson.
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Annex

ATTENDANCE "

1 Experts from the following States members of UNCTAD attended the Mesting:

Angola Mauritius
Bangladesh Mexico

Barbados Mozambique
Cameroon Netherlands

China Panama

Cuba Russian Federation
Ecuador Serbia and Montenegro
France South Africa

Ghana Switzerland
Indonesa Syrian Arab Republic
Jordan Trinidad and Tobago
Lebanon Turkey

M adagascar Venezuda

Mdaysa Zambia

2. The following intergovernmenta organizations were represented a the Meeting:

African, Caribbean and Pacific Group of States
Asan-African Legd Consultative Committee
European Commission

3. Thefollowing United Nations agency was represented at the Meeting:

United Nations Economic Commission for Europe

4, The following specidized agency and related organization were represented at the
Mesting:

United Nations Industrid Development Organization
World Trade Organization

5. The following norn-governmenta organizations were represented at the Meeting:

General Category

" For the list of participants, see TD/B/COM.3/EM.18/INF.1.
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Internationa Confederation of Free Trade Unions
Internationa Council of Environmenta Law
World Federation of Trade Unions

The following soecid invitees atended the Mesting:

Mrs. Simona Morachioli, I1tituto per la Promozione Indudtriale, Rome, Italy

Mr. Xavier Petit, University of Lyon, Lyon, France

M. Yves Regez, Ingénieurs du monde, Lausanne, Suisse

M. Léon-Augudtin Tasd, Chef de service Direction de la promotion commercide du
devé oppement industrid et commercid, Y aoundé, Cameroun

Mme Claire Thuadet, Direction des Nations Unies, Sous-direction des Affares
économiques, Ministere des affaires étrangéres, Paris, France

Mr. Laszdlo Zilaa SME Promotion Department, Ministry of Economy and Transport,
Budapest, Hungary

The following resource persons attended the Meeting:

Mr. Guilherme de Aguiar Peatriota, Head, Science and Technology Divison, Ministry
of Externd Relations, Brasllia, Brazil
Mr. Manue Albdadgo, Queen Elizabeth House, Universty of Oxford, United

Kingdom

Mr. Erkko Autio, Professor, Inditute of Strategy and Internationd Business, TKKK,
Espoo, Finland

Ms. Philippa Caherine Biggs, Economist, Former UNCTAD Consultant, Sevenoaks,
United Kingdom

Dr. Christopher Hayter, Technology and Innovation, The National Academies,
Washington DC, United States of America

Mr. Sanjaya Lal, Professor, University of Oxford, United Kingdom

Mr. Carlo Retrobdli, Professor, Internationa Economics, Universty of Rome, Rome,
Italy

Mr. Victor Luiz do Prado, World Trade Organization, Geneva, Switzerland

Prof. Rgjah Rasiah, United Nations University/INTECH, Maastricht, Netherlands

Mr. Paul D. Reynolds, Professor, London Business School, London, United Kingdom

Mr. Eduardo Tarrago, International Coordinator of the Empretec Programme, Geneva,
Switzerland



