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I NTRODUCTI ON

1. The Conmmi ssion on Enterprise, Business Facilitation and Devel opnment,
during its first session which was held from 20 to 24 January 1997, conducted
an in-depth discussion and exchange of views on the basis of the documentation
prepared and the presentations nmade by the secretariat on agenda item 4,
entitled "Services infrastructure for devel opnent and trade efficiency". The
Conmi ssi on recogni zed the inportance of continuing the work called for at UNCTAD
IX by "A Partnership for Gowh and Devel opnent” (TD/ 370), building upon the
Col umbus M nisterial Declaration in the areas of services infrastructure for
devel opnent and trade efficiency. In adopting its agreed conclusions at its
first session, the Commi ssion considered that the work of the secretariat in
the areas of telecomunications, transport, custons, banking and insurance,
busi ness practices/trade facilitation, business information, transit, human
resources devel opnent and |egal issues should be pursued in an integrated
fashion, so as to maxim ze the synergies and econoni es of scale which my be
identified between these areas. The Conmi ssion thus provided guidelines and
set priorities for the work of the secretariat for its second session

2. In this context, the Comm ssion requested the secretariat to provide an
evaluation of the Trade Point Progranme-including the extent of t he
inter-operability of Trade Points, to prepare an information note on the basis
of a cost benefit-analysis of practical ways and neans to ensure the |ega
protection of the Trade Point and G obal Trade Point network names and | ogos
and to prepare an interim report on which a trade efficiency assessnment
exerci se could be organized. The Commission also stressed the inportance of
pursui ng and deepeni ng cooper ation between UNCTAD and ot her organs of the United
Nati ons system and speci al i zed agenci es and requested the Secretariat to provide
a report on the extent of such cooperation

3. It also decided to consider at its second session the contribution that
infrastructure services can nake to the informal sector and the devel opment of
mcro-enterprises. Since the Conmssion will be considering the above issue for
the first tinme, the first section of the present docunent is devoted to a
progress report on the activities initiated by the UNCTAD secretariat to
contribute to the devel opment of infrastructure services specifically designed
to assist the infornmal sector and to pronote the developnent of
m cro-enterprises.

4, The second section of the docunment covers the other four sub-itens on the
Conmi ssion’ s agenda, nanely: (1) trade efficiency strategy; (2) |egal dinensions
of the Trade Point programre; (3) inter-institutional cooperation in the field
of trade efficiency;, and (4) trade efficiency assessnent. The Trade Point
strategy and the nost recent evaluation of Trade Points’ activities are covered
in greater detail in a separate docunent, the Trade Point Review. The issue of
a trade efficiency assessment nethodology is addressed in docunment
TD/ B/ COM 3/ 10/ Add. 1.

I . NEW SERVI CES FOR DEVELOPMENT

"...The aimwill be to bring nore of the world s poor into the expandi ng zone
of opportunity, by increasing the conditions for donestic and internationa
i nvestment, job creation and peopl e-driven and peopl e-centred devel opnent "

Kofi Annan, Secretary-Ceneral of the United Nations
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1. Backgr ound
5. The UNDP Hunan devel opnent Report 1996 estinmates that a third of the world
popul ation - 1.3 billion people - lives in poverty. The poor tend to earn their
living in what is known as the "infornmal sector” and this represents both a
chal | enge and an opportunity for developnent. It is a challenge to ensure that

peopl e who work in the informal sector are not condemmed to social exclusion in
the context of a gl obalized econony dom nated by market forces where the order
of the day is conpetition, profit, efficiency, know edge and technology. It is
an opportunity because it is a dormant productive force that can constitute an
i mportant engine for growh. The inherent energy of this force should not be
neglected, as it is fueled by the struggle to survive.

6. M croenterprise, with its flexibility and rapid response to growth
opportunities, is rapidly enmerging as an inportant tool in the efforts to
all eviate poverty. The devel opnent and growth of mcroenterprises require the
avai lability of and access to adequate |ocal support services which in nost
devel oping countries are currently limted and do not address the specific needs
of this sector. These services range from business advice, marketing and
training to financial services such as credit, savings and insurance. The
weaknesses in the necessary services infrastructure are why many potentially
i ncome-generating, job-creating mcroenterprises never takeoff.

“Over 500 million of the world's economically active poor run profitable micro and small
businesses. Fewer than 2 percent of these low income entrepreneurs have access to financial

services other than money lenders” .
The Consultative Group to Assist the Poorest

7. The secretariat’s strategy has been to identify areas where UNCTAD has a
conparative advantage and can contribute in a practical manner to fulfilling the
needs of the informal sector. One such area has been to pronote the organi zation
of an international mcrofinance market, which is covered in this paper. O her
practical initiatives conducive to the devel opnent of services infrastructure
for the informal sector, such as mcrobusiness points and mcroinsurance
schenes, are currently being explored and, once field-tested, will be reported
to the Conmi ssion.

8. Al t hough there are many initiatives by both NGO and internationa
organi zations to deliver mcrocredit services and while the demand for such
services is growi ng (potential demand estimted at 120 billion USD), the funds

feeding into these services (nore than 50 percent from donors) are limted and
even shrinking (according to CECD DAC report, from 1992 to 1995 net ODA fell by
14 percent in real terns). There is therefore a need for the mcrocredit
providers to access private funds and tap into international financial narkets.

9. UNCTAD, through the establishnent of a private fund in Luxenbourg,
announced during UNCTAD | X by the Governnent of Luxenbourg and designed to
invest in mcrofinance, has proven its ability to act as a catalyst in pronoting
private sector participation in making microcredit accessible to the inform
sector on a sustainabl e basis.

10. In an attenpt to conbat poverty, Governnents in devel opi ng countries have,
for decades, been trying to direct and expand the outreach of credit through
devel opnent banks and ot her governnent-sponsored programes. However, studies
show that despite nassive subsidies, developnent banks have been beset by
i nsol vency and liquidity problenms and have had little success in reaching the
i ntended beneficiaries: individuals without collateral or w th bel ow average
i ncone.

