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I NTRODUCTI ON

1. The Conmi ssion on Enterprise, Business Facilitation and Devel opnent
adopted agreed conclusions at its first session which contained a nunber of
el enents for the future work of the Commission. * The Conmi ssion recognized
the inmportance for devel oping countries, in particular |east devel oped
countries, and economies in transition, to develop enterprise strategies
payi ng attention to such factors as:

. The changi ng and heterogeneous nature of enterprises and of
i nternational conpetition

. The conpl ex nature of the enterprise devel opnent process;
. The inmportance of a coherent policy environnment; and
. The inportance of the role of the State in creating an effective

enabling environnment and in facilitating an enterprise culture,
mar ket networ ks conduci ve to entrepreneurship, innovation, and
inter-firmcooperation, both internally and internationally.

2. The Commi ssion al so recogni zed that further analytical work and policy
research wi thin UNCTAD woul d be needed in particular areas and took note of
the proposals nade in this regard, including:

. The respective roles of government and the private sector and the
i nteracti ons between themin creating a coherent policy franmework
and setting up effective support nmeasures and structures for the
devel opnent of small and medi um si zed enterprises (SMEs) and
m cro-enterprises;

. The possible value as well as the ways and neans of prompting and
facilitating effective inter-firm cooperation

. The devel opnment of innovation, entrepreneurial and technol ogica
capabilities as essential inputs for the devel opnent and grow h of
enterprises; and

. The short and | ong-term i npacts of nmacroeconom c reform and
liberalization on the devel opment and growth of enterprises.

3. The Commi ssion made specific recomendati ons on steps to be taken in the
i mredi ate future. The present note seeks to provide information on the
i mpl enentati on of these recomendations. |In particular, Part A describes the

outcone of the Expert Meeting on Government and Private Sector Roles and
Interactions in SME Devel opnent. The Commission is asked to react to its
findings and recomendati ons. Part B presents in a succinct forma progress
report of activities in the area of inter-firm cooperation so that the

Conmi ssion can decide on future work. Part C deals with information on
research bodi es and ot her support agencies working in the area of enterprise
devel opnent which m ght be constituted into a database to facilitate both
better research and project design. Lastly, Part D contains information on
cooperati on between UNCTAD and ot her United Nations agencies and internationa
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organi zations in the area of enterprise devel opnent. Mst international and
bi | ateral organizations pronmoting enterprise devel opment have been affected by
budget cuts. Cooperation amobng organizations is thus increasingly being used
to reduce duplication, facilitate synergy and conpl enent i ndividual programe
activities.

A. Expert Meeting on Governnment and Private Sector
Roles and Interactions in Small and Medium Si zed
Ent erpri se Devel opnent

1. Backar ound
4, Enterprise devel opnent is a dynam c and conpl ex process, influenced by a

| ar ge number of factors both at the macroeconomic | evel and at the |evel of
the individual enterprise. Successful enterprise developnment is affected by a
conduci ve economi ¢ environnent in terns of the macroeconom c, regulatory and

| egal frameworks, the structural characteristics of the national econony, the
degree of market devel opnent, the institutional framework, the infrastructura
and human resource base and the quality and coherence of government policies.
Simlarly, entrepreneurs have to tackle many problens while they pass through
di fferent devel opment stages fromenterprise start-up to growth and expansion

5. Consequently, policy makers face common chal l enges in prompting and
strengthening | ocal enterprises, although the specificities of enterprise
devel opnent may vary fromcountry to country. The discussion at the first
session of the Conm ssion on Enterprise, Business Facilitation and Devel opnent
hi ghl i ghted several questions or sets of issues that are comon to many
countries and which appear to be of inportance for enterprise devel opment.
These issues include the role of the State in creating an enabling

macr oeconom ¢ environnment for enterprise devel opment, the pronotion of a
pol i cy dial ogue between the Governnent and the enterprise sector, the

devel opnent of domestic productive capacities, the stimulation of enterprise
devel opnent through the renoval of trade and technical barriers and the
facilitation of transfer of technology, and issues related to the graduation
of enterprises fromthe informal to the formal sector. 2

6. Many of the issues raised by the Commission | end thenmselves to

di scussi on anong experts in intergovernmental bodies with a viewto
formul ati ng concrete recomrendati ons for the devel opnent of enterprises,
particularly SMEs. Pursuant to the Conmi ssion’s decision at its first

session, the UNCTAD secretariat organi zed an expert neeting on “the respective
rol es of governnent and the private sector, including NGO, and the

i nteracti ons between themin creating a coherent policy franework and setting
up effective support neasures and structures for the devel opnment of SMEs and
mcro-enterprises, in particular those in |east devel oped countries”. 3

7. The Expert Meeting took place in Geneva from23 to 25 July 1997.

Some 110 experts from 65 countries, as well as representatives from severa
United Nations agencies, other international bodies and NGOs, participated in
the Meeting. The mpjority of the experts canme fromcivil society and
represent ed busi ness associ ati ons, enployers' federations, SME support
agenci es and other private sector organi zations that have a stake in the
devel opnent of SMEs. Stressing the inportant econonic and socia
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contributions SMEs can nmake to the effective functioning of the market
econony, as well as to enploynent generation, growth and devel opnent, the
experts adopted a set of recommendations to be submitted to the Comr ssion on
Enterprise, Business Facilitation and Devel opment. *

8. The deli berations at the expert meeting focused on four major issues:
(i) channels for Government-private sector dialogue; (ii) policy coherence for
SME devel opnment; (iii) SME support mechani sns and agencies; and (iv) the role
of professional organizations in Government-private sector dial ogue and SME
support. A few key questions raised and | essons learnt fromthe discussions
are presented in the follow ng sections.

