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Emerging market multinational enterprises (EMNESs) are vital in achieving the United
Nations’ Sustainable Development Goals (SDGs) in developing economies that often lack
alternative investment avenues. By leveraging an abundant workforce that is largely
unskilled and low-skilled, EMNEs not only provide substantial employment opportunities
but also contribute to the eradication of poverty (SDG 1). EMNESs’ ambitions to expand
into adjacent markets offer SMEs valuable opportunities to integrate into regional and
global value chains. This in turn spurs economic growth (SDG 8) and reduces inequalities
(SDG 10). The access of EMNEs to leapfrogging and relatable technologies mitigates
infrastructural bottlenecks and cultivates innovation (SDG 9) in these economies. For
EMNEs to successfully deliver on these goals, key stakeholders, especially NGOs and
governments, must take an active role in persuading, enabling, and incentivizing these

enterprises.

INTRODUCTION

The 2023 UN SDG report highlights a significant shortfall
from expected progress, particularly in low and lower-mid-
dle-income economies (Dau, Moore, & Newburry, 2023;
Sachs, Lafortune, Fuller, & Drumm, 2023). These nations
are disproportionately affected due to their lower initial
conditions and a decline in international support, driven
by adverse external shocks. Among these shocks are the
economic challenges of the post-COVID-19 era, which dis-
rupted global supply chains and hindered recovery efforts;
the ongoing US-China trade rivalry, creating uncertainties
in trade flows and investments; the war in Ukraine, inten-
sifying geopolitical tensions and disrupting global food and
energy supplies; and inflation, which erodes purchasing
power and destabilizes financial systems. These cumulative
shocks strain resources and derail progress on key SDGs
by exacerbating inequalities (SDG 10), and poverty (SDG
1), slowing economic growth (SDG 8) and possibly innova-
tion (SDG 9). This is particularly acute in low- and mid-
dle-income economies. In this paper, I explore how emerg-
ing market multinational enterprises (EMNESs), with their
regional knowledge and innovative capabilities, can act as
critical drivers to propel these nations toward achieving
their UN development goals.

International business scholars have identified distinct
traits of EMNEs with respect to multinational enterprises
from developed economies (MNE) in their international-
ization and competitive strategies (Hernandez & Guillén,
2018; Ramamurti, 2009). I argue that some of these unique
qualities make EMNEs vital players in supporting develop-
ing economies to meet the UN SDGs. First, EMNEs are natu-

rally attracted to developing economies due to their ability
to leverage the abundant semi-skilled and unskilled work-
force available in these regions. This approach aligns with
their cost leadership strategies, which focus on maintaining
operational efficiency while delivering competitive pricing.
By doing so, EMNEs not only create employment opportu-
nities in low-income regions but also reduce poverty (SDG
1). Moreover, the economic inclusivity fostered by employ-
ing a diverse local workforce helps reduce inequalities (SDG
10), particularly in regions where traditional MNEs are less
inclined to invest due to higher operational uncertainties
and lower consumer purchasing power. Second, EMNEs ex-
cel in scaling their regional and global presence by building
on their knowledge and experience in other developing
markets. Their ability to operate efficiently in challenging
environments allows them to expand both in factor and
product markets rather smoothly. This makes collaboration
with Small and Medium Enterprises (SMEs) very promising
given the type of products and nature of customers they
serve in the region. This collaboration is mutually ben-
eficial, as SMEs gain access to global value chains, and
EMNEs benefit from local insights and supply chain inte-
gration and strengthen their presence in these regions at
a faster pace. These partnerships are vital for fostering de-
cent work and economic growth (SDG 8) and reducing in-
equalities (SDG 10) by creating more inclusive economic
opportunities and enabling SMEs to thrive in competitive
markets. Third, EMNEs demonstrate an exceptional ability
to understand local market challenges and consumer needs,
which allows them to develop innovative, tailored products.
These products often address specific infrastructure defi-
ciencies, such as unreliable electricity or poor transporta-
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Figure 1. Income Classification the World Economies-Figure and its description below are directly taken from the