11. This failure has been partly due to the application of traditiona
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| ending nechanisns to a market where individual credit needs are small,
screening and monitoring are costly and enforcenent is difficult. The borrowers
have few assets that can be offered as collateral, transaction costs are high
and often repayment obligations cannot be enforced due to political constraints
or lack of incentive on the part of bank officials. In addition, the | ack of
conpl enentary infrastructure such as insurance services has not hel ped the
default problem

12. Many innovative ideas and approaches have been initiated (often out of
frustration at failed public sector initiatives) at the grass-root |evel by the
private sector and NGOs to address the needs of the informal sector. One such
initiative concerns mcrocredit. Mcrocredit, which is essentially about
providing small |oans under narket conditions to micro-enterprises through
conmmercially-run mcrofinance institutions (MFIs), is now wi dely recogni zed as
an essential neans of enpowering people to finance entrepreneurial activities,
generate their own incone and hel p thensel ves out of poverty.

13. The mcrocredit summit organi zed in February 1997 in Washi ngton D.C. by
an NGO and sponsored by several private foundations brought together nore than
2,900 people from 137 countries and | aunched a canpaign to reach 100 mllion of
the world s poorest fanilies, especially the wonmen of these famlies, wth
credit for self-enploynent and other financial and business services by the year
2005. According to the mcrocredit sunmit, an estimted US$ 21.6 billion is
needed for this, alnmost 10 billion of which will have to be raised fromthe
savi ngs of the poor and fromthe conmmercial nmarkets.

14. Worl dwi de, there are today about 7,000 MFls specializing in making small
| oans to mcro entrepreneurs. The success of microlending has resulted in an
exponential growh in the demand for mcrocredit, and the need has arisen for
MFls to nobilize funds from sources other than stagnating official devel opnent
funds and limted concessional credit. At the sane time, the demand for new
i nvestment opportunities exists in the financial markets, particularly from
socially responsible investors.

15. Al though many MFls are still dependent on donations, an increasing nunber
are turning to the private sector to nobilize funds under market conditions. The
problemis that these institutions operate outside the formal banking sector and
often cannot neet the standard criteria expected by formal financial markets.

Microfinance

Donors Market Savings Charity
50% 20% 20% 10%

N/ V \V \V

7000 MFIs provide 7 billion USS$ in credit...

e

Micro Banks

e

.to 14 Million individuals

“There are nearly US$ 12 trillion pool of capital now available in the burgeoning funds and
pension assets in the North.”

Marshall Carter - Money Matters Ingtitute

Figure 1
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And yet MrIs have traditionally experienced high repaynent rates (95 to 98
percent) and they work in a high-growmh sector. Many are increasingly aimng at
financial sustainability through econom es of scale and charging interest rates
and fees that cover the real cost of credit delivery.

16. Most MFl's, once they have established a good track record and docunented
their ability to recover |oans, should be able to raise noney in the financial
markets to finance their expansion. Those M-l's which have raised funds this way
have found it Iless cunbersone and restrictive than soliciting donations.
Mor eover, | oans nake MFIs nore independent and open the door to a ruch | arger
pool of noney.

17. By inproving access by MFIs to international markets, assisting themin
meeting the necessary criteria to nobilize such funds and at the sanme tine
providing an alternative paradigmto international investors, one can channe

funds, in a sustainable manner, fromthe private sector in the devel oped world
to the private sector in the devel opi ng worl d.

2. Acti on
" t he engi ne of devel opment now, without doubt, is private capital."”
Kof i Annan

18. The strategy of UNCTAD s action plan in this area is based on a "bottom
up" approach to devel opnent rather than the traditional "trickle down". |nstead
of having "master plans" and going through Governnments and institutions, it is
designed to provide directly, at the grass-roots level, financial services and
opportunities for the poor who are excluded from beconing active participants
in the economny.

19. The strategy has been guided by a nunber of principles, according to which
it shoul d:

(a) Focus on the el aboration of concrete solutions;
(b) Recogni ze and build on best practices and exanpl es;

(c) Work in partnership with the civil society, including grass-roots
organi zations, the private sector, |ocal businesses and also with
nati onal Governnents;

(d) Act as a catal yst; and
(e) Promote the use of narket nechani sns.

20. The programme’s nmain objective is to facilitate investnment in mcrofinance
by private investors. This is seen as indispensable for the |long-term
sustainability of the microcredit market and in reaching the mllions living in
poverty.

21. The UNCTAD-initiated private BIL fund, investing in mcrofinance, has
denonstrated to the international financial markets that the poor are bankabl e.
It is expected that other simlar investnent funds will be established, which
should increase the anount, and consequently decrease the costs, of funds
avail able for lending to the poor. The success of these funds woul d denonstrate
to private investors, particularly socially responsible investors, not only the
i nvestment potential but also the social inpact of energi ng markets for
financial services to the poor.

22. One of the most crucial elenments needed to pave the way for private funds
to reach the unexploited but growi ng and prom sing nmarket of mcrolending is
i nformation, particularly information which wll enable investors and fund

managers to eval uate risks when making i nvestnment decisions. There are currently
no established standards and benchnarks all owi ng risk assessnment of investnents
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in mcrofinance institutions. The focus of the secretariat’s work has been on
bridging this information gap, creating awareness, and pronmoting the market.

