20232

& —
94 "A
4 i

PRIVATE SECTOR
ENGAGEMENT IN SDGS:
TOOLS AND APPROACH

UNDP Iraq




Contents

CONTENTS ettt b a bbbt st e b s bt b s b s s et e bt s bbb e bt b et s bbbt nan b tenans 2
AT EVIATIONS ..ttt A sttt 3
FIGUIES ottt e e et bbbttt 4
TAIIES ettt 4
BOXESc.e ettt a A A e bbbt b et s st en et st sanes 4
FOTEWOIT ..ottt ettt bbbt st bbb bbb 5
1. INTrOAUCTION @NA OVEIVIEW ..ottt sas st snens 6
11, Private SECLON IN ITQQ ettt sttt bbbttt sa bbb 7
1.2. Challenges to private sector development iN [ra e seeeee 9
1.3. The challenges facing engagement of Iraqgi private sector in SDGs......ceevereernn. N
1.4. Review of government policies and strategies on private sector development........ 13
2. Mapping of existing private sector engagement and SUPPROIM ... 16
2.1. Mapping of existing private sector SDGs related iNitiatiVes.....erinsessseeseesiesis 16
2.2. Mapping of current UNDP engagement with private sector in Irag.....eceeeeenne. 17

2.3. Mapping of active development partners engagement with private sector in Iraqg ..
20

3. Private sector eNgagemMENT STIATEAY .t ssss s sssssaesens 24
31. UNDP’'s Global Private Sector Development and Partnership Strategy........... 24
3.2. Private sector SDGs engagement strategy in Irag: Overarching approach and

GUIAING PIINCIAIS ittt sttt st bbb 25
3.3. Private sector SDGs engagement strategy in Irag: Theory of Change....nnee. 33
1. Upscaling and aligning support to and creating enabling environment for private sec-
LY EAVAV o Y 1D G OO 34
2. Tailoring approach, engagement level and MOAE: ... 34
3. Communication anNd raiSING AWaTENESS: ... ssssesssss s sasssessasssessas 34
THEOIY OFf CRANGE ettt 35
4.  Proposed private sector eNngagemMeENt TOOIKITS ... sessssssssssssssenees 35
4. Proposed overarching ENngagement TOOIKIT T 35
HOW 1O USE TS TOO o ittt 36
4.1.2 Step 2: Design engagement initiatives that cater to each group ..., 38
4.1.5 Step 5: Create and facilitate PartNErShiPS e ses s sseens 45
417 Step 7: Report, share and diSSEMINGALE........ s sasee 46
4.1.8 Step 8: Learn, revisit, aNA QAP .ttt ssennes 46
4.2. Engaging private sector at the level of planning and policy formulation (macro lev-
E1) TOOIKIT 2 ottt s8R 47
4.2.1 Laying the groundwork and addressing the Qaps ..o 49
4.2.2 PrEPRATATION ettt ettt st sttt baees 50
4.2.3. IMPIEMIENTATION ot bbb 51
4.2.4. Reporting, MONITONNG @NG FEVIEW ...ttt ssssssssssssssssssnns 51
5 REFERENGCES . ...ttt ss bbb bbbt 52
B.  APPENDICES. ... ettt ssssss s sssssssssssssssssssssssssssssssss s ss s s s sse s 57

PRIVATE SECTOR ENGAGEMENT IN SDGS: TOOLS AND APPROACH




Abbreviations

BOP
CER
CSO
CSR
ECCI
EU
GDP
GNI
GRI
IDP
IFC
ILO
IPP
KPls
KRG
KRSO
LLC
MENA
MSMEs
NAP
NDP
NGO
PPP
PRS
PSRM
OECD
SDGs
SMEs
SOEs
TCFD
TVET
UNCTAD
UNDP
UNDP FFS
UNESCAP
UNGP
USAID
VNR
WB