World Bank

Source: World Bank Group

Note: (1) Countries are classified each year on July 1, the start of the World Bank fiscal year, based on GNI per capita data (World Bank Atlas method) for the previous calendar year.
For FY25 the classification uses GNI per capita for 2023. (2) Map boundaries represent boundaries as of 2020 and do not change over time. Country borders or names do not necessar-
ily reflect the World Bank Group’s official position. This map is for illustrative purposes and does not imply the expression of any opinion on the part of the World Bank, concerning
the legal status of any country or territory or concerning the delimitation of frontiers or boundaries.

tion networks, and improve access to essential services. By
focusing on localized features and affordability, these in-
novations empower less affluent consumers while fostering
entrepreneurship and economic empowerment. These con-
tributions are central to advancing industry, innovation,
and infrastructure (SDG 9) and promoting inclusive eco-
nomic growth (SDG 8).

The distinctive characteristics of EMNEs—ranging from
their ability to navigate institutional uncertainties to their
expertise in frugal innovation and local market adapta-
tion—make them indispensable in addressing the unique
challenges faced by developing economies. These strategies
enable EMNESs to reduce poverty (SDG 1), foster economic
growth and innovation (SDG 8 and SDG 9), and reduce in-
equalities (SDG 10), directly contributing to the global SDG
agenda. The following sections will go deeper into these
roles, exploring the ways in which EMNEs can drive sus-
tainable development and providing actionable recommen-
dations for key stakeholders.

HOW DO EMNES ADVANCE SDGS IN
DEVELOPING ECONOMIES?

Based on the World Bank’s economic classification (see Fig-
ure 1), more than 80 economies are classified as low- and
middle-income, which will hereafter be referred to as de-
veloping economies. These economies are dispersed across
all the continents with a major concentration in Sub-Saha-
ran Africa. Figure 2 presents the status of these economies
in comparison with developed economies on their SDG per-
formance. This figure highlights two key points: First, it
shows that low- and middle-income economies generally
have lower average performances on SDGs compared to

upper-middle and high-income economies. Although this
is expected, as the SDG goals anticipated significant im-
provements from these economies due to their lower start-
ing points, the actual data reveal a concerning trend. The
year-to-year changes in their SDG performance are mini-
mal, and in some cases, even lower than those economies
that are already a good starting point. The underperfor-
mance of low- and middle-income economies in meeting
SDGs requires targeted efforts to close this gap. EMEs are
pivotal in this process, offering substantial contributions
toward these goals. To support this argument, I analyzed
FDI data from the International Trade Center (2010-2021),
presented in Figures 3. This figure shows that emerging
economies invest proportionally more in developing
economies than developed ones, underscoring the crucial
role of EMNEs in investing in regions with low capital accu-
mulation and difficulties attracting economic support from
developed economies. Against this background, I outline
three primary ways in which EMNESs’ investments in devel-
oping economies can advance the SDGs.

EMNES’ TECH SOLUTIONS OVERCOME INFRASTRUCTURE
BARRIERS

With their deep knowledge of local markets and frugal in-
novation capabilities, EMNEs possess a competitive edge in
leapfrogging technologies. This allows them to create af-
fordable, tailored products for developing economies, by-
passing traditional development stages (e.g., Lashitew, van
Tulder, & Muche, 2022). A prime example of this in the
context of Africa is M-PESA by Safaricom, which uses SMS
technology to make financial services accessible to Kenyans
with limited tech exposure at the beginning and signifi-
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Figure 2. The SDG Performances of Global Economies by Income Class