23. The work undertaken has been organized and pursued along the |ines
i ndi cat ed bel ow.

(a) Identification of investnment recipients

Information Collection, Compilation & Processing

Invitation Acknowledge

Completed
Questionnaire

SI4IN

Summary

Prerequisites
Profiles

Audited
uestionnaire Fund
0 Accounts un
Managers

S @ @ = e »

Figure 2

24, In cooperation with other international organisations, devel opnent banks,
donor agencies, |local governments, NGOs and private investnent conpanies, the
UNCTAD secretariat has undertaken a census of m crobanks worl dwide with the aim
of identifying potential recipients of private investnent funds, as well as
appropriate investnent instrunments. This invol ves:

(i) Identification, collection and conpilation of information on MIs;

(ii) Prelimnary screening of interested MFls and preparation of sumary
i nformati on;

(iii) Creation of a mcrofinance database including the follow ng
el enent s:

- I nventory of m crobanks | ooking for private funds;

- Information regarding interested international investors and
funds;

- Survey by country of the legal and fiscal environnent
specifically related to investnment in mcrofinance;

(iv) Developnent of an Internet mcrobanking site where all the above
i nformati on coul d be accessed,;

(v) Identification of a feasible debt financing instrument and
securitisation; and

(vi) Dissem nation of best practices in lending policy and default
control by mcrolending institutions.
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(b) Fi nanci al research
25. The information gathered from m crobanks interested in raising private
funds will be used to identify industry standards and benchmarks facilitating

the evaluation of these institutions by potential I|enders or investors.
Proposals will then be drawn up for the use of local or international guarantee
schenes.

Survey of MFIs

MFI Profiles 5
Qualified MFIs 12

Replies from MFIs 241

MFIs Contacted 509

0 100 200 300 400 500 60

Figure 3
26. The progress made to date is as follows:

- A nmethodology has been established for the identification of
i nterested Ml s;

- Questionnaires have been designed and developed for information
col l ection from Ml s;

- Aprelimnary selection criterion has been established;

- In collaboration with BIL and its fund manager a sunmary report sheet
has been developed to reflect the institutional and financia
credibility of MFls and to be used for conpari son purposes;

- A database has been devel oped containing information from 600 MFls in
15 countri es;

- For 60 MFls, the information has been analyzed and summary reports
pr epar ed;

- 50 MIls have been visited and the nost appropriate neans of
channelling investnment to their institutions, i.e. bonds, asset-
backed securities, potential guarantors or insurance conpanies
underwriting debt documents, etc., have been discussed;

- A prelimnary survey of the legal and fiscal environment in 15
countries has been conpl eted.

3. Expect ed outconme and devel opnent i npact
27. It is expected that, through this initiative, a direct link will be

established between private investors and mnmicrofinance institutions in
devel opi ng countries, consequently giving birth to a prom sing narket that wll
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work for the poor. This should |ead to the increased availability of funds for
MFls and enable themto increase their outreach and to make credit available to
a | arger nunber of potential microentrepeneurs currently only about 2 percent
have access to credit. This flow of noney will result in mcroenterprises hiring

addi ti onal |abour and will thus have a nmultiplier effect. And, above all, it
will have a direct, positive inpact on people s |ives.

4, Future chal l enges and Prospects - Priorities

28. The secretariat's experience to date, obtained in close collaboration with

the private sector and NGOs, in pronoting the establishment of an international
m crof i nance market suggests that investnent by international private investors
in mcrofinance in devel oping countries is feasible.

29. Demand for mcrocredit and the services of MFls is growing, by sonme
estimates, at an annual rate of 30% and there are private investors interested
in investnment with a social inpact. However, the necessary infrastructure to
bring this demand and supply together is, as yet, insufficient.

30. The m nimum necessary elements for this market to enmerge are the
availability of information on investnent targets, instrunments and mechani smns,
i ndustry standards pernitting a conparative eval uation of creditworthiness, and
enabl i ng national |egal and fiscal environments. The relevant information needs
to be organized and nmade available to both investors and MFIs seeking to raise
funds. To ensure the transparency of the market and to lay down the conditions
for fair conpetition, information nust be equitably available to all interested
i nvestors, and all microbanks should be able to be represented on the market.

31. In addition, to enable investors to mninmze their risks and to diversify
their portfolios, there is a need to widen the investment sphere. This requires
assisting the MFIs which are potentially eligible for this kind of investnent
in making their case vis-a-vis potential investors.

32. The efforts undertaken so far need to be conplenented with the foll ow ng
techni cal assistance activities which the secretariat, based on the expertise
and experience it has been gaining, can undertake:

(a) Capacity buil ding:

- Training MFIs in on how to nobilize funds on the internationa
financi al market;

- Assi stance in the devel opment and inplenentation of aut omat ed
m crocredit managenent systens for interested MIs;

(b) Bringing international private investors and M-l s together
- Devel opnent of a virtual mcrofinance market through the Internet;

- Organi zation of real and virtual workshops and neetings between
interested international investors, asset managers and MFIs on a
nati onal, regional or international basis;

(c) M crofi nance investnent instrunents:

- In collaboration with local partners, local financial authorities
and investors, identification of the npst suitable and adapted
i nvestnment instruments and neans of securitisation, such as bonds
or prom ssory notes backed by | oan portfolios.

33. In view of the issues, actions and priorities described above, t he
secretariat could pursue its close collaboration with both NGOs and the private
sector in facilitating the organi zation of an international m crofinance narket.
Issues relating to the consequences of this work on national regulatory
framewor ks and standards could be presented to the Commission at a future
session for consideration and possi bl e recomendati ons.
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1. TRADE EFFI Cl ENCY | SSUES
1. Trade efficiency strategy
34. A strategy establishes the |link between a m ssion and expected results.

In the area of trade efficiency, UNCTAD s mission stenms directly fromits
mandate, to address a situation which was summarized by UNCTAD | X as foll ows:
"The |l ack of efficient and transparent trade-rel ated services such as custons,
transportation, banking and insurance, teleconmunications or business
information is a nmajor inpedinent to the integration of devel opi ng countries and
some countries in transition into international trade and poses a form dable
ri sk of exclusion fromand challenge to the energi ng gl obal econonmy"” *. This
mandate was given to UNCTAD because it offered the necessary bal ance between
anal ytical, policy and practical work.

35. UNCTAD' s trade efficiency strategy should lead to the efficient
i pl enmentation of its various progranmes, producing practical and neasurabl e
results in the field and ultinmately to the evaluation of such results. Such a
strategy should cover the followi ng: anticipated inpact of trade efficiency
(benchmar ki ng); product definition and production, and positioning and marketing
of products; project nmanagenent guidelines; business plan (for long-term
financial sustainability of the products); and priorities for i mediate action.
These el enents are summarized in figure 1.