Base of the Pyramid

Corporate Entrepreneurship Responsibility

Central Statistical Organization, Iraq
Corporate Social Responsibility

Erbil Chamber of Commerce and Industry

European Union

Gross Domestic Products

Gross National Income

Global Reporting Initiative

Internally Displaced People

International Finance Corporation

International Labor Organization
Independent Power Projects

Key Performance Indicators

Kurdistan Regional Government

Kurdistan Region Statistics Office

Limited Liability Company

Middle East and North Africa

Micro, Small and Medium Enterprises

National Adaptation Plan

National Development Plan

Non-Government Organization

Public Private Partnership

Poverty Reduction Strategy

Private Sector Resource Mobilization

Organization for Economic Co-operation and Development
Sustainable Development Goals

Small and Medium Enterprises

State-Owned Enterprises

Task Force on Climate-Related Financial Disclosures
Technical and Vocational Education and Training
United Nations Conference on Trade and Development
United Nations Development Programme

UNDP Funding Facility for Stabilization

United Nations Economic and Social Commission for Asia and the Pacific
United Nations Guiding Principles

United States Agency for International Development
Voluntary National Review

World Bank

PRIVATE SECTOR ENGAGEMENT IN SDGS: TOOLS AND APPROACH




Figures
Figure 1.1 Private sector engagement Problem TrE€ .. e 13

Figure 3.1 UNDP Strategic priorities, operational and strategic enablers, and service
offer 24

Figure 3.2 UNDP's private sector strategy 2018-2022: theory of change ..., 25
Figure 3.3 Multi-approach solution PatNWaYS........essss s ssssessans 34
FIgure 4.1 TOOIKIT ACTION PlaN .ttt e 37
Tables

Table 1.1 Number of firms and employees in the extractive industries (excluding oil and
natural gas) and manufacturing SECLOr 2020 ... ssesssssssssssssssssssssssssassses 8
Table 1.2 Number and classification of Iraqi firms registered with the Baghdad Cham-
DEr Of COMMEITE 1N 2021 ..ottt sss st s s 9
Boxes

BOX 11raq’s Progress ON SIDIGS.... e sss s ss s s ssss s s s ssessassses 7
Box 2 Examples of engagement mMode A (CSR) e 27
Box 3 Examples of engagement mode B (INVESTMENTS). ..., 28
Box 4 Example of engagement mode C: management of public utility (water) ... 29
Box 5 Example of engagement mode C: PPP in renewable energy ..., 30
Box 6 Examples of engagement MOAE D ...t ssssessse s snsaes 3]
Box 7 Examples of eNgagement MOAE E...... et ssssssens 32
Box 8 Example of responsible procurement under engagement mode D......eeeeveennee. 40
Box 9 Examples of innovations and social entrepreneurship under engagement mode
E: Social entrepreneurship in UK, Jordan, and EQYPL ... siessessessssssssssssssssssans 4]
Box 11 Raising awareness and advocacy: Examples of key messages for private sector. 45
Box 12 Action plan for firms: Six actions that companies should take NOw ... 47
Box 13 An example of inclusive business model: Creative EQYPL.... e, 57
Box 14 Example: Y-SDGs certification system iN JAPaN .. essessessassssssssssssssssnns 57
Box 15 Example on engagement modes ¢ and d: Transportation sector in Kyrgyzstan .58
Box 16 Example of innovations (mode E) in Aralb COUNTIIES ... 58

PRIVATE SECTOR ENGAGEMENT IN SDGS: TOOLS AND APPROACH




Foreword

Private sector actors play a crucial role in
achieving the United Nations Sustainable
Development Goals (SDGs). The private
sector can help to bridge the finance gap
for SDG-oriented projects, improve the
management of development projects, in-
tegrate SDGs into business practices and
decision making, and advance SDG-ori-
ented innovation and social entrepreneur-
ship. A systematic approach to enhancing
private sector engagement will leverage
widespread capacity in effective manage-
ment and innovation.

The Global UNDP Private Sector Develop-
ment and Partnership Strategy (2018-2022)
is designed to assist countries to align pri-
vate sector activities and investment with
the 2030 Agenda by influencing investors
and businesses of all sizes, embedding the
SDGs into decision making and practices,
and supporting governments to establish
enabling policy and regulatory environ-
ments while facilitating multi-stakeholder
partnerships. It provides a clear approach
and guiding principles and recommends
innovative tools to engage the private sec-
tor in the SDGs.