2. Main points of the discussion

(a) Channels for Government-private sector dial ogue

9. G obalization and |iberalization, facilitated by rapid progress in

i nformati on and comuni cati ons technol ogi es, are the dom nant trends in the
gl obal econony. Their economi c inpact radically changes the relationship

bet ween the Governnment and the private sector. As a result, econom es have
beconme nore market-oriented and enterprises play an increasingly inportant
role in the devel opnent process. Conversely, the role of the Governnent is
progressively shifting fromdirect econom c intervention towards the creation
of an enabling environment to facilitate the establishnent and expansi on of
private enterprises.

10. The redefinition of the role of the Government in econom c devel opnent
includes, inter alia, the need for a meani ngful and substantive dial ogue

bet ween the Governnment and the private sector on policies, neasures and
actions for the pronotion of small and medi umsized enterprises. In this
context, intergovernnental discussion and the exchange of national experiences
ranged from straightforward i ssues, such as the form and objectives of
government - pri vate sector di al ogue and the need for a bal anced representation
that al so includes SMES, to more conpl ex questions, such as which mechani snms
have proved to be successful, what results have been achi eved, why have sone
forms and structures been successful in some countries while they did not work
in others, what are the | essons that may be drawn regardi ng the effectiveness
of such di al ogue and, nobst inportantly, can successful experiences be
replicated when national conditions differ?

11. During the Expert Meeting, these issues were explored and sone conmon
posi tions were reached. There was a broad consensus on the need for
government -private sector interaction to prompte enterprise devel opment, as
well as on the need for the Governnment and the private sector to work in
partnership. |In fact, in several countries, formal nechanisns of
government-private sector interaction have been in existence for |ong periods
and proved their useful ness.

12. The diverse arrangenents for conducting this dialogue include

consul tative councils, governnment-private sector boards, joint

government -private sector sem nars, workshops, and other government-private
sector forums. In Mauritius, for exanple, a three-tier system has energed
over tinme which is based on sectoral associations, core national bodies,
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i ncl udi ng chanbers of commrerce and professional associations, and a Joint
Econom ¢ Council at the apex acting as a spokesman of the private sector in

t he hi ghest policy-making bodies. During regular and well prepared neetings,
including with senior mnisters and the prinme mnister's office, the broad
parameters for governnent-busi ness cooperation are established, thereby
creating transparency and a climte of confidence and trust. In Hungary,
efforts are under way to create an Entrepreneurship Devel opment Council on
whi ch representatives frommnistries, chanbers of commerce, business

associ ations and individual experts will serve with a view to advising the
Government on creating enabling commercial and | egal frameworks for SME
devel opnent. In Romania, the consultative councils will also invite foreign

investors to participate in their deliberations. Through this exchange of
experiences it becane clear that in order to achieve its objectives, the
government - pri vate sector di al ogue needs to be not only structured but also
transparent and continuous, while its agenda should be practical and
oper at i onal

13. Experts al so stressed that such a policy dial ogue needs to be conducted
at all levels of governnment, as well as by econom c sectors. The discussions
hi ghli ghted the need for interaction particularly at the |local |evel, where
the inmplementation of enterprise policies and the delivery of support services
t ake pl ace.

14. Anot her key | esson that may be drawn fromthe discussions is the need
for a bal anced representation of all sectors of the business comunity,
including SMES, in the policy dialogue. Al types of SMES need to be
represented so that they can constitute the true voice of small business which
can easily be identified by the Government. A dialogue that is dom nated by
large firnms, which often also have strong political connections, risks |osing
sight of the specific needs and interests of SMEsS. |In this context, the pros
and cons of unbrella organizations vs. specialized organi zati ons for SMES need
to be taken into account. Experiences in countries such as Egypt and
Australia have pointed to possible conflicts of interest between large firns
and SMEs within unbrella organizati ons. Based on such | essons, the foundation
of genuine and effective SME associ ati ons appears to be advisable, and this
woul d al so all ow such associations to strengthen their bargaining power and to
maintain their integrity vis-a-vis their constituencies. Oher suggestions

hi ghl i ghted the potential advantages of SME groupi ngs based on specific

i nterest, econonic sectors or geographical |ocation over unbrella

organi zations. On the other hand, there have al so been experiences show ng
that SMEs constitute the overwhelming majority in unmbrella business

organi zations. This could facilitate the presentation of issues relevant to
SMEs in the governnent-private sector dialogue. In other instances SMEs have
been able to establish effective subcomittees within unbrella organizations.
The advantage of remaining in an unbrella organization is the ability to

har moni ze opi ni ons, take joint action and avoid presenting the Government with
conflicting views on issues isolated fromthe rest of the business comunity.