These figures are based on data from the SDG Index (https://dashboards.sdgindex.org/), detailing annual performance across the seventeen SDGs. Utilizing the World Bank’s four eco-
nomic classifications, I extracted annual data for overall SDGs and the four specific SDGs discussed in this article for each economy group. I then calculated year-to-year progress and
average SDG performance from the goals’ inception in 2015 through the mid-term mark in 2023. The SDGs target significant progress by 2030, especially for economies starting at
lower baselines to address major developmental challenges effectively. However, these economies are currently falling short, necessitating more focused efforts to expedite their ad-

vancement.

cantly expanded financial inclusion across several countries
in Africa (Suri & Jack, 2016). M-Pesa laid down a finan-
cial infrastructure that acts as a catalyst for further tech-
nological and business innovations, such as digital lending
platforms and mobile health services. Similarly, Transsion
Holdings, a Chinese multinational, has become a leading
mobile company in Africa by offering affordable, locally
produced and adapted technologies, such as solar-powered
chargers and text-to-speech apps, tailored to user needs
(Dong, 2022). This local production and customization en-
courage the growth of related industries, including com-
ponent manufacturing, software development, and mainte-
nance business.

The case of Transsion Holdings and M-Pesa demon-
strates how EMNEs play pivotal roles in advancing SDGs.
These enterprises not only foster industry innovation, and
infrastructure development but also propel the innovative
use of technology in addressing market-specific challenges
(SDG 9) and spur entrepreneurial activities. This enhances
the industrial base of the economies they operate in and
advances economic growth (SDG 8).

EMNES PROVIDE JOB OPPORTUNITIES FOR
UNSKILLED AND SEMI-SKILLED WORKFORCE

One key competitive advantage of EMNEs is their ability
to produce affordable products by leveraging the abundant

workforce in their home countries (Ramamurti, 2009). As
the labor cost soars, they are relocating their businesses
to developing economies. Recently, we have seen signifi-
cant manufacturing relocations from China, South Korea,
and Vietnam to countries such as Bangladesh, Myanmar,
Indonesia, and Ethiopia. By tapping into the unskilled and
less skilled labor pools, EMNEs help alleviate poverty by
providing job opportunities and improving living standards.
For example, Dangote Cement, a Nigerian multinational,
operates in over 10 African countries by using locally
sourced materials to produce affordable cement while cre-
ating jobs for less skilled and semi-skilled workers. Simi-
larly, Jiangsu Sunshine Group, a Chinese multinational in
Ethiopia, leverages local materials in its textile production
and provides employment to tens of thousands of low- and
semi-skilled workers, contributing to poverty reduction.

The operations of EMNEs like Dangote Cement and
Jiangsu Sunshine Group help eradicate poverty (SDG 1) by
providing job opportunities to largely unemployed youth
with limited skills as well as by particularly reducing the
proportion of people under the poverty line. Besides, by
setting up manufacturing facilities in economically margin-
alized regions and employing local labor forces, these en-
terprises contribute to leveling economic disparities (SDG
10). Given that the countries in which these multinationals
establish their operations are not the prime destinations of
MNEs from developed economies, their impact on address-
ing poverty and reducing inequality can be substantial.

AIB Insights 3


https://insights.aib.world/article/132338-unlocking-the-potential-of-emnes-for-attaining-the-sdgs-in-developing-economies/attachment/272072.png
https://dashboards.sdgindex.org/

Unlocking the Potential of EMNEs for Attaining the SDGs in Developing Economies

97.3

Developed Economy

I High income
B Low income
I Lower middle income
Il Upper middle income

.0082

Emerging Economy

T T T 1
0 20 40 60 80 100

Mean percentage FDI

Figure 3. Investment from Developed and Emerging Economies by Host Country Income Group

Figure 3 is constructed using FDI data provided by the International Trade Center for the period 2010-2021. This is a unique data that provides a partner-to-partner FDI data. This
data represents the FDI received by all economies as reported by the recipient countries. In these graphs, the FDI outflow from developed countries is based on FDI from the seven
largest developed economies-USA, UK, Japan, Germany, France, Italy, and Canada-to the rest of the world. Conversely, the FDI from emerging economies includes the FDI outflow
from the seven largest economies in this category, namely China, India, Brazil, Russia, Mexico, Indonesia, and Turkey, to the rest of the world. The percentage of FDI each of the five
economic classes receives is calculated by dividing the total FDI received by each income group from these defined developed or emerging economies by the total FDI outflows from
those same economies. This value is then multiplied by 100 to yield the percentage.