* Analysis

Vision |- Policy

* Practical impact

Comparative
advantage

* Anticipated impact

* Product definition and production
* Positioning and marketing

* Project management

* Business plan

* Priorities for action

e Strategic
* Tactical

Mission

Imple-

mentation Results | |Evaluation

Strategy

Figure 1

(a) The Trade Efficiency Approach

36. A specificity of UNCTAD s efforts in the area of trade efficiency has been
the constant priority it has given to achieving practical and nmeasurable results
regarding the ability of nenber countries and of their enterprises and
adm nistrations to inport and export better.

P "A partnership for Gowh and Devel opnent, docunment TD/370".



TD/ B/ COM 3/ 10

page 10
37. I ntroduced to UNCTAD s nenbership in the course of 1991, the Trade
Effici ency Programme received the official endorsement of UNCTAD VIII (Cartagena

de Indias, Colonbia, March 1992) and was further reinforced by the concl usions
of the United Nations Synposium on Trade Efficiency (Colunmbus, Chio, Cctober
1994) and of UNCTAD I X (M drand, South Africa, My 1996). Because of the rapid
expansion and growing visibility of the Trade Point programme, the overal
strategy followed by UNCTAD in the area of trade efficiency has tended to be
overshadowed by its technical assistance conponent. This section is an attenpt
to summarize this strategy and outline the priorities of the Trade Efficiency
programe for the next few years.

Anal yti cal bases

38. Modern trade theory has rapidly noved from a "static" to a "dynamc"
conception of conparative advantages. The advent of a new wave of converging
technol ogi cal innovations (especially in the area of telecomunications and
i nformati on technologies) has heralded a true industrial revolution. The
specificity of that revolution is that, contrary to the previous two - which
were based on innovative ways to deal with matter and energy - it is affecting
time and space

39. This has inportant consequences for trade and devel opnent. In particul ar

it offers unprecedented possibilities to revisit the concept of an international
di vision of |abour based on the theory of conparative advantages. The so-call ed
‘rmodern fornulation” of this theory (HOS) relies on a set of hypotheses such as
the uniformty of information anong players and the negligible cost of
transacti ons and transport, which have never been closer to being fulfilled than
now. Anong the main consequences of this revolution for trade and devel opnment,
the foll owing have been at the core of UNCTAD s trade efficiency initiative:

- Transaction costs in international trade can be substantially
di m ni shed by an adequate use of information technol ogies;

- Such a dimnution would benefit the smaller players such as
devel opi ng countries, and especially their small and nedi umsized
enterprises;

- To bear fruit, efforts should be addressed not only at the trade
transaction itself, but to all trade-supporting services sectors
(e.qg. cust ons, transport, banking and i nsur ance, trade
facilitation, business information and tel econmuni cations).

Pol i cy di nension

40. As the analytical work on trade efficiency devel oped, it becane clear that
it would have significant consequences at the policy level. It becanme evident
that the trade efficiency strategies would have a positive inpact on at | east
three policy-related areas:

- The enpowerment of smaller players (especially SMes) would
encourage Governnents to grant higher priority to the enterprise
sector in the design and inplenentation of their trade policies;
this could have a significant inpact on diversification strategies,
as well as on regional integration efforts;

- Greater awareness of the vital inportance of trade-supporting
servi ces, and in particular of teleconmunications as an
"infrastructure for conpetitiveness”, would enhance the interest in
both the private and the public sector in keeping abreast of
devel opnents in the area of information technol ogies, as well as
their efforts to avoid marginalization fromthe enmerging "globa
net wor ked econony”;
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- A clearer identification of the potential inpact of better business
practices in the area of international trade, as well as of the
ways in which information technologies could contribute to the
adoption of such practices, would influence the attitude of nmany
devel oping countries vis-a-vis "new areas for" nultilateral trade
negoti ati ons by enhancing their ability to participate actively and
positively in such a process.

Practical components and specificity of UNCTAD s work in the area of trade
ef ficiency

41. Through the servicing of UNCTAD s Conmmission on Enterprise, Business
Facilitation and Devel opnent and its rel evant Expert Meetings, the Division on
Services Infrastructure for Devel opnment and Trade Efficiency (SITE) is offering
menber States the possibility of receiving updated information related to trade
efficiency and of exchangi ng experiences. In the field, it assists Governments
and enterprises in enhancing the efficiency of their trade-supporting sectors
and hence that of their trade sector. This is mainly done through its technica
assi stance progranme, including the Advanced Cargo Information System (ACS)
programe, the Automated System for Customs Data (ASYCUDA), and the Trade Point
Pr ogr anme, as well as training programmes such as TRAINMAR and
TRAI NFORTRADE. Mor eover, the enphasis which has been put by UNCTAD on generating
practical results for the trading sector of its nenmber countries has provided
its work in the area of trade efficiency with characteristics which have all owed
it to work nore closely with some non-traditional partners, especially in the
private sector.

(b) A first practical illustration: the ASYCUDA Programre
Envi ronnental anal ysi s

42. The ASYCUDA initiative strives to sinplify the use, harnonisation and
st andardi sati on of conmon gl obal systens that deal not just with inmports and
exports but also with the novenent of goods. It is based on the idea that
i nformation technol ogi es can significantly enhance the role of custons both as
a trade facilitator and as a revenue collector. Its mssion is to allow nmenber
States to turn this opportunity into an economc reality.

43. The environment within which trade efficiency and ASYCUDA have to operate
to fulfil this mssion is conplex. Custons adm nistrations need to reform and
noder ni se, generally fromold, safe but outdated positions of security within
governnent to conmmercially thinking, risk-based businesses, at tinmes conpeting
with the private sector and forging partnerships with many that they perceived,
historically, as opponents. Corrupt practices born of individual and
institutional vested interests and profit are threatened by ASYCUDA. Politica
priorities at times suffer from short-term constraints, not recognising the
benefits of and the support needed for |ong-term sustainable custonms reform in
respect of which ASYCUDA plays such a | eading role. The pathfinding initiatives
i nvol ved have to survive and succeed in bureaucratic environments not used to
the business-like, dynamc, speedy and conpetitive denmands of the nodern
conmerci al environnment. ASYCUDA therefore needs to be continuously inproved to
better service the needs of inporters and exporters through nore efficient
cust ons.