(b) Policy coherence for SME devel opnent

15. Until recently there has been a | ack of awareness of the need for
coherent policies for SME devel opnent. An appropriate national policy
framework for SME devel opnent woul d enconpass coherence at several |evels. At
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the first session of the Comm ssion, discussion of policy coherence focused on
the macro and micro | evels. However, policy coherence is needed at other

| evel s or stages, including at the federal and l|ocal |evels and at the

nati onal and international |evel and during policy design and inplenentation
However, due to the conplexities involved, efforts to design such a
conprehensive national policy framework have rarely been attenpted. The
experts identified the different |evels at which policy coherence needs to be
achi eved and exchanged experiences on nmeasures and structures for attaining
it.

16. While a regular and effective governnment-private sector dialogue is
essential for the creation of a coherent policy franework for enterprise and
SME devel opnment, policy coherence inplies not only the design of coherent
policies but also clarity and consistency in their inplenmentation. However,
this is a conplex and conprehensive process, which needs to involve both the
Government and the private sector

17. Policy coherence inplies the creation of a favourable overall policy
framework for the devel opnent of all enterprises and entrepreneurship. Such a
framework contributes to the fostering of confidence anbng econoni c actors,
including foreign investors, in the nmanagenent and evol uti on of the econony
and reduces comercial, financial or investnent risks associated with
unexpected or excessive tax, interest-rate or currency nmovenents. Such
conditions, together with fiscal incentives and financial market regul ations,
will help to nobilize savings, develop financial institutions and markets and
encourage investnent. Thus, policies which have a bearing on entrepreneurship
and the devel opment of enterprises, such as policies relating to macroeconom c
stabilization and functional issues such as taxation and busi ness-rel ated
regul ations, will need to be consistent with sectoral and firmlevel policies
to devel op new capacity or to achieve and maintain firmlevel conpetitiveness.

18. The achi evenment of policy coherence in the interest of enterprise

devel opnent may sonetines |ead to conflicts with other policy goals, thus
distracting fromthe principal objective of SME devel opnent. For exanpl e,

| ocal measures for enterprise devel opnment nay not be in line with national or
regi onal devel opnment strategies and vice versa, and austerity measures that
may be necessary to maintain macroeconomc stability have an adverse effect on
the availability of credit facilities for enterprises. Simlarly, the
provi si on of governnent-funded support services to enterprises may conprom se,
at | east tenporarily, budgetary discipline. Such conflicts could be resolved
by careful policy analysis and policy design. For instance, policies that
entail additional spending on SME devel opnent can be justified by additiona
tax revenue that would be generated by a flourishing enterprise sector. In
this sense, the Government of Egypt is planning to grant tax exenptions to
banks which provide | oans to SMEs.

19. Pol i cy coherence needs to occur in several other main areas, such as
bet ween and anong public and private sector support services and programes
and between government authorities involved in SME devel opnent at different

| evel s. Mreover, in creating a coherent policy framework for SME

devel opnent, Governnents al so need to take into account obligations emanating
from binding international agreenents that have an inpact on the nature and
the design of enterprise policies and support mneasures.
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(c) SME support nechani sns and agenci es

20. There is broad agreenent on the need for support nechani sms and busi ness
devel opnent services for the pronotion of SMEs. While there is much

i nformati on on the types of support agencies and services established, there
islittle know edge of how effectively they function. |In addition, there is
the issue of “subsidiarity” or who can do what best at different |evels of
government and anobng various service providers. Wat nechani sns have been
devel oped to take into account the special needs of wonen and energing
entrepreneurs? Some Governments have established SME support agencies wthin
government structures - what are their main functions? How effective have

t hese agenci es been as channels for a two-way flow of information between
government and SMEs? \What are the pros and cons of a centralized agency
versus a multi-agency approach? What other structures mght effectively serve
such a purpose? Since the provision of devel opnment services to enterprises
can be costly, mechanisnms for the long-termfinancial sustainability of such
services and rel ated agencies are increasingly inportant. What experience has
been acquired concerning, for exanmple, user fees, scaled fees, voucher
programes and ot her cost-recovering mechani snms? Since various support
services can al so be provided on a conmercial basis, what is the role of the
private sector in providing such services? In addressing these questions, the
experts arrived at a nunmber of val uabl e concl usions.

21. SMEs need a variety of services and assistance for their devel opnent,
both during the start-up phase and during | ater expansion phases. 1In addition
to financial services specifically tailored to the needs of SMEs, they al so
need assi stance in areas such as managenent and skill devel opnent, technol ogy
transfer, counselling, marketing, and collecting and assessi ng market

i nformati on. Support services can be, and in actual practice are, provided by
both the public and the private sector

22. Vi | e many SME support services, including |easing of equipnment, |ega
and accounting services, marketing, etc., could be conmercialized, the
Government retains a prominent role in the provision of business support
programes and services, particularly for business start-ups, as well as with
regard to financial support, contact services, general advice and information
and basi c manageri al and vocational training. However, even for the latter
servi ces, user fees may be charged to cover fully or partially their cost,
thus pronpting market reaction signalling the useful ness of these services and
contributing to the sustainability of their delivery.

23. Whet her busi ness support should be demand- or supply-driven was

di scussed in the context of inproved support service mechani sms. The
consensus was for demand-driven support, |eaving room however, for

suppl y-driven support in situations where enterprises are not aware or

i nformed about existing programres or the potential benefits that could derive
t herefrom

24, In addition to a nore demand-driven approach in SME support agencies and
programes, conparative advantages of different service providers could be
better exploited by strictly adhering to the principle of subsidiarity, which
woul d determ ne the role of SME support agencies on the basis “who can do what
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best”. Horizontal (or functional) subsidiarity would help define a new

di vision of |abour in providing support services between the Government

(i.e. the admnistration, as well as governnment agencies and institutions),
civil society, including non-profit organi zati ons, foundations, menbership
organi zati ons and ot her NGOs, and individual enterprises, including their

sel f-hel p organi zations. Vertical (or territorial) subsidiarity could
contribute to a better demarcation of responsibilities, and hence
accountability, of support agencies at the central, regional and | ocal |evels.