The latest data from Irag's Sustainable De-
velopment Report and Second Voluntary
National Review (VNR) report indicate that
the combined impacts of COVID-19, con-
flict-related humanitarian crises, and insti-
tutional challenges have halted or reversed

progress against most SDG indicators in
Irag. The lack of official data on many of
the SDG indicators is a key obstacle to ev-
idence-based planning and budgeting.
Due to years of conflict, progress towards
the SDGs is slow with Iraq ranking 115 out
of 163 in the SDG Index Dashboard Report
2022.

Boosting progress towards the achieve-
ment of SDGs in Irag requires the concert-
ed effort of all actors, including govern-
ment, civil society, development partners
and the private sector. This document puts
forward a UNDP strategy for engaging and
enhancing the contribution of the private
sector in Iraq toward achieving the SDGs.
It adopts the overall approach and guid-
ing principles put forward by UNDP’s Pri-
vate Sector Development and Partnership
Strategy (2018-2022), tailored to fit the local
context, priorities, and challenges. Guided
by interviews conducted with key private
sector actors and government agencies in
Irag, mapping of current levels of private
sector engagement, and a review of the
country’s national development plans and
strategies, it proposes an approach and
concrete tools to engage the lraqgi private
sector. This tailored strategy will guide
UNDP efforts in engagement with Iraqg's
private sector toward sustainable develop-
ment.
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1. Introduction and Overview

This document puts forward a UNDP strategy for engaging Iraqi private sector in the
country’s ongoing efforts to achieve SDGs. Interviews were conducted with private sector
firms in key sectors including petroleum, construction, real estate development, bank-
ing and finance, telecommunication, logistics, shipping, and transportation. Regional
private sector associations in Baghdad, Karbala, Anbar, and Basra were also interviewed.
A standard questionnaire was used to assess private sector levels of awareness of and
engagement in SDGs, including Corporate Social Responsibility (CSR) initiatives, behav-
ioral change, investments, innovations and collaboration with government, UN agen-
cies, CSOs and/or development partners. It also explores the existence of a strategy, pro-
gramme for engagement and reporting mechanisms at the firm'’s level. Additionally, a
desk review of available data and literature was conducted to map out existing initiatives
and support to private sector provide insight into the overall business environment and
the challenges faced by private sector.

The strategy is based on UNDP global strategy for engaging private sector and tailored
to fit the structure of the Iraqgi private sector and the business environment in lrag. The
document also proposes toolkits to guide and facilitate implementation with relevant
examples from Iraq and other countries in the region. The document is not intended to
provide a deep analysis of the challenges faced by the private sector nor recommend
interventions to support private sector development. It is structured as follows: the first
part provides a brief overview of private sector structure in Iraq, business and policy en-
vironment and challenges that inhibit private sector growth and challenges of engage-
ment of Iragi private sector in SDGs. The second part maps out existing engagement
initiatives and efforts of UNDP and other development partners. The third part presents
a strategy to enhance private sector’'s engagement in and contribution to SDGs in Irag as
well as proposes the toolkits to facilitate and guide implementation.

ThelatestdatafromIrag’'sSustainable Development Reportand Second Voluntary Nation-
al Review (VNR) report indicate that the impact of COVID-19, the conflict and humanitari-
an crisis, as well as institutional challenges, have halted or reversed progress against most
SDG indicatorsinlrag. The lack of official data on many of the SDG indicatorsis a key obsta-
cle to evidence-based planning and budgeting. Due to years of conflict, progress towards
the SDGs is slow with Irag ranking 115 out of 163 in the SDG Index Dashboard Report 2022

1 Sustainable Development Report website, https://dashboards.sdgindex.org/map
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Box 11Irag’s progress on SDGs

The SDG Index and Dashboards Report 2022 shows that major challenges
remain on ten goals: 2, 3, 4, 5, 7, 8, 11, 14, 15, and 16, and significant
challenges remain in three goals: 1, 6, and 9. Some challenges remain in four
goals: 10, 12, 13, and 17