Components of the strategy

44, Anticipated inpact. By equi pping custons admini strations with appropriate
tools, ASYCUDA can be (1) a true instrunment for custons reform and (2) a valid
tool for trade facilitation and trade efficiency. Measurable results should be
found in the reduction of procedure-related delays (e.g. custons clearance),
hi gher efficiency in such procedures (e.g. through selective physica
i nspection), reduction in graft and "parallel procedures”, and broad adoption
of internationally recogni zed norms and standards for trade-rel ated procedures
and document ati on.
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45, Definition and evolution of the product. Since its creation in the early
1980s, the ASYCUDA system has evol ved towards a fully integrated open systemfor
custons managenent and reform Its unique software is constantly updated by
usi ng the nost advanced progranm ng and anal ysis techniques, and its ease of use
makes it an instrunent adaptable to econom es of different sizes and | evels of
devel opnent. Since the inception of UNCTAD s Trade Efficiency Programme, it has
become possible to Iink up ASYCUDA with other information nmanagenent systens
relevant to the international trade sector, including those of ACIS and the
Trade Poi nt Progranme.

46. Posi tioning and marketing. As a fully open, highly flexible and integrated
system for custons reformand nanagenent, ASYCUDA currently fares well vis-a-vis
the competition. Its successful beginning in snall African econom es, however,
has in the past created the inmage of "a systemfor small econom es”; the recent
i mpl enentati on of ASYCUDA in nediumsize economies such as Romania or the
Philippines has helped to correct this, and the product is now better
positioned. It has also been necessary to differentiate ASYCUDA from a nere
"software product” and market it as a "reform and managenent package"; efforts
will need to be pursued in that direction; enhanced synergies with the Trade
Ef fici ency and Trade Point programes will contribute to achieving this goal

47. Proj ect managenent and busi ness plan. The Geneva-based ASYCUDA staff has
to spend a considerable anmount of its time on field missions. The inprovenent
of mission briefings and debriefings therefore requires particular attention.
They shoul d be based on a strategic picture and priority should be granted to:
(1) devel opi ng sound support services; (2) review ng regional support centres
and their relationship with Geneva; and (3) transferring know edge from the
centre to users and regional support centres, within clearly defined policy
gui delines. Froma financing point of view, due attention should be given to the
following: (1) in the light of work carried out so far on alternative methods
of finance, research new and innovative proposals for funding the ASYCUDA
Programme acceptable to the United Nations, donors and users; (2) considering,
in particular, partnerships with the private sector, recycling increases in
custons revenue due to ASYCUDA, and securing long-term UN or donor funding; and
(3) giving due attention to possibilities such as subcontracting out some
services, identifying true costs, and establishing a realistic charging policy,
i ncluding charging for software, and for central and regional support services.

Priorities for action (tactical m ssion)

48. | medi ate priorities for the further devel opnent and sustainability of
ASYCUDA are

- To assi st developing countries with trade by renmoving inport and
export bottl enecks and i nproving custons;

- To devel op, produce, provide and maintain a high-quality ASYCUDA
product that sonme countries could not otherwi se afford, while
keeping its current technol ogi cal edge over conmercial providers;

- To ensure sustainability of both the ASYCUDA initiative and the
ASYCUDA programme after delivery;

(c) A second practical illustration: the Trade Poi nt Programe
Envi ronnent anal ysi s

49. In areas where technol ogi cal innovations happen al nost daily, analytica
and conceptual references have shorter |ife expectancies, and in such areas,
practice is often a mgjor source of know edge and foresight. In the early 1990s,
when the Trade Efficiency programme was ready to be | aunched, many devel opi ng
countries and economes in transition were faced with very uncertain prospects
regarding the structures of their economes (e.g. in Eastern and Central Europe)
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and their potential role in international trade (the conclusion of the Uruguay
Round was still uncertain). It was therefore felt necessary, when trying to
generate support for this new approach, to illustrate it as concretely as

possi bl e. Hence the idea of the "Trade Point".

50. A najor obstacle in the inplenentation of the Trade Point Programme stens
from contradictions between its founding vision and its basic mandate. In the
vision, Trade Points were envisaged as autononous entities (mainly in the
private sector) which would survive only if they brought value-added to their
customers and if they were able to recover their costs by charging for their
services. Conpetition nmechanisnms would then naturally elimnate | ess perforning
Trade Points, and stinulate the quality and efficiency of the others. In the
mandate received by UNCTAD, however, the involvenent of Governnments was
i ntroduced as a prerequisite, which nade it nmore difficult to establish Trade
Points in a fully enterprise-oriented type of context. In some cases, |oca
private players have been able to identify the potential of Trade Points and to
devel op conpeting services. In others, the vested interests of pre-existing
organi zations (public or private) have hindered the devel opment of Trade Points.
It nust be nmentioned, however, that even when Trade Points have not been
prevented fromoperating in the private sector, they sonetinmes had to face an
unfriendly environment: since one of the npbst inmmediate practical inpacts of
Trade Points is to dimnish the inportance of intermediaries by bringing |oca
enterprises a step closer to their markets and their custoners and suppliers,
Trade Points sonmetinmes had to face direct or indirect opposition from such
internmediaries; this opposition should not be expected to dimnish in the
future.

