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"There is growing
consensus in theory and
practice that a thriving
private sector is crucial
for poverty reduction
and that an
entrepreneurship
business-friendly
environment must be in
place to unleash private
sector dynamism."
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There is growing consensus in theory and practice that a thriving private sector is crucial for
poverty reduction and that an entrepreneurship business-friendly environment must be in
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place to unleash private sector dynamism. The 2030 Agenda calls explicitly for member for Small Business

states to implement policies conducive to entrepreneurship, creativity, and innovation.
Entrepreneurship includes MSMEs. MSMEs are crucial for economic development, as they
are key drivers of innovation in many economic sectors and are exhibiting high degrees of
flexibility and capability to react to customers’ needs, and less bureaucratic organizational
structures. Often, however, their development potential remains untapped as MSME operate
in isolation, locked into uncompetitive production patterns and are unable to approach
dynamic business partners that could bring in new expertise and knowhow. They often lack
market intelligence, do not meet foreign regulatory requirements, nor produce products in
guantities or quality needed to successfully integrate into global value chains.

A favorable entrepreneurship business environment encourages enterprises to start, invest and innovate, and
is determined by the nexus of policy, legal, institutional, and regulatory conditions as well as by the
governance mechanisms influencing the way key actors operate. An entrepreneurship business environment
includes a legal and regulatory framework that encourages certainty, transparency, good educational systems,
and training opportunities, access to capital and financing, a supportive culture for innovation and risk taking,
political space for businesses to advocate for pro-entrepreneurial policies, and upholds the rule of law to
ensure businesses operate with the same opportunities and the same set of regulations. Entrepreneurs need
multi-faceted technical assistance and services to start and grow business; access to capital, technology, skill,
information and markets, social protection for workers, and labour law compliance. Policy efforts to promote



entrepreneurship need to be aligned with strategy to formalize informal jobs. In many developing countries
and in Africa in particular, MSMEs are often in the informal economy.

UNIDO holistic approach in supporting MSMESs to enter global economy offers:

* Provision of tailored made training, which remains critical in least developed countries (LDCs). MSME
managers and staff trained on entrepreneurship; food safety; social and environmental standards; p-
marketing; and access-to-market strategies.

» Technical expertise in Industrial Upgrading and Modernization Programme (IUMP) based on UNIDO’s
recognized international experience in industrial upgrading and enterprise competitiveness in the priority
manufacturing sectors/value chains. Projects nested under the IUMP deliver technical assistance in a variety
of countries and industries, providing a package of services to beneficiaries. Feasibility studies examine the
development potential of beneficiary enterprises, institutions, and intermediaries from which action plans
relevant for the implementation phase can be deducted. Standards are promoted throughout the
implementation of the project. Project beneficiaries are supported in their participation in fairs, conferences,
and in sharing their knowledge.

* Services aiming at enhancing MSMEs competitiveness through clustering and networking (including export
and origin consortia) cover: Analyzing and establishing the most effective industry cluster opportunities and
policies; facilitating business linkages through cluster development including consortia, networks and supply
chains; building institutional and enterprise-level capacity around stakeholder management, production
technologies, marketing practices, human resources and financial management; modernizing MSME
business operations to reduce operating and marketing costs and access new markets through collective
actions with cluster members.

» The promotion of science, technology, and innovation through 1%/%;
the UNIDO projects on national and regional system building to U N IDO
foster industrial diversification creates new jobs and enhances the \l\@/ |4
competitiveness of SMEs. w

* Programs on turning informal economy into formal economy. For instance, contributing to building the formal
economy in Vietham, UNIDO projects set up the national business registration system that benefited over 1.2
million commercial entities and resulted in the registration of more than 100,000 enterprises. They also
enabled business registration offices in 63 provinces to provide accurate, legally-binding information on
commercial entities to the business community, government agencies, and the public.

* Tools and methodologies for project appraisal and feasibility analysis—including UNIDO’s Computer Model
for Feasibility Analysis and Reporting (COMFAR) and training courses. COMFAR lite for small business was
a useful tool of several UNIDO projects, in particular for women entrepreneurship in the MENA Region. The
new COMFAR 4 is about to be finalized in 2018 and, together with COMFAR lite, will propose improved
financial training solutions for project development.

» Programs promoting organizations operating in the social economy, the so-called “fourth sector” of the
economy. For these organizations, social aims are more important than profit maximization. Many of



these organizations foster the inclusion of vulnerable population groups in the real economy and provide
products and services to the underserved. UNIDO programs aim to create a conducive business
environment especially for this. This includes the mapping of social enterprises and providing
recommendations and adaptions of targeted regulations and policies, impact assessment and measuring
social performance, as well as awareness-raising activities. It further includes entrepreneurship training and
mentoring activities and improving access to finance with a focus on impact investment.

* Programs helping entrepreneurs navigate bureaucratic complexity and access to important business
information that helps them interact with the market more effectively. UNIDO assists governments and
MSME support institutions by developing online portals that offer integrated access to information, as well
as online business advice, which may encourage aspiring entrepreneurs to seek more specialized training
and consulting services in the future.

* A focused approach to improving and sustaining manufacturing capabilities, proving conformity with
market requirements, and connecting to markets, all of which are necessary for MSMEs to keep up with the
rapidly evolving global manufacturing landscape. UNIDO programs assist countries in analyzing the trade
performance of specific value chains for the exporting economy, offer advisory services to manage risks
identified in the trade performance analysis, and assists conformity assessment entities to mitigate identified
risks. To strengthen exports of developing countries, UNIDO supports mutual recognition of conformity
assessment procedures between main trading countries. In addition, UNIDO’s programs directly

support quality institutions through developing guidelines on Good Governance and Professional Practices
and through building a capacity of personnel working in the field of National Quality Infrastructure.

* Programs addressing MSMEs facing opportunities and challenges of rapid technological change brought
by Industry 4.0. Industry 4.0 integrates state-of-the-art technologies from ICT, 3D printing, robots, sensors,
automation and, the Internet of Everything, to nano- and bio-technology, material sciences, and bio-
manufacturing. New technologies hold great potential for MSMEs—notably in connecting with global value
chains. Many large companies act as suppliers to MSMEs and/or have MSMEs as their suppliers. Thus, the
adoption of new technologies by large companies affects their smaller supply chain partners, and the
requirements of large firms influence the positioning of MSMEs in relation to the adoption of new
technologies. UNIDO is instrumental in assisting developing countries in formulating innovation
management standards for leapfrogging into Industry 4.0. These guiding frameworks are relevant for all
types of organizations, including MSMEs.

» Over the past decade, UNIDO has increasingly focused on promoting foreign investment and technology
transfer on the one hand, and on strengthening the technical and managerial capacities of MSMEs

to respond effectively to challenges and opportunities posed by globalization and technological advances,
on the other hand.
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