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  Foreword

FOREWORD

Throughout its history, UNIDO has strongly focused on 
supporting its member states in areas related to value 
adding, competitiveness, productivity and quality 
covering various industrial sectors, spanning the breadth 
of the International Standard Industrial Classification of 
All Economic Activities (ISIC).

With the rapidly evolving landscape for inclusive and 
sustainable industrial development (ISID), hastened by 
the onset of the fourth industrial revolution (4IR) and 
accelerated digitalization as a result of the ongoing 
pandemic, the boosting of manufacturing value 
added remains a core expertise of the Organization. 
This is evidenced by the UNIDO Medium-Term 
Programme Framework 2022–2025, which affirms 
structural transformation as an area of expertise of the 
Organization, complementing its digital transformation 
and circular economy know-how.

This publication which I am pleased to introduce will draw 
on the UNIDO’s long-running experience in supporting 
its member states to achieve sectoral transformation 
towards inclusive and sustainable industrial development 
(ISID). The publication will expound on the six enabling 
pillars, and will share insights from two case studies. 

The six essential enablers are knowledge and skills; a 
conducive business environment; enhanced investment 
and industrial infrastructure; robust quality and 
standards; strong business linkages, clusters and value 
chains; and upscaled science, technology and innovation.

This publication will show that the UNIDO approach is 
driven towards enabling greater market access for private 
sector companies in developing countries, in particular 
small and medium-sized enterprises (SMEs). It will also 
show the practical approaches that member states can 
take to enhanced productivity, increased employment 
and to foster better regional and global trade integration 
at the micro, meso and macro levels.

Of course, the global environment for ISID is dynamic 
and UNIDO has had to readjust to increased demand 
for certain manufacturing services in recent years, such 
as the repurposing of manufacturing towards health-
care products, personal protective equipment, and 
pharmaceuticals, as well as increased demands to assist 
Member States and firms in their transitions to 4IR. The 
Organization has also repurposed its resources to helping 
SMEs to enhance their industrial resilience and to recover 
from the disruption caused by the COVID-19 pandemic. 
The restoral, strengthening and optimization of value 
chains has also been a major activity during this period, 
when the need to enhance the global trust necessary to 
enable productivity and trade worldwide arose.

We anticipate that the upscaling of innovation 
ecosystems and digital manufacturing capacities 
will become more vital in the years to come given the 
acceleration of digitalization. Investment promotion will 
therefore gain importance as well. Towards this end, 
UNIDO will leverage on its Investment and Technology 
Promotion network to engage in areas, amongst others, 
relating to industrial infrastructure, the business 
environment, matchmaking and investment facilitation 
and technology upgrading.

As we look towards the future and, in particular, the 
urgent need to achieve the 2030 Agenda for Sustainable 
Development, UNIDO is enhancing its capacities to 
address the sectoral needs, priorities and capacities of 
its Member States. We relish the challenge and hope that 
this publication will pique your interest.
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UNIDO Director General
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 Executive summary

EXECUTIVE SUMMARY

This publication provides an overview of the 
methodological toolkit of UNIDO in supporting structural 
transformation as a critical pathway towards developing 
countries’ industrialization objectives. It is linked to 
and should be read in conjunction with the UNIDO 
Medium-Term Programme Framework 2022–2025, which 
underscores the importance of sector and value chain 
transformation in economic development and poverty 
eradication, for increased productivity and exports, 
and also for employment and income generation. The 
publication consequently introduces, in chapter 2, six 
main interwoven drivers that a developing host economy 
should gauge to ensure that the desired industrial 
structural transformation is indeed taking place and 
remains inclusive and sustainable. 

An external impetus is necessary for these drivers to 
become dynamic and to unleash a virtuous circle of 
structural industrial transformation. This is where UNIDO 
sectoral expertise in delivering technical cooperation 
comes into play. In its chapter 3, the publication 
explains these six areas of expertise in greater detail 
and along a spectrum of industrial upgrading and 
enterprise modernization, SME clustering approaches, 
quality and standards, innovation and skills promotion, 
technology and investment promotion, and also business 
environment and market access. Cognizant that industrial 
structural transformation requires support and capacities 
of a wide variety of actors and individuals at various 
levels, each of the technical cooperation areas delves 
into the intertwined three dimensions of policy (macro 
level), institutions (meso level) and firms (micro level). In 
doing so, it also follows the logic of the UNIDO Integrated 
Results and Performance framework (IRPF), as the 
principal monitoring and reporting instrument under the 
Medium-Term Programme Framework 2022–2025. 

The relative impact of these six technical cooperation 
areas on the six drivers differs, depending on the 
thematic scope and respective intervention logic. It is 
for that reason that UNIDO advocates for combining 
several of such technical cooperation areas towards a 
larger, holistic development impact in addressing sets 
of drivers of sectoral transformation at the same time 
and through a single programmatic intervention. The two 
flagship cases on “Upgrading local production capacities 
of essential medicines” – highly relevant in this present 
time of the pandemic – and “Inclusive and Sustainable 
Industrial Development of the Colombian Automotive 
Supply Chain” serve to underpin this logic and provide 
normative guidance on how UNIDO could design its future 
programmes to augment impact on developing countries’ 
most pressing problems of absent or slow structural 
transformation.
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Introduction

Aiming to accelerate the economic 
growth of UNIDO Member States, 
this publication describes the 
requisite conditions for countries 
to achieve sectoral transformation 
for inclusive and sustainable 
industrial development (ISID).
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