Components of the strategy

51. Anticipated inpact. Trade Points have a practical set of objectives: they
shoul d: (1) all ow the enhancenent of |ocal awareness (in governnent and in the
busi ness community) of the potential for trade efficiency and internationa
conpetitiveness of better business practices and adequate use of information
technol ogies; (2) contribute to the lowering of transaction costs for |oca
importers and exporters, in particular by offering a "single wi ndow' for trade
procedures and | ow cost tools for participating in information-intensive sectors
of international trade such as electronic comerce; and (3) pronmote the adoption
of internationally recognized norns and standards for trade transactions and
trade-rel ated docunentation

52. As the nunber of Trade Points continued to grow steadily over the years,?
it becane clear that they could be the basis for a global network of advanced
pl ayers in the area of trade information and el ectronic comerce. This is why,
on the occasion of the United Nations International Synposium on Trade
Ef ficiency (UNI STE, Col unbus, October 1994), it was decided to nove on to the
second stage of the Trade Point progranme by |aunching the d obal Trade Poi nt
Network (GTPNet), which rapidly energed as the |argest global network for
pre-transactional trade information. The next step in UNCTAD s Trade Point
strategy then becane to nove fromthis pre-transactional role of Trade Points
to a fully transactional role, which would turn the Trade Point network into the
first global instrunent for electronic conmerce. This was done at the trade
efficiency synposiumheld in parallel with UNCTAD | X (M drand, May 1996), when
the third stage of the progranme ("From contacts to contracts") was | aunched.
Efforts to allow Trade Points to use secure ETGCs (Electronic Trading
Qopportunities) and secure paynents (SEAL project) are being actively pursued at
a limted nunber of pilot sites and should soon be extended to a | arger nunber
of Trade Points.

53. Posi tioning and marketing. Participation in the 3 obal Trade Poi nt Network
must be seen as an opportunity (especially for snmaller players such as
devel opi ng countries and small and nedi umsized enterprises) to participate in
the nore dynamic sectors of international trade, in particular electronic
comerce. Defined as such, the "Trade Point" product is clearly differentiated

2 Today, there are 131 Trade Points at various stages of devel opment in
106 countries, of which 20 are LDCs.
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fromtrade i nformati on systens.

54. Proj ect managenment and business plan. The main objective of the Trade
Poi nt programme continues to be to produce practical results at the |ocal I|evel,
i.e. to provide Ilocal enterprises (especially small and nmediumsized

enterprises) with flexible, lowcost tools to conmpete on international markets.
Considering the rapid increase in the nunber and geographi cal dissem nation of
Trade Points, the programe wll need to pursue its trend towards
decentralization and greater reliance on |ocal partners such as regional fora.
This decentralization will be reflected at the technical |evel, since the d oba
Trade Point Network will rely nore and nore on local "mrror sites”, which wll
hel p di m ni sh access costs. The financial sustainability of Trade Points wl |
remain a |longer-term objective in poorer regions and in the |east devel oped
countries, which should continue to benefit from external support to enhance
their trade efficiency strategies, including through the establishnent and
managenment of Trade Points. In nost other cases, financial sustainability can
be obtai ned through the marketing and selling of val ue-added services to Trade
Point custoners. This will need to be encouraged through the adoption of a set
of rules and guidelines to be recogni zed, supported and pronmoted by all Trade
Points; the establishnment of a Trade Point Federation (see below) would be of
interest in that context. As far as the financial sustainability of the Trade
Poi nt programme is concerned, fund-raising efforts will need to be actively
pursued to allow the G obal Trade Point Network to becone truly global and fully
inter-operable, which will require special support for sone regions with no or
poor telecomunications infrastructure. Strategic alliances and partnerships
with other related international efforts and organi zati ons shoul d be sought, as
well as with the private sector

Priorities for action (‘tactical mssion’)

55. Qoj ectives. The followi ng objectives will constitute the basis of UNCTAD s
trade point strategy in the next few years

(i) Pursuance of efforts to use Trade Points to increase nenber
countries’ awareness of the nature and possible inpact of the
Col unbus recommendati ons on trade efficiency; enhancenent of
UNCTAD s  support to assist interested countries in
i mpl ementing such reconmendations with a view to dininishing
i nternational transaction costs and stinulating the trade
conpetitiveness of snall and nedi umsized enterprises (SMEs);

(ii) Pursuance of the collaboration with the private sector,
i ncluding through partnership and strategic alliances, in
particular in the context of the Trade Point programe;

(iii) Pursuance of efforts to offer an integrated technica
assi stance package in the area of trade efficiency, through
the Trade Point network; other progranmes of UNCTAD s
Di vision on Services Infrastructure and Trade Efficiency
(SITE) such as TRAI NFORTRADE, TRAI NMAR, ASYCUDA and AClI S
shoul d contribute to such a package;

(iv) Enhancenent of efforts to devel op the Trade Point programe,
i ncluding through increased inter-operability, | ega
protection of the nanme and |ogo, constitution of a proper
institutional framework, and offering of additional practica
tools for electronic commerce (e.g. in the area of electronic
paynments and secure Internet transactions).

56. Special areas of attention. Wthin its limted human and financi al
resources, UNCTAD will give special attention to the follow ng objectives:

(i) Specific support for the Trade Points established or being
established in the | east devel oped countries (in particular
in Africa); efforts to nobilize donors to this end will be

granted priority;
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(i) Integration of a strong training conponent in Trade Point
activities and projects;

(iii) Assi stance for successful Trade Points in order to allow them
to progressively becone financially and institutionally
i ndependent ;

(iv) In cooperation with the nore advanced players in the field
(including the private sector), provision of advanced tools
for el ectronic paynent s and secure I nt er net - based
transacti ons;

(v) Pursuance of efforts to |ower the cost of accessing GIPNet,
i ncludi ng through an increase in the nunmber of mirror sites;
and

(vi) Pursuance of efforts to inform Trade Points and their clients
of the nost recent developnents in the areas of trade
facilitation and electronic commerce, including in the
regul atory and | egal donmains.

