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CONCEPT NOTE – SESSION 2  

How can small- and medium-sized enterprises help achieve the SDGs? 

In Ghana, the city of Kumasi houses Suame Magazine, a cluster of artisanal workshops for metal 
engineering and vehicle repairs. As many as 200.000 people work there with complementary skills 
such as smelting scrap metal, trading automobile parts, fine-tuning truck engines, and retrofitting 
electronics. To support common challenges faced by firms in the cluster, Suame Magazine Industrial 
Development Organisation has been working to scale up training and local manufacturing (AEO 
2016).  
 
“Ethiopian Cities Resilient, Green Growth and Governance Program Package” focuses on multiple 
development pillars, including job creation, urban planning and capacity building (Cheru, 2014). 
Substantial financial resources have been allocated for this program; for instance, a loan of ETB 4.8 
billion by micro finance institutions helped create some 3 million jobs between 2005 and 2011. A 
total of 583.877 micro and small enterprises were granted credit for various business activities (AEO 
2016).  
 
These are examples of how small- and medium-sized enterprises (SMEs) provide livelihoods to most 

people in developing countries. In fact, SMEs are the largest contributors to job creation.1 They 

account for more than 90% of firms2 and are responsible for 50% of formal jobs in emerging 

economies.3 SMEs represent 90% of total employment when taking into account formal firms and 

the large share of SMEs operating in the informal sector.4 While this applies to most countries, 

African countries in particular will rely on SMEs to provide employment for their growing working 

age populations; the number of new entrants into African labour markets will increase from 23 

million a year in 2015 to 32 million a year in 2030.5  

The Sustainable Development Goals (SDGs) recognise the role of SMEs to “promote strong, inclusive 

and sustainable economic growth and decent work for all” (SDG 8 and 9). The 2030 Agenda for 

Sustainable Development acknowledges access to finance as one major challenge for SMEs and calls 

for development-oriented policies that encourage their growth and formalisation (SDG8.3). It also 

calls for the integration of small-scale firms, in particular from developing countries, into global value 

chains (GVCs) (SDG 9.3).  
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Yet, SMEs in developing countries face multiple obstacles, including the lack of skilled workers, legal 

and regulatory frameworks not tailored for small-scale firms, and inadequate access to financing. 

Targeted policies on skills, new financing instruments, sustained investment in infrastructure and 

smart regulations could help remove such constraints.  

The ability of SMEs to participate in GVCs also can yield substantial benefits, such as spill-overs of 

production technology and managerial know-how. At the same time, opening up domestic markets 

may pose great challenges for local traditional artisans to compete with foreign partners who can 

use more advanced technologies to scale up their activities. Policies are crucial to facilitate strong 

industrial linkages between large established firms and local production networks to integrate SMEs 

into regional and global value chains. 

SME participation in regional and global value chains vary across countries. In the Association of 

Southeast Asian Nations (ASEAN)6, the share of SMEs participating in global production networks, as 

direct and indirect exporters, varies from 6.3% in Indonesia to 46.2% in Malaysia. Nevertheless, 

SMEs’ participation is particularly low in low-income countries. Their participation in GVCs is 

concentrated mostly upstream in resource-based commodities and downstream in final 

manufacturing assembly. In low-income countries, the most typical path for SMEs’ entry into GVCs is 

the sale of their goods and services to larger firms. In comparison, SMEs in middle- and high-income 

countries operate in low value-added as well as in high-skilled activities.  

This session looks at the opportunities and challenges that SMEs in developing countries face in 

implementing the 2030 Agenda. It will shed light on the role of entrepreneurs in achieving the SDGs 

and on how SMEs can participate in regional and global value chains. Participants will discuss 

effective public policies to promote SME development and share best practices that developing 

countries are already implementing.  
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Questions to guide the discussion: 

 How can support for SMEs translate into expanding the formal sector and creating decent 
jobs? 
 

 What main constraints do SMEs face to participate in regional and global value chains? Which 
sectors and segments of value chains are better suited for SMEs’ participation? 
 

 Given the significant impact of financial access on the development of SMEs, how can financial 
institutions develop products and services more suitable to the needs of small-scale firms? 
 

 What smart regulations can governments enact to foster SMEs’ development? 
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