25. Experts stressed the inportance of the critical role of professiona
associ ations for SME devel opnent. Professional associations can act as both
efficient providers of specialized support services and as an effective | obby
for SME interests. The role of professional organizations may particularly

i ncrease when governnent intervention dimnishes over time with the

strengt hening of private support agencies.

3. I nplications for future work

26. The Expert Meeting was part of a |longer-termintergovernnental process
addressing issues related to the formulation and inplenmentati on of enterprise
devel opnent strategies. The experts adopted detail ed recomrendati ons for
Governnments and for activities undertaken within UNCTAD. % The
recomendati ons to Governnments could | ead to concrete action on their part to
pronote SME devel opnent. Concerni ng recomendati ons to UNCTAD, the
secretariat is currently studying the proposals made. |In order to sharpen the
focus of such deliberations at UNCTAD, further consideration and gui dance are
needed, particularly with regard to the direction of and priorities in policy
anal ysis, the exchange of national experiences, and rel ated technica

assi stance and advi sory services.

27. An issue that both del egates and experts at the first nmeeting of the
Commi ssion and at the Expert Meeting recurrently felt would nerit further

exam nation was the possible value as well as the ways and neans of pronoting
and facilitating effective inter-firm cooperation, including clustering,
net wor ki ng and technol ogy partnershi ps, between and anbng SMEs, as well as
with larger enterprises. The next section of this paper attenpts to highlight
rel evant aspects which have emerged fromthe secretariat's prelimnary
overview of the role of networking, clustering and partnerships in SME

devel opnent.

B. Progress report on activities in the area of
inter-firm cooperation

1. Backgr ound
28. The Commi ssion at its first session recognized that further analytica
work and policy research within UNCTAD wi ||l be needed on the ways and neans of

pronmoting and facilitating effective inter-firm cooperation, including
clustering, networking and technol ogy partnership, both donestically and
internationally, as an instrument in fostering the devel opment and
conpetitiveness of enterprises. The Comm ssion requested that the secretariat
begi n anal ytical work and policy research on this item and reconmended that it
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start with an overview of the work already done. ® The follow ng sections
contain in a succinct formthe main findings of the overview

2. d obal trends

29. International collaboration agreenents anong firns have becone

i ncreasingly prominent. This collaboration has taken different fornms in
different contexts, ranging fromstrategic alliances to technol ogy
partnerships, growth triangles, incubators, clustering, “know edge networks”,
licensing and franchising. |Inter-firmcooperation is undertaken for a variety
of purposes: sharing know how, joint action, building technol ogica
capacities, taking advantage of |ocal marketing skills, decentralizing to be
closer to local markets, building user-supplier networks, and taking advant age
of “know edge spillovers” through spatial proximty. What is newis the speed
at which inter-firm cooperation has increased since the 1980s and the degree
to which this has happened on a basis that is nmore and nmore cross-national in
nature. This developnent is particularly significant in industrialized
countries and advanced devel opi ng countries. According to an OECD st udy,

“nmost of the industrialized countries are already deeply enmeshed in

gl obalization and are taking steps both to nmaxim ze its benefits and to ease
adjustnents it demands. Enterprises thenselves take a |leading role in the

i ntegration process. There are, however, differences in the ability of

devel opi ng countries’ enterprises to face the chall enges of gl obal econom c
integration”. 7 Thus the firms fromthe so-called Triad countries (the

United States, the European Union and Japan) account for a nmpjority of the
agreenents concluded during the period 1990-1995. Devel oping country firms
are, however, also increasingly participating in such agreements. Their share
ininternational inter-firmalliances, increased fromabout 440 in 1990 to
about 2,120 in 1995. Over the sane period, however, the share of Central and
Eastern European firns decreased by half. 8

30. The significant growth that has taken place in inter-firmalliances is
particularly notable in the area of information technology (IT). Newy

i ndustrialized countries and transitional econom es account for a major
proportion of the IT alliances involving non-CECD countries. The majority of
al liances of non-COECD country firms have invol ved the generati on or exchange
of technol ogy, understood to include tacit know edge concerni ng best practices
i n managenent, marketing and the organi zati on of production, as well as

know edge enbodied in software, machinery and equi pnent, and are in the areas
of tel ecommuni cati ons and conputers. Contractual agreenents, joint ventures
and equity investnents are the predom nant forns of these alliances. Sone
firms from devel opi ng countries have gai ned significant benefits fromthese
strategi c partnerships, not only in terns of accessing nore advanced
technol ogi es but also in strengthening their capacity to devel op such

technol ogies on their owm. Firnms fromindustrialized countries are interested
in entering into such alliances in order to gain access to markets, |ow- cost
production sites and | ow cost technol ogy devel opment sites in the devel opi ng
world, as well as to spread the costs and risks of innovation