2. Legal di mensions of the Trade Point programre
(a) Common gui delines for Trade Points at the national |eve
57. In Cctober 1993, the main principles and guidelines for the establishnment

of Trade Points were released by UNCTAD.® One fundanental principle of Trade
Points is that their legal status and activities nust respect the |ocal
| egi slative and regul atory environment. Considering the broad variety of such
| egi slation and environnents, the "nodel statutes"” offered had to enbody a high
degree of flexibility. Trade Points can be public, sem -public or private. Most
frequently asked questions include the follow ng: what basic rules should be
included in the statutes, what should be the |l egal status of a Trade Point, how
should it be managed, how should it be financed, what are the responsibilities
of parties involved, and in case of disputes which rules should operate and
where shoul d di sputes be resolved? To address these inportant questions, it is
now felt by npost Trade Points that a nore explicit set of guidelines for the
est abl i shment and operation of Trade Points at the national |evel should be
produced, which would take into account the significantly broader range of
activities and geographical distribution of Trade Points. The UNCTAD secretari at
could produce the basic legal texts which would allow such guidelines to be
produced. However, their adoption and inplenentation at the local level wll
require the recognition of an appropriate level of jurisdiction, which remains
the responsibility of l|ocal players, including Governments.

(b) Legal requirenents to organi ze Trade Points’ institutional cooperation
at the international |eve

58. Trade Points have reached a phase in which it has become a necessity to

create an institutional framework for further cooperation at the international

regional and subregional |levels. For exanple, in Novenber 1996, the

Inter-American Trade Point Forum was founded in cooperation wth UNCTAD,
covering Trade Points in North, Central and South America and the Caribbean. Its
mai n objective is to strengthen the Trade Point network in the continent through
regi onal cooperation and mutual assistance. The Forum will provide technica
assi stance and training to Trade Points. It will coordinate the exchange of
information on trading opportunities as well as the facilities offered by
international, regional and national institutions in the fields of trade
financing, trade pronotion, training and technical cooperation

3 'The Trade Point: Concept and |Inplenentation', TD/B/WG 2/7/Add. 1, 7
Cct ober 1993.
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59. A Western African regional forum was established on the occasion of a
regi onal Trade Point neeting in Dakar, Senegal (7-8 July 1997). As discussed at
the Second Meeting of Eastern and Southern African Trade Points, held in Harare,
Zi nbabwe, on 14-15 July 1997, a sinmilar forumis to be set up in the Eastern and
Sout hern African region. An Interim Comrittee was appointed to coordinate the
creation of the forum Simlar Trade Point Fora providing a permanent structure
for cooperation and discussion are expected to be established in other regions
in the near future.

60. Wth the rapid increase in the nunber of Trade Points worldw de and the
techni cal devel opnents in this field, the absence of an international federation
and regional fora representing Trade Points is strongly felt. As nore and nore
regi onal and subregional fora of Trade Points are fornmed, UNCTAD is being called
upon to ensure harnonization and provide |egal assistance in designing the
statutes of these fora.

61. At its eighth executive session, in June 1995, the Trade and Devel opnment
Board was requested that statutes be drafted by UNCTAD regarding the
establ i shnent of an International Federation of Trade Points. The secretariat
has informally provided the Trade Points with a first draft of the Statutes,
which will serve as a basis for further discussions.

62. The Federation, as proposed by UNCTAD, would be a non-governnental and
a non-profit-nmaking organi zati on. The objectives of such a Federation would be
to pronote cooperation and coordination among Trade Points, which would
facilitate the international exchange of goods and services ampong all countries
and nore specifically encourage a w der participation in world trade by
devel opi ng countries and countries in transition. The Federation would pronote
t he devel opnent of Trade Poi nts throughout the world; coordinate activities and
represent the Trade Points at the international |evel; adopt conmon policies and
reconmendati ons for Trade Points; provide technical assistance; establish and
mai ntain a list of Trade Points that are nenbers of the Federation and are
associ ated with the G obal Trade Point Network; and cooperate with Governments
and ot her international organizations. The Federation should have a Cenera
Assenbly and a Council and shoul d have regi onal conferences as appropriate. It
woul d operate in close cooperation w th UNCTAD.

(c) Legal protection of the "Trade Point", "G obal Trade Point Network
(GTPNet)", and "Electronic Tradi ng Opportunities (ETO"™ names and | ogos

63. Trade Points have to conformto UNCTAD s rul es and gui delines* and have
to abide by the international standards produced and/or pronmoted by the United
Nations. Wth the success of the Trade Point concept, third parties may want
to set up offices using the sane nane but not respecting the set of rules
established for Trade Points. The fear that this will happen is grow ng, and
it is in that context in particular that the protection of the "Trade Point",
"G obal Trade Point Network (GIPNet)", and "Electronic Trading Opportunities
(ETO " names and |ogos has becone even nore relevant. The absence of an
I nternational Federation, referred to earlier, makes it nore difficult to find
appropriate protection at the international |evel. The UNCTAD secretariat has
consul ted experts at the World Intellectual Property O ganization (WPO about
ways to protect these expressions and | ogos. The secretariat was advi sed that
it is not possible to protect the expressions and the |ogos under the Paris
Convention for the Protection of Intellectual Property. However, it is possible
for each Trade Point to register the expressions and the | ogos as service narks
or trade names in accordance with national |egislation of the country where the
Trade Point is established. International coordination by the UNCTAD secretari at
of action in this regard, at the national |evel, should provide a fair neasure
of protection of the expressions and the |ogos agai nst unauthorized use by
parties that are not associated with the Trade Point programre.

4 As speci fied in docunent TD/ B/ WG 2/ 7/ Add.1 of October 1993.
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3. Inter-institutional cooperation in the trade efficiency area

(a) Cooperation with the United Nations Econom ¢ Conmi ssion for Europe
(UNVECE) and the International Trade Centre (I TC UNCTAD/ WO

64. UN ECE has a |l ongstanding record in the preparation of trade facilitation
st andards and automation of trade transaction procedures. |TC provides highly
appreci ated techni cal assistance to nmenber countries in the field of business
information and export pronotion. Through its Trade Point programe, UNCTAD can
contribute to disseninating and pronoting such work. Wth a view to taking the
full est advantage of their respective conparative strengths for the achi evenent
of common objectives, all three agencies work closely together, both formally
and informally.® An official framework for their cooperation is provided by the
inter-institutional task force conprising representatives of UV ECE, |TC and
UNCTAD who neet regularly every other nmonth in order to exchange information
about their ongoing and planned activities and to identify the potential for
joint action.