¥ SDG DASHBOARDS AND TRENDS LI

2 B

DEGENT WORK AND
EGONDMIC GROWTH

PEAGE. JUSTICE
o

[ | Major challenges [ | Significant challenges Challenges remain I DG achieved I Information unavailable
¥ Decreasing =¥ Stagnating Moderately improving ‘1‘ On track or maintaining SDG achievement @ Information unavailable

Note: The full title of each SDG is available here: https://sustainabledevelopment.un.org/topics/sustainabledevelopmentgoal s

Source: Sustainable Development Report Dashboard, 2022

1.1.Private sector in Iraq

The private sector in Iraq is relatively small, mostly concentrated in the informal sector,
and does not realize its full potential for growth and employment generation. Years of
conflict and unrest and recently COVID-19 have had negative impact on private sector
development and entrepreneurial initiatives. In 2019, 58 percent of the workforce in the
private sector, were in informal jobs.? There is a small number of large firms and sub-
stantial number of micro and small enterprises. Micro and small firmms mostly operate
in wholesale and retail, trade (import and export), construction, and transportation ser-
vices, as well as light industry. Medium size firms are mostly in construction, transporta-
tion, logistics, shipping, and manufacturing. The country’'s few large, multinational, and
multi-industry conglomerates are predominantly in the oil sector and telecommunica-
tion. National large and medium size private businesses are emerging in ICT, particularly
mobile communications, construction, technical services for the oil and gas sector, bank-
ing, and manufacturing.® Private limited liability companies (LLCs) are the most generic
form in the country. Apart from LLC, other types of entities (particularly for foreign inves-
tors) include the branch office of a foreign entity, and representative office of a foreign
entity. Joint ventures are possible, but they do not create a legal entity, unless the private

2 International Organization for Migration. Impact of COVID-19 on Small and Medium Sized En-
terprises in Iraq. Grand-Saconnex, Switzerland, 2020: IOM, reliefweb.int/sites/reliefweb.int/files/resources/
IOM%201Iragq%20Impact%200f%20C0OVID-19%200n%20Small%20and%20Medium-Sized%20Enterprises%20
in%20lraq.pdf.

3 World Bank, Iraqg - Systematic Country Diagnostic (English). Washington, D.C.: World Bank Group,
2017, http://[documents.worldbank.org/curated/en/542811487277729890/Irag-Systematic-Country-Diagnos-
tic
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limited liability company is incorporated.* Trusts and similar equitable arrangements are
not formally recognized in Irag. According to the World Bank, it takes 26 days and eight
administrative procedures to open a business, incurring costs of 34.2% of per capita GNI.
This renders Irag among the less business-friendly countries.®

Table O1.1 shows the total number of firms and employees in extractive industries (ex-
cluding oil and natural gas) and manufacturing sector according to the Industrial Es-
tablishments Survey (2020).° While the total number of large firms (30+ employees) is
guite small compared to small firms, they employ most workers in the sector. There is
no data available for the number of firms and employees in oil and natural gas, agricul-
ture, forestry and fishery and services sectors and subsectors. It is clear, however, that
private sector in Irag is dominated by small enterprises, yet large enterprises contribute
the largest shares of value-added and employment. Except for Kurdistan, the number of
medium-size firms is quite small as well as their share of total employment.

Table 1.1 Number of firms and employees in the extractive industries (excluding oil and
natural gas) and manufacturing sector 2020

Total number of en- Total number of
terprises employees

Small (1-9 employ- !raq including Kurd- 26,247 86,663
ees) istan

Iraqg, excludin
Medium (10-29 em- Ku?distan < 188 2,639
ployees) -

Kurdistan 396 5,441

Iraqg, excludin
Large (30+ employ- Ku?distan S 682 112,414
ees

) Kurdistan 128 12,173

Source: Central Statistical Organization, Iraq

Table 1.2 shows the number of firms registered at the Baghdad Chamber of Commerce
in 2021. Clearly, not all firms in Irag are registered in the Chamber but this is an indica-
tive of the private sector landscape in the country, which is comprised of a substantial
number of small and micro enterprises, a few large firms and even a smaller number of
medium-size firms. It is important to note that the Chamber classifies firms based on
working capital rather than the number of employees, which is the standard for classifi-
cation used by Government ministries and the Central Statistical Organization.