Notice: This graph should be read with caution because, a) it is likely that all FDIs are not made by EMNE/MNEs and b) although this sample likely captures the general trend, it ex-

cludes FDI from the rest of the economies.

EMNES BUILD SMES’ CAPACITY AND FOSTER INCLUSIVE
ECONOMIC GROWTH

EMNESs uniquely position themselves as strategic partners
for SMEs in the global value chain by leveraging their vast
experience on market dynamics and consumer preferences
both regionally and globally (e.g., Cuervo-Cazurra &
Pananond, 2023). They enhance SMEs internationalization
through their robust networks, market presence, and cost-
effective logistics, mostly in the global south, as seen in
Asia’s electronics, automotive, and textile sectors. More-
over, EMNEs help SMEs expand their global presence
through support in market intelligence, finance, and logis-
tics, including guidance on navigating international regula-
tions. A notable example is Jumia, Africa’s leading e-com-
merce platform, which has revolutionized market access for
thousands of African SMEs. By offering a digital market-
place, Jumia enables SMEs to reach a wide range of do-
mestic and regional consumers, breaking down traditional
barriers to market entry. Additionally, Jumia provides cru-
cial logistics support through its extensive delivery net-
work, allowing SMEs to efficiently ship products across re-
gions. This not only enhances SMEs’ ability to compete in
broader markets but also provides customers with choices.
Although Jumia is not on the same level as Alibaba or Ama-
zon globally, it is an EMNE that has successfully penetrated
the African market, whereas Alibaba and Amazon lag in this
region.

EMNEs play a critical role in supporting SMEs, signif-
icantly contributing to SDG 8 (economic growth) and 10
(reducing inequalities). SMEs act as vital entrepreneurial
and employment hubs (Ayyagari, Demirguc-Kunt, & Maksi-
movic, 2014), often owned and operated by diverse and at
times marginalized groups. Through collaboration, EMNESs
provide SMEs with crucial access to markets, finance, and
technology. This support cultivates an inclusive economic
growth ecosystem, ensuring that development benefits are
widely disseminated, thereby reaching diverse societal seg-
ments. Such strategic alliances are essential for economic
growth and leveling up economic disparities in developing
regions (SDG 8 & 10).

RECOMMENDATIONS FOR STAKEHOLDERS TO
BOOST EMNES’ CONTRIBUTION TO SDGS

From the previous discussion, it is evident that EMNESs have
clear economic motives to invest in developing economies
more than MNEs. Their home country experience and capa-
bilities, such as cost efficiency, handling institutional un-
certainty, and networking with key actors including govern-
ments, enable them to thrive in developing host countries.
However, the low transparency of government and firm in-
teractions in these economies (Birhanu & Wezel, 2022),
along with exposure to lower social and environmental
standards in their business practices, may lead EMNEs to
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perpetuate bad practices related to human rights, labor
rights and wages, corruption, and environmental protec-
tion in host countries (Tashman, Marano, & Kostova, 2019).
Therefore, stakeholders must engage EMEs to disclose
SDG-related activities, assess their impact, and incentivize
them with policy measures to help developing economies
achieve SDGs. Below, I outline actionable steps that stake-
holders can take to harness the potential of EMNESs in ad-
vancing these SDGs.