3. Forns of inter-firm cooperation

31. Clusters of firms may or may not involve formal partnerships between
spatially proximate firms. They are thought to facilitate access to
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externalities/public goods such as water, electricity, and the right kind of

| abour force. Oher effects of clustering have been identified, for exanple
“emul ation”, “tacit know edge transfer” and | ower transaction costs as trust
buil ds up and/or through the ease of transaction that comes from “socia
proximty”. ° A cluster, grouping a nunber of small enterprises, can have two
organi zati onal objectives. The first is a geographical one; having a cluster
of enterprises within close proximty facilitates the production process,
especially in cases where the firms are produci ng the sanme goods, by allow ng
for a strategy of |abour division. The second objective and possible
end-result of this cooperation is that firms producing the same goods and
clustered together may conpete with | arger enterprises, for exanple, in a
consortium Clusters characterized by this division of |abour can be defined
as industrial districts, which are locally coordinated and articul ated
econom ¢ systens, normally specializing in one product and supported by |oca
government authorities through policy dialogues and support structures. Thus,
firms in such clusters benefit fromboth the division of |abour and the
externalities of spatial aggloneration. ° Mst research on clustering has
dealt with clusters of various sorts in devel oped countries. Far less is
known about existing clusters in the devel oping world, for exanple Nnew
(Nigeria), Bangalore (India) or Mnas Gerais (Brazil), or of the conditions
that have nmade it possible to sustain the growth of innovativeness of firns

t here.

32. Networking i s nost often used to describe arns-length interactions
between firns, such as international production or distribution networks. It

i ncludes interaction across a value chain w thout the necessity of having
either formal |inks or equity participation and does not require proximty.
Both networks of small firnms and international production networks organi zed

t hrough subcontracting and/or foreign direct investnent (FDI) by transnationa
corporations (TNCs) are included in this category. These networks enable
firms to share risks and costs and to access markets. Reduction in production
and transaction costs, as well as considerations of market penetration and

mar ket power, are thus key elenents in the firm s decisional matrix.
Networ ki ng |inks small, medium and |arge enterprises by an exchange of

i nformati on (for exanple of a technol ogical or marketing nature), comrercia
rel ati onshi ps (between suppliers and custoners) and conpetition relationships
in order to devel op a responsive organi zati on or production system The main
characteristic of a network is that it does not require geographical proximty
to be efficient: it can link firm whose activities are distributed around
the world. Yet the extent to which networking is or can beconme an effective
means of pronoting technol ogy transfer and capacity-building in the South is
little known.

33. Inter-firm agreements taking the form of strategic partnerships, with or
Wi thout equity, exist at all stages in the value chain, fromR & D through
production to marketing/distribution. Traditionally such agreenents were
one-way - as in licensing agreenents or franchising. Mre recently, two-way
partnershi ps have al so energed. They are designated “two-way” because they

i nvol ve knowl edge production and sharing as in R & D partnerships or
nmodul ari zed producti on where those producing the nodul es share in the design
of conponent parts of the final product or joint marketing. Partnerships of
this sort involve risk and cost sharing and consi derati ons of market access
and power. They also inply nutuality, in the sense that beneficia
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contributions emanate from both partners, meaning that they have sonething
important to offer to each other. They have the advantage of ensuring greater
flexibility to respond to change and stinulate innovation through

interaction. 2 Data from UNCTAD s World I nvestnent Report 1997 show i ncreased
participation by firms from devel opi ng countries in strategic partnering
activity. As this is a very recent phenonenon, little work has as yet been
done on the factors encouraging the formati on of such alliances and the
benefits derived fromthem The contribution of investnent, R & D, innovation
and fiscal policies to this process anong firns in devel oping countries and
between firns in the North and the South is al so under-researched.

4. Policy issues

34. Inter-firm cooperation takes place largely due to the initiative of
firms themsel ves, driven by market forces. However, such cooperation becones
vi abl e only when the policy environment is conducive. This section deals with
policies that foster and sustain inter-firmcooperation in different forns
(e.g. clusters, networks, and strategic partnerships). Such policies becone
effective in stinulating the benefits of inter-firm cooperati on when enacted
and i mpl enmented at different levels in a coordinated manner. These different
but interlinked and often overlapping levels are: (i) the Governnment (macro
level); (ii) internediaries (neso-level) e.g. chanbers of conmerce and

i ndustry, regional governments, universities, etc.; and (iii) enterprises
(mcro level).

35. When di scussing policies or policy inplications of inter-firm
cooperation, the most inportant factors are the consistency and stability of
policies and the Governnent’s decision to retain the chosen policy franmework.
Sudden and unforeseen changes that are inconsistent with past policies can be
a threat to decisions which need a |ong-term perspective. The macroeconomic
framework has a significant effect on local partners as well as foreign
enterprises in decisions relating to inter-firm cooperation and industria
devel opnent. It is possible to claimthat enterprises with already
satisfactory |l evels of managerial, marketing and technol ogi cal capabilities
are attractive partners for inter-firmcooperation and, in turn, they are
likely to be able to benefit nmore fromthe opportunities that coll aboration
offers. ¥ Governnment policies may therefore focus on building up such
critical capabilities anong donestic enterprises, and such policies include

t he provision of incubator facilities, as well as financial and other

guar antees on behal f of domestic enterprises seeking to participate in globa
al I'i ances.