Many of the large firms are either State-Owned Enterprises (SOEs) or multinational cor-
porations and their subsidiaries. Meanwhile, Iragi firms that can be considered large or
medium size are concentrated in very few sectors. Interviews with Iraqi firms and the
Chamber of commerce indicate that it is commmon for Iraqi firms to have multiple activ-
ities, usually within the same broad economic sector or across multiple sectors’. These
additional challenges must be taken into account when engaging the private sector.
They necessitate careful tailoring of engagement approach based on size and firm’s
main activity.

4 Irag Britain Business Council (IBBC), Launch a company in Iraq, https://iragbritainbusiness.org/do-
ing-business-with-irag/launch-company-irag

5 World Bank, Doing Business Archive, 2020, https://archive.doingbusiness.org/en/data/exploreecon-
omies/iraq

6 Central Statistical organization, Iraqg, https:/mop.gov.ig/en/page/view/details?id=83

7 Private sector firms were selected based on availability to cover key sectors, including oil, construc-

tion, industry, banking and financial services, shipping, and communications.
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Table 1.2 Number and classification of Iraqgi firms registered with the Baghdad Cham-
ber of commmerce in 2021

Membership status Total Category definition
Category New regis- Percent- (based on firm's capital
tration Renewal Number in Iraqgi Dinars
Excellent 287 491 778 26% 750 million-1 billion
First 54 987 1041 35% 500 million-750 million
Second 148 67 215 7% 250 million- 500 million
Third 208 74 282 10% 50 million -250 million
Fourth 425 209 634 21% 1 million-50 million
Total 1122 1828 2950 100%

Source: Baghdad Chamber of Commerce

The Second Voluntary National Review (VNR) in Irag, conducted in 2021 underlined the
need for enhancing private sector engagement. The Irag’s Private Sector Development
Strategy 2014-2030, Iraqg Vision 2030 emphasizes a vital role to partnerships with the
private sector as a generator of jobs, knowledge, and innovation for sustainable devel-
opment. However, efforts and progress in this regard remain very modest and ad hoc.
It is also important to note that Irag’s Private Sector Development Strategy 2014-2030
was formulated before the adoption of the SDGs and, hence, did not specifically address
SDGs nor put forward a strategy to engage private sector in SDGs. The strategy, however,
focused on private sector development and creating an enabling environment for pri-
vate sector growth.

1.2. Challenges to private sector development in Iraq

According to interviews with private sector actors, including private sector associations,
UNDP's survey of micro, small,and medium enterprises in Baghdad, Basra, and Nineveh,
Irag’s White Paper (2020) and World Bank reports (2017 and 2019), the private sector in
Iraq faces a variety of serious challenges that inhibit its growth which can be summa-
rized as follows:

i.  Business regulations and procedures: business regulations are chief among chal-
lenges faced by private sector in Irag. World Bank's Ease of Doing Business in-
dicators reveal that Irag has one of the least business friendly regulatory frame-
works. Procedures to start businesses, export, import and obtain various licenses
are lengthy and costly. World Bank Doing Business 2020 ranked Irag 172 out of
190 countries. The same report ranked Irag 103 in getting construction permits,
and 154 in starting a business. Iraq is also ranked low in terms of getting cred-
it, enforcing contracts, getting electricity and trading across borders. Interviewed
private sector firms were keen to highlight the cumbersome and inconsistent bu-
reaucratic processes that adversely impact the private sector.

ii. Access to finance: the UNDP MSMEs Survey, covering the three gov-
ernorates of Baghdad, Basra, and Nineveh, reports that 70% of
firms surveyed identified access to finance as a major challenge.

Interviewed banks confirmed that the high-risk environment in Irag and wide-
spread corruption compel banks to insist on high collateral for loans, avoid MS-
MEs and only lend large reputable firms, charge high interest rates and fees to
compensate for possible losses. Losses from bad loans are often passed to good
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borrowers. During the interviews with several banks in Irag, conducted by the au-
thor, the issue of clients’ lack of awareness, particularly small loan borrowers, was
highlighted. Most borrowers under small loans do not understand the steps and
procedures to apply for a loan. Entrepreneurs do not have the capacity to prepare
proper business plans, proposals, and feasibility/market studies.