DRIVING EMNES’ IMPACT ON SDGS BY
ENABLING AND PERSUADING ESG REPORTING

While EMNEs can provide job opportunities and integrate
SMEs into regional/global value chains, ensuring fair
wages, protection of human rights, and adequate working
conditions, along with equitable value distribution among
local actors (employees and SMEs) with respect to EMNEs,
is critical. These considerations do not always align with
the primary motivations behind EMNE investments in
these economies, which are often driven by cost sensitivity.
This business model prioritizes cost reduction strate-
gies—such as lower wages, unpaid or underpaid work hours,
and cheaper waste management methods—that may com-
promise standards in working conditions, wage levels, and
environmental protection. Consequently, wages can be de-
pressingly low, employees may be mistreated, and depend-
ing on the business type, significant environmental pollu-
tion can occur.

To address these challenges, the UN Global Compact
serves as a pivotal initiative where companies voluntarily
report on governance, human rights, labor rights, and en-
vironmental issues, which are core for meeting SDGs. Al-
though MNEs typically face stringent ESG disclosure re-
quirements, EMNEs often do not. For EMNEs, participation
in the Global Compact can be a key enabler, allowing host
countries to better assess the impacts of EMNEs on the
economy, people, and environment. This is increasingly
relevant because the UN Global Compact now insists on
verification for all SDG claims, making window dressing
extremely challenging. Moreover, the UN Global Compact,
along with allied organizations, can significantly boost
EMNEs’ SDG impact by persuading them of the benefits of
SDG engagement, such as building trust and reducing reg-
ulatory risks, and by enabling them in areas like report-
ing, data gathering, and standardization. This strengthens
EMNESs’ commitment to and contribution towards the SDGs
as they thrive in these economies.

GOVERNMENT POLICY TO ENHANCE EMNES’ ROLE IN
SUPPORTING SMES

Governments and development partners can enhance the
role of EMNESs in SDGs through targeted policies that make
SMEs benefit from the presence of EMNESs (Alvstam, Ivars-
son, & Petersen, 2019). This can be achieved by making
SMEs attractive business partners and by providing incen-
tives for EMNEs.

For instance, industrial policies and capacity building for
SMEs can play an important role here. Industrial zoning
can create clusters that enable SMEs to access shared re-
sources, infrastructure, and proximity to EMNEs, fostering
collaboration and market access. Capacity building in prod-
uct standardization, skill upgrading both in production and
packaging, as well as networking and creating associations,
makes them appealing to EMNEs. EMNEs can approach
SMEs as entry points for accessing raw materials, semi-
processed, or finished goods for export, or to tap into mar-
keting and distribution networks as they aim to scale up
their regional/global presence. They become attractive to
EMNEs for integration into their value chains and for fos-
tering the use of leapfrogging technologies.

Governments can also offer incentives for MNEs to inte-
grate SMEs into their value chains, ensuring that local busi-
nesses receive a fair share of the value generated. These
policies not only help SMEs scale and thrive but also ensure
that the benefits of growth are distributed equitably, di-
rectly contributing to SDG 8 by creating jobs and driving
sustainable growth and SDG 10 by reducing inequalities
through inclusive economic opportunities.

ENHANCING EMNES’ ROLE IN SDGS THROUGH
LEAPFROGGING TECHNOLOGY POLICIES

Governments can enhance the role of EMNEs in advancing
SDG 8 (Decent Work and Economic Growth) and SDG 9
(Industry, Innovation, and Infrastructure) by implementing
policies that promote leapfrogging technologies. EMNEs,
with their ability to innovate and tailor affordable solu-
tions, can bypass traditional infrastructure development
stages. For example, technologies like M-PESA have revo-
lutionized access to financial services, while other EMNEs,
like Chinese companies offering mobile tech solutions, ad-
dress key infrastructure gaps in energy, communications,
and finance.

Governments can create policies and incentives that en-
courage EMNEs to introduce these leapfrogging technolo-
gies, which can drive technological innovation and infra-
structure development at a local and regional level. These
innovations not only enhance infrastructure but also stim-
ulate entrepreneurship and economic growth by opening
new market opportunities, creating jobs, and fostering the
development of new industries, all of which directly con-
tribute to SDG 8 and SDG 9.