36. Macr oeconom ¢ policies often influence the behaviour of enterprises
through their effects at the meso-level of specific industries' regions and
areas. Various types of institutions, situated at an intermedi ate | eve

bet ween t he macroeconomni c framework and individual enterprises can contribute
to the creation of inter-firm cooperation by assisting in bringing potentia
partners together, dissem nating information, and building the nutua
confidence necessary for any agreenent. Institutions at the nmeso-|evel, such
as trade associ ations and regi onal governnents, play an inportant role in many
nations in funding and even creating specialized research institutions. O her
institutions that mght play an inmportant neso-econonm c role and pronote
strategi c partnershi ps are non-governnental organizations, acting as an
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i nstitutional mechanismto increase the | evel of nutual confidence anpng
partners and at the sanme time supplying a variety of real services, training
and techni cal assistance.

37. Under today's circunstances, where technol ogies are changing rapidly
and shortening product life cycles, innovation has becone a key conpetitive
strength. However, the devel opnent of new technol ogies increasingly requires
diversified inputs fromseveral different disciplines. It is becom ng
difficult for a single firmto nmuster all the resources required to be

i nnovati ve and conpetitive in the global markets, and firns are therefore
aligning thenmselves with others, including conpetitors, with conplenmentary
capabilities or resources. Such conplenentary resources could be in

i nnovati on, organizational or marketing know edge, research and devel opment,
and finance. Hence, to be able to participate in inter-firmalliances, firnms
need to possess sone initial strength. Provision of venture capital to newy
energing innovative firms nmay also attract international firnms to collaborate
wi th donmestic firnms.

5. Need for research and policy dial ogue
38. As UNCTAD s overvi ew i ndi cates, nost of the research conducted so far
on inter-firmcooperation (clusters, networks and strategi c partnerships) has
been carried out fromthe perspective of devel oped countries. It would now be

important to bring in the perspective of devel oping countries and transition
econom es through studies of clusters (industrial districts/technol ogy parks),
networks and strategic partnerships (between firms in the same country, as
wel | as between donestic and foreign firms) in devel oping countries and
transition econom es to understand the driving forces, processes and results
of such inter-firm cooperation

39. In this respect it would be useful if the experiences gained by firnms
involved in inter-firm cooperation, networking and clustering were di scussed
and shared anong interested actors and practitioners fromdifferent countries,
including a wider range of firns as well as representatives of Governnents
from devel opi ng countries and countries in transition, with a viewto
pronoti ng the exchange of experience and furthering the devel opment of

this cooperation as part and parcel of national innovation systens.

C. Information on research bodi es and other support agencies
working in the area of enterprise devel opnent

40. The Conmi ssion on Enterprise, Business Facilitation and Devel opnent,

at its first session, requested a background note on information avail abl e
on research bodi es and ot her support institutions working in the area of
enterprise devel opnent that m ght be constituted into a database, accessible,
inter alia, via Internet. Such information could facilitate better research
and better project design. Information was solicited from 19 United Nations
organi zati ons and agenci es and ot her organi zati ons engaged in enterprise
devel opnent. The nobst rel evant dat abases are descri bed bel ow.
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International Labour Organization
41. Information on ILO activities, publications and databases is accessible
through the Internet at the address http://ww.ilo.org. |1LO has two databases

of particular relevance to enterprise devel opnent which are managed by its
Enterpri se and Co-operative Devel opment Depart nent.

42. INSTEAD is the Information Service on Technol ogi cal Alternatives for
Devel opnent, which di ssem nates informati on on food processing, agricultura
tools and inplenments, building materials, energy, and handicrafts in wood,

| eather, textiles, and netal, etc. Information nmay take the formof |ILO
techni cal publications, bibliographies, catal ogues, reports, articles,

and lists of addresses of institutions and of equi pnent suppliers or

manuf acturers, and is provided free of charge to devel oping countri es.

| NSTEAD i s a subset of LABORDOC, which is a database of the mgjority of the
ILO library’s holdings and those of the I1LO s specialized docunmentation
centres.

43. INTERMAN is the International Managenent Devel opnent Network, closely
connected with 1LO s Entrepreneurshi p and Managenent Devel opment Branch

| NTERMAN | i nks | eadi ng managenent devel opment centres and enterprises in

over 72 countries, including all mjor regional associations worldw de.

Among ot her things, it pronotes the exchange of managenent experience across
regions, as well as the devel opment of strong management institutions in LDCs.
Membership is open to private and public enterprises and nanagenent

devel opnent institutions, schools and centres, as well as devel opnment

agenci es, foundations, etc.

Wor |l d Bank

44, The Worl d Bank has several databases relevant to enterprise devel opnent
and is also one of the sponsors of the Enterprise Devel opment Wbsite
( ENTERWD) .

45, ENTERWeb is a master index of databases and websites relating to
enterprise devel opnent at the address http://ww. enterweb.org. The site is
sponsored by a nunber of organizations, including the Wrld Bank. It is an
annot ated neta-index and i nformation clearing house on enterprise devel opment,
busi ness, finance, international trade and the gl obal econony. Its main focus
is on mcro, small and medium scal e enterprises, cooperatives, and conmmunity
econom ¢ devel opnent, in both devel oped and devel opi ng countries. ENTERWD
lists and rates Internet resources in these areas, and conpl enents search

engi nes by providing short cuts in identifying inmportant sources of

i nformati on.