Lack of financial inclusion and weak use of banking and financial services: UNDP
Survey reports that only 1% of micro enterprises, 2.6% for small enterprises, and 16%
of medium enterprises covered in the survey had bank accounts.

Lack of skilled human resources: Brain-drain manly due to conflict, security chal-
lenges and lack of economic opportunities, and weak education system led to loss
of human capital over the last three decades.

Security and lack of political stability: security challenges play a leading role in in-
creasing risks of doing business, deterring domestic and foreign investment, and
disrupting business and market functions. Lack of political stability which impacts
regulatory and policy framework increases the risks and costs of doing business
for the private sector.

Weak macroeconomic framework: the macroeconomic framework in Iraq is weak
and policies are mostly reactionary. Both fiscal and monetary policies are closely
tied to volatile international oil prices. There is a lack of stability and consistency in
crafting macroeconomic policies. Additionally, macro policies are not particularly
designed to stimulate private sector led growth.

Weak infrastructure: Conflict and weak fiscal stance leading to decline in invest-
ment in public infrastructure resulted in deteriorating an infrastructure that was
once considered among the best in the Arab region.

Weak linkages with and insufficient knowledge of global and regional markets:
apart from the oil sector, both private sector and State-Owned Enterprises (SOESs)
are mostly catered to domestic market and lack linkages to global supply and
value chains.

Overreliance on oil revenues led to the dominance of the public sec-
tor, which in turn has prevented the emergence of a vibrant private sector.
Most State-Owned enterprises are loss-making and rely on the state for their fund-
ing, through budget direct transfers and indirect subsidies. Yet they continue to
enjoy special privileges and increasing role in the economy.

Corruption: widespread corruption hinders business development as businesses
are not operating in a plain level field and suffer the added costs of corruption in
all business processes. Corruption is pervasive in every step of import, quality con-
trol, and transport of goods. Nearly all firms interviewed identified corruption as a
major challenge.

Informality of private sector due to reluctance to go through a bureaucratic reg-
istration process and irrelevance and lack of incentives related to the registered
status.

Digital challenges: albite the heavy reliance on mobile phones, knowledge,
and utilization of internet in doing business and e-commerce is low. Digital lit-
eracy is particularly weak among both employers and employees. This was
clearly identified by the over 75% of firms surveyed by UNDP MSME survey
as well as firms interviewed during the course of the development of this doc-
ument. A few initiatives by banks and telecommunication firms however have
started, introducing mobile money, mobile payment services and other online
services over the last few years.

Narrow market in terms of demand and business opportunities, MSMEs' depen-
dence on the local market, poor marketing capabilities and weak export-oriented
base and lack of awareness on trade opportunities.
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Electronic transactions in Iraqg are regulated under the E-signature and E-transactions
Law. However, online and fintech businesses are not regulated as such in Irag and are
not legally considered as businesses unless they have a physical office address in Iraq.
Fintech industry in Iraq covers a limited range of sub-sectors, such as mobile and elec-
tronic payments and telecommunications. Other tech areas such as online shopping,
trading and electronic services, and smartphone applications remain underdeveloped,
particularly in suburban and rural areas. Iragi banks also provide fintech services and op-
erate, based on a license from the Central Bank of Iraq. The low usage of electronic pay-
ments makes the expansion of fintech companies challenging. FinTech's in Irag do not
yet constitute a competitive threat to institutions offering traditional financial services.
Authorized electronic payment service providers rely on banks to facilitate client access
to certain products, such as loans, which are credited by banks directly to customers’
credit cards.

The impact of COVID-19 and the Russian-Ukrainian conflict have exacerbated the above-
mentioned challenges. The private sector operating in the informal economy was dis-
proportionately impacted. A drop in oil prices directly impacts the fiscal balance and
prompts the government to reduce spending which impacts the private sector that de-
pends heavily on government procurement. At the same time, firms that rely on the oil
sector for contracts in construction, logistics and security are also adversely impacted.
Meanwhile, the long lockdown during COVID-19 led to a significant drop in sales and
revenues. Disruption in supply, shipping, and transportation chains due to COVID-19 and
the conflict in Ukraine increased costs of operation for Iraqi private sector. These hard-
ships have led to the expansion of informal labor activities in many sectors. It is also im-
portant to note that Iraqi private sector operates in an environment of multidimensional
fragility (economic, security, political, environmental, and societal) which translates into
uncertainty, high risks, declining competitiveness and increasing opportunity costs. As
a result, the private sector’s contribution to growth, employment generation, and eco-
nomic diversification is low and lacks sustainability.