I summarize the key points made in points 2 and 3 by
highlighting selected competitive strategies of EMNEs and
their alignment with specific SDGs, along with policy rec-
ommendations designed to enhance their impact on these
targeted goals in Table 1.

CONCLUSION

Previous studies examined how MNEs can help advance UN
sustainable goals (e.g., Dau et al., 2023). In this paper I ar-
gue the unique roles of EMNEs in advancing SDGs in de-
veloping economies. This is particularly important at this
juncture, where developing economies are lagging far be-
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Table 1. EMNESs’ Contribution to SDGs in Developing Economies and Policy Recommendations

Selected EMNESs’ Competitive Strategies in developing
economies

Policy
Recommendations

Impact on SDGs

EMNEs' tech solutions overcome infrastructure barriers:
EMNEs leverage their profound understanding of local
market challenges and consumer needs to develop innovative
solutions. These technologies are specifically designed to
address infrastructure deficiencies, fostering
entrepreneurship and enhancing access to essential services
in developing economies

Government
Incentive Policy to
Enhance EMNEs'
role by
encouraging the
introduction of
leapfrogging
technologies.

Drives technological innovation that
bypass infrastructural bottlenecks that
reduce the cost of doing business and
spur entrepreneurship, affecting SDG
9 (Industry, Innovation, and
Infrastructure) and by implication
economic growth (SDG 8).

EMNEs provide jobs, especially for unskilled and semi-skilled
workers: They are attracted to developing economies as they
seek to leverage an abundant semi-skilled and unskilled
workforce to maintain their cost leadership advantages.

NGOs persuading
and enabling
EMNEs to conduct
ESG reporting

Encourages EMNEs to enhance labor
practices and operational efficiencies,
improving ESG scores and directly
contributing to SDGs 1 (No Poverty)
and 10 (Reduced Inequalities).

EMNEs build SMEs’ capacity and foster inclusive economic
growth: EMNESs leverage their institutional and contextual
knowledge of developing economies, which makes
collaborating with SMEs an effective way to rapidly expand
their regional and global presence in both factor and product
markets.

Government
incentives for
EMNEs to engage
SMEs and capacity
building for SMEs
to enhance their
attractiveness to
EMNEs.

Prompts EMNEs to engage SME in
their value chain using incentives as
well as by supporting SMEs capabilities
to be attractive business partners for
EMNESs: SDG 8 (Decent Work and
Economic Growth) and SDG 10
(Reduced Inequalities).

hind in meeting SDGs, and economic support from devel-
oped economies is becoming scarcer. Through their tailored
product offerings, engagement with local SMEs, and em-
ployment of the local workforce, EMNEs directly address
the challenges and needs unique to these economies. Their
involvement has a paramount potential to go beyond mere
business expansion, embodying a strategic contribution to
critical areas such as poverty alleviation, economic devel-
opment, and sustainable innovation. By focusing on the
nuanced demands of developing economies and leveraging
local resources and capabilities, EMNEs not only succeed
in their business endeavors but also play a pivotal role in
closing the significant SDG achievement gap found in these
regions. Their actions and transformative potential require
the support and effort of key stakeholders to push EMNEs
to align their business objectives with sustainable devel-
opment goals. The sustainability goals EMNESs can impact,
and the extent of that impact, vary by industry and com-
pany characteristics. For example, labor-intensive MNEs
like Jiangsu Sunshine Group or Dangote Cement can sig-
nificantly contribute to SDG 1 (No Poverty) by creating
jobs for those below the poverty line. In contrast, platform
companies like Jumia, a leading pan-African e-commerce
platform, can impact SDG 9 (Industry, Innovation, and In-
frastructure) by addressing infrastructure challenges and
driving innovation.
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