46. The primary objective of ENTERWb is to provide to enterprise

devel opnent practitioners, policy makers, academ cs and small business owners
an annotated list of Internet resources giving substantive information on
enterprise devel opnent topics, including finance and credit, technol ogy and
technol ogy transfer, training and advisory services, entrepreneurship

devel opnent and i ncubators, conmunity econom c devel opnent, education and



TD/ B/ COM 3/ 9
page 14

vocational training, marketing and trade, donor activities, discussion groups,
i nternati onal business research, women and enterprises, conferences and
sem nars, etc.

47. Fundline, at the address http://ww. worl dbank. org/htm /fpd/ psd/fundline,
is a database managed by the Wrld Bank to facilitate communi cati on between
potential equity investors and enterprises in Eastern Europe and the

former Soviet Union. Fundline includes portfolio investnent funds, private
equity funds and compani es, venture capital funds, nmutual funds and ot her
equity vehicles.

48. TechNet, at the site http://ww. worl dbank. org/ htm /fpd/technet/
indicato.htm lists a set of science and technol ogy indicators. TechNet is
desi gned to encourage understandi ng and pronote the use of science, technol ogy
and information in devel opnent.

International Trade Centre UNCTAD WIO

49. The I TC prepares and publishes the World Directory of Trade Promotion
Organizations and Other Foreign Trade Bodies, which is intended to provide
devel oping countries with a reference book of useful addresses that will help
establish contacts with, and encourage a direct flow of information anong,
bodi es responsible for facilitating and pronoting international trade. The
Directory is also avail able on diskette.

50. The ITC s recently launched International Conpetitiveness Progranme for
SMEs (ICPS) will neet the technical assistance needs of SMEs in devel opi ng
countries and economes in transition through the Network of Nationa

Mul tiplier Organizations in the private and public sectors. Typica

mul tiplier organizations are trade training institutions, chanbers of

comer ce, business associ ations, SVME devel opment agencies, export pronotion
councils, trade points, private sector consulting and training agencies and
devel opnent finance institutions. The Programme will work closely with

these multiplier organizations by putting in place an interactive network of
agenci es through which a nunmber of technical assistance products and services

such as learning tools, diagnostic tools and practical guides will be
dissem nated directly or indirectly to enterprises in the interested country
or region. The network will be open to participation by all interested

agenci es subject to a m ninum assessed | evel of conpetence, conmtnent and
credibility.

Future action on databases and networking

51. At the Expert Meeting on Governnment and Private Sector Rol es and
Interactions in SME Devel opnent, the experts requested that UNCTAD set up

a network of institutions and individuals who had attended the meeting. It
woul d be possible to create an interactive website where UNCTAD s Enterprise
Devel opnent Branch coul d provi de updates on

. nanmes and addresses of experts working in SME devel opnent;
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. UNCTAD s activities and programes on SME devel opnent, including
rel evant activities of the Conmi ssion on Science and Technol ogy
for Devel opnent.

52. The website could also provide a forum for continuous discussion of
enterprise devel opnent strategies, including issues raised during various
expert neetings requested by the Comm ssion. Fromthe review of existing
dat abases, it appears that there is no need for UNCTAD to create another
“general” database on SMEs. However, a directory of such databases woul d
be useful and could al so be included on the web.

D. Cooperation between UNCTAD and ot her United Nations agencies
and i nternational organizations in the area of enterprise

devel opnent.
1. Genera
53. Enterprise devel opnent is an area in which a nunber of United Nations

agencies are actively supporting devel opi ng countries through policy advice
and technical cooperation. For a number of years UNCTAD s Enterprise

Devel opnent Branch has been coordinating its technical cooperation activities
in enterprise developnent with I1LO s Entrepreneurshi p and Managenent

Devel opnment Branch and UNIDO s Smal| and Medium Enterprises Branch, as well as
cooperating closely with the Departnment for Devel opnent Support and Managenent
Services (now part of the Departnment of Econom c and Social Affairs) in the
joint inplementation of the EMPRETEC Programe. Inter-agency cooperation

has become a notable feature of UNCTAD activities for the pronotion of SMEs,
entrepreneurshi p and private sector devel opnent and diversification. During
the past year UNCTAD has had extensive contacts with a nunber of other

i nternational organizations working in the field of enterprise devel opnent.
These contacts have taken three main forns: information sharing, coordination
and joint activities and/or projects. In nost cases the organizations
concerned have concentrated on cooperation benefiting LDCs. Such cooperation
is crucial if technical assistance is to be effective, given the reduced
resources available to nost international organizations. Joint projects
reduce resource demands on each organi zation while producing useful synergies
and avoi di ng duplication

2. Information sharing and coordi nation

54. Briefing neetings have been carried out with: ASEAN, CARI COM DESA
ECA, ECE, ESCAP, EU, IDB, ILO ITC, OAS, OECD, UNDP, UNIDO and the Wrld
Bank. At these neetings, programres were described in detail, views exchanged
on the relevant issues, areas of mutual interest identified and joint
activities planned. During the year, a number of neetings were held on SME
devel opnent, and UNCTAD attended those nmeetings held in Geneva and Paris

(1 LO Annual Meeting, Conmittee of Donor Agencies for SME Devel opnent,

CECD Conference on Women Entrepreneurs in Small and Medi um Enterprises);
UNCTAD al so attended and presented a paper at the Tenth Internationa
Conference of Small and Medium Enterprises, Florida, sponsored by the Wrld
Association for Small and Medium Enterprises. Budgetary constraints, however,
prevent ed UNCTAD from attendi ng ot her neetings outside Geneva.
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3. Joint activities
55. There have been a nunber of joint activities, such as joint m ssions,

joint workshops, and field projects:

. ECE: A joint ECE/ UNCTAD Task Force has been created to coordi nate
activities in enterprise devel opment. The Task Force has deci ded
to focus its cooperation on countries in transition such as
Al bani a, the forner Yugoslav Republic of Macedoni a and southern
ClS countries. ECE representatives participated at the recent
Expert Meeting on Government and Private Sector Roles and
Interactions in SME Devel opnment.