1.3. The challenges facing engagement of Iraqgi private sector in
SDGs

For the implementation of the 2030 Agenda, the private sector is considered the main
partner in localizing, achieving, monitoring, and reporting on progress towards the
SDGes. Currently, Iraqi private sector, large or small, have not fully commmitted to the SDGs
at the national level, and lack the awareness of the SDGs. Interviews conducted with
private sector firms revealed that except for large international firms operating in Iraq,
such as Zain Telecommunication Enterprise, private sector firms lack basic awareness of
what the SDGs are. There is a wide misconception that sustainable development is only
about climate change mitigation related issues. Another misconception, private sector
firms tend to reduce private sector engagement in development to Corporate Social
Responsibility (CSR) and equate CSR with ad-hoc community-level charitable initiatives.
The concept of social responsibility and the role of commmunity initiatives to support the
Goals is not clear to Iraqi private sector. AImost all the firms interviewed by the author,
when asked to rank SDGs in terms of importance to the firms, indicated that they are not
familiar with these Goals.

There are, however, scattered, and scarce initiatives that support and/or contribute to
SDGs in the areas of renewable energy, women empowerment, entrepreneurship, em-
ployment generation, TVET and food security. Key examples of these initiatives are out-
lined in section 2.1. Most of these initiatives are conducted by large, mostly international,
firms. In addition to the lack of awareness of the SDGs and their importance, the lack of
coordination mechanisms and capacity are the root of low private sector engagement.
While big, more often international companies have advanced in the use of environmen-
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tal and social standards and certifications,
national firms rarely use the international
standards. The major obstacle in attract-
ing the private sector in Iraq to contribute
to the SDGs remains to be securing buy-
in through a clear message that explains
why it is beneficial for them to engage and
work towards achieving SDGs. Expectedly,
private sector firms in lrag are concerned
with profit maximization, risk reduction
and increasing market share. The contribu-
tion and positive impact that engagement
in SDGs will have on these objectives are
not clearly understood. UNESCWA points
out that many private sector companies
operate in the “survival mode” and are not
considering any engagements that involve
money spending

For micro, small, and medium size enter-
prises, lack of capacity and widespread in-
formality presents the main challenges to
engagement, due to the lack of accurate
data on firms in the informal sector as well
as the private sector often overestimates
the required resources to play an active
role in achieving SDGs. While the size and
lack of financial and human resources will
indeed constrain the nature, the scope and
the level of engagement, innovative ap-
proaches to engaging MSMEs as both con-
tributors and beneficiaries can be devised.
It is possible to devise different roles and
levels of engagements based on size and
capacity, whereby there is always a room
for and type of engagement no matter
how small the business is. Active engage-
ment may as well encourage these firms to
move into the formal economy and realize
the potential for growth.

-

1 CLIMATE §
ACTION 3

V%

\

For engaging large enterprises, the key
challenge is the lack of buy-in, partially due
to lack of awareness, or wrong perception
about the role of private sector in SDGCs vs.
the roles of government, CSOs and inter-
national organizations. The private sector
is, understandably, preoccupied with con-
ventional business functions and priorities,
such as finance, revenues, profits, costs,
and market share. The main priority of the
firm is to maximize profit, manage risks
and enhance market share. Private sector
often lacks the awareness of where SDGs
fit in their priorities and how it can contrib-
ute to boosting profits and market share,
bringing sustainable and innovative solu-
tions to conventional business problems
and opportunities for advancing business
interests. The private sector often lacks the
knowledge of how to engage in, contrib-
ute to and/or report on SDGs. Additionally,
there is a lack of culture of corporate re-
sponsibility, engagement in public good,
trust in the government and coordination
and communication with government
and international organizations, as well
as a complex and challenging business
environment. It is also important to note
that the policy framework in Irag does not
specifically promote engagement of the
private sector in SDGs. The Private Sector
Development Strategy 2014-2030 which is
the main document that guides the gov-
ernment policies with regards to private
sector development was formulated in
2014 before the adoption of the SDGs and
mainly focuses on supporting and creating
an enabling environment for private sector
growth in the conventional sense with no
reference to SDGs.
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Figure 1.1 Private sector engagement problem tree