65. It has becone a common practice for experts from sister organi zations to
be invited to attend and to nmake presentations at each other’s neetings, which
enabl es them to make their work known to a broader audience, not necessarily
identical with that at their own events. Wienever a trade-efficiency-related
m ssion conmes to CGeneva to visit one of the agencies, or whenever a course is
held on the issue, the agency in charge resorts to the others’ expertise and
organi zes neetings or courses with the participation of all three of them In
addition, given the budgetary constraints, the work of the other agencies is
publicized during nost trade-efficiency-related m ssions. The awareness anong
Trade Points of this close inter-agency cooperation has also considerably
increased, as testified by invitations to Trade Point events addressed jointly
to I TC and UNCTAD, as was, for instance, the case of the First Meeting of the
MERCOSUR Trade Points (Cordoba, Argentina, March 1997), which was attended by
representatives of both agencies.

66. Since provision of business information is one of the first priorities for
Trade Points at earlier stages of their developnent, it is understandabl e that
fruitful and intensive cooperation has devel oped between UNCTAD and ITC in this
area. The synergy of their activities is further strengthened by the fact that
they often work with the sane counterparts in menber countries. This is the case
particularly in Central and Eastern Europe, where many countries are in the
process of setting up their trade pronotion organizations, which constitute a
traditional domain of ITC s technical assistance and which, at the sane tine,
frequently becone hosts for Trade Points. For exanple, a conprehensive joint
project of this kind, funded by the Government of Switzerland, is being
conducted by I TC and UNCTAD (Trade Point, TRAINFORTRADE) with the Romani an
Foreign Trade Centre, and simlar interaction exists also in Lithuania and
Latvia. In turn, ITCis attenpting to involve the existing Trade Points in the
preparation and inplenentation of its business information activities. For
exanmpl e, workshops have already been organized and a project docunment is
currently being finalized with the participation of UNCTAD and Trade Points in
the countries concerned on the establishnment of an Intra-ClS/Baltic States
Trade Information Network (ICTIN). Another area of cooperation between the Trade
Poi nt programme and ITC is training. A two-day semnar on trade information
managenent was delivered by I TC at the annual neeting of the Inter-American
Trade Point Forum (Mexico Cty, Septenmber 1997). A request for simlar training
was made by the second regional Trade Point neeting of Southern and Eastern
African countries (Harare, July 1997); it is expected to be organized in 1998.

67. Consi stent efforts are being nade by I TC and UNCTAD to prompte the use of
UN EDI FACT standards and recommendations for trade facilitation. The UN | ayout
key and the progranme of work on conbined transport, as well as the use of
UN ECE standards by UNCTAD s ASYCUDA and ACI S progranmes, are exanples of such

5 For further details, see "Trade Facilitation and Efficiency: A
Coordi nated Programme of the United Nations”, UN ECE-UNCTAD-1TC, Apri
1996.
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cooperation. In the sane vein, UN EDI FACT-conpati bl e nessages served as a basis
for the |1TC COVREG standard for conpany information, as well as for UNCTAD s
busi ness opportunities (ETGs) circulated in the G obal Trade Point Network.
COVREG software was distributed to a sanple of Trade Points for testing and
subsequent use, and work is now under way to make ETGs and COVREG structures
fully conpatible. The effective use of UN ECE "products"” is bound to increase
further in the future, along with a nore nassive involvenent of Trade Points in
trade facilitation activities and electronic data interchange that are
technically nore demanding and usually start to be inplenented at a | ater stage
of Trade Points’ devel opnent.

(b) Cooperation with other organi zations

68. In each of the main sectors covered by UNCTAD s Trade Efficiency
Programe, strong cooperation has been established with relevant institutions.
Exanples include the Wrld Custons Organization (WO, the International
Maritinme Organization (IMJ), the International Federation of Freight Forwarders
Associ ations (FIATA), the Society for Wrldw de I nterbank Financial Transactions
(SWFT), the African Insurance Organization (AlQ, the International Insurance
Supervisors Association (I1SA), or the Internet Society (1SOC). Particular
mention nust be made of the fast-expanding cooperation established between
UNCTAD and the International Tel econmunications Union (1TU), which allowed in
particular the conbined organization of UNCTAD s Expert Meeting on
Tel ecommuni cati ons, Business Facilitation and Trade Efficiency (8-10 Septenber
1997) and 1TU s ‘Telecom Inter@tive neeting (8-14 Septenber 1997). The
recomendations of the experts outlined avenues for the pursuance and
strengt heni ng of such cooperation.

69. Inter-institutional cooperation has al so been significant with regional
institutions, including UN regional econom c and soci al conm ssions and regi onal
devel opment banks. It has also been inportant wth institutions wth

cross-sectoral conpetencies, such as the Organization for Econom ¢ Cooperation
and Devel opment (OECD), the World Bank (in particular its MGA and |nfoDev
programres), the International WNMbnetary Fund, the International Chanber of
Commerce, the Association of G 77 Chanbers of Commerce and the World Trade
Centers Association (WCA).

70. Inter-institutional cooperation with the World Trade Organi zati on (WO)
is expected to grow significantly as issues related to trade facilitation and
el ectroni c commerce start being discussed in that context. Mreover, as the work
on the legal dinensions of trade efficiency (see above) gathers nmonmentum
further cooperation will increase with organi zations such as the United Nations
Conmi ssion on International Trade Law (UNCITRAL), the World Intellectual
Property Organization (WPO and the International Organi zation for
St adar di zat i on(1 SO).

4, Trade Efficiency Assessnent
71. As nmentioned in the introduction to the present docunent, the thene of a
trade ef ficiency assessment met hodol ogy is addr essed in docunent

TD/ B/ COM 3/ 10/ Add. 1.



