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Agenda item 3

THE ROLE OF SUPPORT STRUCTURE - PUBLIC (M NI STRI ES, REG ONAL
GOVERNMENTS AND AGENCI ES) AND PRI VATE (E. G BUSI NESS ASSOCI ATI ONS) -
I N PROMOTI NG AND SUSTAI NI NG CLUSTERI NG AND NETWORKI NG FOR SME DEVELOPMENT,
I NCLUDI NG POLI CY RESPONSES TO PROBLEMS FOR SMEs | N ACCESS TO FI NANCE

Agreed concl usions and recommendati ons

1. The Expert Meeting reaffirmed the inportance of SMEs and their critica

contribution to enploynent, growth and devel opment. It is also recognized that
gl obal i zation has brought with it a new conpetitive environnent and hence new
requi rements for sustained conpetitiveness and cooperation on the part of firns
everywhere in the world

2. The experts noted that clustering is a phenonenon in industrial devel opment and
thus over time the nunmber of firnms in a given branch and in a given |ocation may
restructure and grow. An energing cluster attracts additional firms since inputs,
machi nery and qualified workers are easily avail abl e.

3. The experts also pointed out that clusters with intensive cooperation between
firms, and firns and institutions, are nmuch nore rare, especially in devel oping
countries and economes in transition. But it is this type of cluster that offers
speci fic advantages and growth opportunities. Wthin a cluster of cooperative firnms
SMEs have nore opportunity to beconme internationally conpetitive and to penetrate
the global market. Clusters are often integrated into national and internationa
net wor ks whi ch conpl enent spatially concentrated clusters.
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4. The experts discussed the relevance of clustering and networking for SME
devel opnent, including the critical role of governnments at all |evels, business
associ ations and other support institutions, including financial and educational
institutions, and NGOs both individually and collectively in helping clusters and
networ ks to grow sustainably. The experts made the recommendati ons set out bel ow
to the Conmi ssion on Enterprise, Business Facilitation and Devel opnent.

5. Considering the deep econom c, social and political crisis facing nost African
countries, and taking into account the key inportance of SMEs in Africa, it is
hi ghly recommended that special attention and assistance be accorded by | ocal
national and international actors to the pronotion and devel opnment of SMes for
ensuring the sustainabl e devel opnent of the continent.

Addressed to governnents

6. Policy makers at all levels are invited to review their traditional industria
devel opnment policies with respect to both manufacturing and services and to give
appropriate priority to pronoting clustering and networking as an effective strategy
for SME devel opment.

7. Central governnments, particularly in developing countries and economes in
transition, are invited to mintain their focus on creating an enabling
macr oeconom ¢ environment, and a favourable Iegal and regulatory franmework, and
provi ding basic infrastructure and services, including education, which encourage
clusters and cooperation between firnms. They are invited also to establish the
appropriate |level of decentralization for policy fornulation and inpl ementation, and
for support neasures for SME devel opment.

8. Governnments, together wth non-governnental actors and public-private
partnerships, are invited to aim at strengthening not only tangi ble but also and
specifically intangible locational factors such as inproving capabilities and
responsi veness of | ocal adm nistrations, providing real services and strengthening
an innovative mlieu which would lead to positive |inkages within the donestic
econony and greater transfer of skills and technol ogy. The experts suggested that
this approach could also help address the problem of poor backward and forward
I i nkages and the |ow | evel of technology and skills transfer

9. dven the inportance of information and know edge acqui sition and di ssem nation
for the growh of dynam c clusters, neasures should be taken to inprove the exchange
of information and transfer of know edge through initiatives such as the exchange
of personnel between firns, universities and vocational and technical schools, and
the utilization of university outreach programres for SMEs, benchmarki ng, nonitoring
and experience exchange programres.
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10. Gven that neasures to stinmulate SME clustering and networking will need to be
formul ated and inplemented at the local and regional |evels, governnents should
encourage and enpower meso-level institutions (e.g. trade, professional and

busi ness associ ati ons, NGO and SME support systens) to play an active role in
pronmoti ng SME networ ki ng and clustering rather than assisting individual firnms.

11. Business incubators, innovation centres and technol ogy parks are denonstrating
effectiveness in creating successful enterprises, econonic revitalization and ot her
benefits, and should be initiated under appropriate conditions by universities,
public-private partnershi ps and other agencies. Governnments are invited to consider
supporting such busi ness devel opnent centres. Such organizations shoul d be operated
in a business-like way.

12. Experts stressed the potential benefit of effective private-public partnership
to support the emergence of a |ocal devel opnent vision and the inplenentation of
actions to give effect to that vision. Governnments at all levels are therefore
encouraged to foster continuous and effective dial ogue and consultation with the
private sector in the policy-making process.

13. Governnments should seek to achi eve a bal ance between policies which stinmulate
both conpetition and cooperative behaviour which inproves efficiency and
conpetitiveness.

Addressed to governnent, the international comunity and civil society

14. Leadership and trust, which are crucial for effective networking and clustering,
shoul d be nurtured through innovative progranmes which focus on bringing together
a critical mass of commtted and dynam c entrepreneurs.

15. Bearing in mnd that policies and programes mnmust be tailored to the stage of
evolution in the cluster, network or enterprise, governments, the internationa
community and civil society are invited to promote SME clustering and networking
t hrough neasures such as:

e creating SME networking opportunities (e.g. semnars, fairs, study tours,
exchange of staff);

e developing manuals drawing on the expertise and experience of the
rel evant bodies on howto create and run a busi ness associ ati on, business
i ncubator, innovation centre, export production village and special
econom ¢ zone, taking into account the stage of devel opment and cul tura
diversity;
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e encouraging cooperation anong service providers, and avoiding
oversuppl ying and overl appi ng busi ness devel opment servi ces;

e promoting support systems which are initially partially subsidized,
particularly when directed to i nnovati on and venture creation

16. Bilateral and nultil ateral bodi es shoul d:

e pronote networking and periodic informtion exchange on their progranmes
and projects;

e« work together to increase the synergy anong their programres, in
particul ar between those which offer financial services and those which
of fer non-financial services.

17. The cost-effectiveness of alternative SME support programes now needs to be
verified by the responsible agencies. These programmes need to be eval uated on the
basis of agreed indicators such as inpact, sustainability, replicability, skills
enhancenent and |inkages, inmpact on directly assisted businesses and other
busi nesses, neso-level institutions and busi ness-government |inks.

Addressed to UNCTAD

18. UNCTAD shoul d prepare a study on innovative, non-fiscal incentives which can be
used to stinmulate clustering, pronote investment, develop positive |inkages wthin
the donestic econony and bring about a greater transfer of skills and technol ogy.

19. Gven the inportance of creating a culture of innovation within firms, the
experts recomended that UNCTAD work together with other UN agencies (UNIDO, |ITC
ILO, UNDP etc.) to realize the benefits from conplenentary SME progranmes.

20. G ven the inportance of the proper choice of business devel opnment services,
UNCTAD in association with the Commttee of Donor Agencies on Small Enterprise
Devel opnent should study evaluation nethodol ogies and advise governments on
appropriate eval uation methods for different circunstances. 1In this context, UNCTAD
is requested to take action on the recommendation of the Expert Meeting on
Government and Private Sector Roles and Interactions in SME Devel opnent, held in
July 1997.