. ILG The June Annual Meeting focused on SMEs and enpl oynent
creation. The Chairperson of the session dealing with this topic
al so served as an invited resource person for the Expert Meeting
on Governnent and Private Sector Roles and Interactions in SME
Devel opnent, thus ensuring that there was a bridge between these
two events. |LO also prepared a paper for the Expert Meeting and
participated actively in the discussions, particularly on donor
coordi nati on.

. UNIDO. A joint conmmuni qué on cooperation agreed between the
two organi zations was issued on 3 April 1996. Periodic neetings
have since been held on nore effective coordination. Concrete
wor k undert aken by the two organi zations includes a pilot project
to prepare country profiles for investnment in selected African
countries; organizing international business conferences for
African countries; and seeking to strengthen ties between private
sectors in African countries and other regions to dissem nate
scientific and technical information. Cooperation has been
extended to investnent guides for LDCs, and investment policy
revi ews have been conducted jointly. 1In the area of investnent
pronmoti on, UNI DO and UNCTAD were the joint hosts for an
i nternational conference on privatization and investnent held
in Geneva in which 200 busi nessmen participated along with Uzbek
government officials. UNCTAD and UNIDO are jointly assisting
the Uzbek Foreign Investment Agency at present. UNCTAD is al so
currently hel ping UNI DO prepare for the second investnment forum
for Uzbekistan to be held in Vienna later this year. UN DO
participated in both the recent neetings of WAIPA and in the
expert neeting on SMEs mentioned above.

. CECD: UNCTAD recently participated in the OECD neeti ng on wonen
entrepreneurs. Active cooperation in the field of accounting for
enterprise development in the CI'S has been going on since 1991
this year UNCTAD provi ded the background docunments and resource
persons on accounting for non-bank financial institutions (pension
funds, insurance funds, investnent funds) for the annual neeting
of governnent representatives in charge of setting accounting
standards. At the request of OECD, UNCTAD has created a worKking
group on audit questions and has organi zed two neetings of this
group. This fall, UNCTAD will provide the background docunents
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on accounting for SMEs for the annual neeting of CI'S
standard-setters. UNCTAD also wites a colum on internationa
coordination in this field for the OCECD newsletter, “Accounting
Informati on Network in the C S

. UNDP: UNDP has funded enterprise projects in the area of
accounting reformin Azerbaijan and Uzbeki st an

. Conmi ttee of Donor Agencies for Small Enterprise Devel opnent:
UNCTAD has been an active participant in the Comrittee of Donor
Agenci es for SME Devel opnment and attended its April session
Menbers of the Committee also attended UNCTAD s Expert Meeting on
SMEs. Coordination anong donors and international organizations
was di scussed at the Expert Meeting, and the Committee has
recently witten guidelines for donor-funded interventions
in the area of business devel opment services.

. Eur opean Commi ssion: The Secretary-General of UNCTAD has
mai nt ai ned constant contact with the EC. The EC has becone
a maj or donor for UNCTAD s technical cooperation activities,
including activities in the area of enterprise devel opment.

4. Techni cal cooperation

56. UNCTAD s EMPRETEC programe on entrepreneurship and small and
medi um scal e enterprise devel opment ains at stinulating enployment-creating
i nvestmment, technol ogy transfer and export diversification through the

trai ning of indigenous entrepreneurs and the devel opment of innovative SMEs.
The programe, jointly inplemented with UNDESA, is presently operationa

in 12 Latin Anerican and African countries and has for many years cooperated
with UNDP. In recognition of this successful collaboration, UNCTAD has been
identified as a | ead organi zation in expanding the EMPRETEC nodel to 10 new
African countries under an initial phase of UNDP's Enterprise Africa project
and in further devel oping the | DRC-UNCTAD network of Centres for I|nnovation
and Enterprise Devel opnent (CIEDs), currently in its pilot phase.

57. UNCTAD i s al so cooperating with the CARI COM Secretariat, the Caribbean
Council for Science and Technol ogy, OAS, and UNDP in | aunching an EMPRETEC
Cari bbean regi onal programme. Building on the |essons |earnt from

i mpl enenting the EMPRETEC programe over 10 years, UNCTAD has devel oped an
expanded programe for which elenments will be designed and inplenented in

cl ose collaboration with other international institutions, including ILO ITC
UNEP, and UNI DO.

58. In addition, UNCTAD is inplementing a project on “African Commodity
Sector Diversification through South-South Cooperation in Trade and

I nvest ment” under which specific activities entail an exchange of information
with ITC and the O fice of the Special Coordinator for Least Devel oped,

Land-1| ocked and |sland Devel opi ng Countries. O the 13 sub-Saharan countries
participating in study visits to South-East Asia in Decenber 1996, six were
LDCs.
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