Lack of engagment on SDGs

Lack of
awareness

Why? What role Isn't this the
How is it can my responsibility

Lack of
Capacity

Policy
framework
which does not
promote the

Lack of
buy-in

Lack of
communication

engagement

Lack of coordination
mechanisms

Size, and
human and
financial
resources

Perception
of required
capacity to
engage

Who to How can
approach? | find out
more

going to business of the
benefit my play? government
business? How can | and

about
SDGs?

contribute? | development
Is it the partners?
same as
charitable
work?

1.4. Review of government policies and strategies on private sector
development

The need for private sector development is recognized by the Iragi government and is
reflected in several key policy documents.

National Development Plans: The government of Irag and the Ministry of Planning
have been working closely with the UN and the international donors on the Nation-
al Development Plans (NDPs) covering the period between 2005 and 2022. Irag has
published five NDPs covering the periods 2005-2007; 2007-2010; 2010-2014; 2013-
2017 and the latest 2018-2022. They have all prioritized the role of the private sec-
tor as a partner in development as well as the need to create an enabling environ-
ment for private sector growth. Estimates of the private sector's contributions in
development finance varied according to each plan. The 2010-2014 development
plan was the most ambitious and estimated a contribution of up to 46 percent of to-
tal planned investment, which was decreased to 21 percent in the 2013-2017 Plan.
The 2018-2022 NDP was supported by UNDP and was the first plan to integrate SDGs.
It was a result of broad consultations with various stakeholders, including multisectoral
experts, technical teams, private sector, and NGOs. The plan emphasizes the private
sector development as “a key anchor for development.” The 2018-2022 plan is aligned
with SDGs targets and indicators using UNDP’s Rapid Integrated Assessment Tool.
The reforms proposed in the NDP 2018-2022 are framed in the context of mobilizing
private investment towards the enhancement of sectors that contribute to sustainable
development. The NDP is usually criticized for the lack of concrete initiatives and mech-
anisms that clearly outline how to manage the implementation challenges, such as the
deterioration of the investment climate, the lack of access to finance, the distortion of
sectoral structure, and foreign trade imbalance. The NDP does not explicitly elaborate
on how to engage private sector in SDGs or how to integrate it into the development
process, monitor its contributions or measure their impacts. The NDP 2018-2022 is com-
plemented by Iraqg Vision 2030 and several sectoral policies.

Irag Vision 2030: Sustainable Development Goals (SDGs) are integrated in the Vision and
the private sector is placed at the core of its strategy aiming at expanding “the private
sector’s participation, encouraging local and foreign investments and building national
companies which support and expand diverse economic activities.”

White Paper for Structural Reform,2020: The document laysout the plansfortransforming
Irag'seconomywhilefocusingonmitigatingtheimpactsof COVID-19anddecliningoil prices
in 2020. Several proposed reforms include public finance, infrastructure, legislative amend-
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ments, governance, and e-government measures. The main objectives of the White Paper
relatetofinancing the budgetdeficitand creating along-term plantoaddressstructural eco-
nomicproblems,aimingtoplacethecountryonaprivatesector-driveneconomicgrowth path.
The White Paper proposes the following initiatives to support private sector:

Financing private sector projects through establishment of a fund to be supported
by government agencies and private banks and allocating part of external grants for
this fund.

Issuing bonds by Ministry of Finance to support the Iragi economy, in dollars and di-
nars, for 5.0 trillion dinars, subject to increase.

Expanding partnership programs between the public and private sectors, by enact-
ing the partnership law between public and private companies (PPP law).
Strengthening product and consumer protection policies through control over bor-
der crossings, and developing dynamic import tariff policies, standardization, and
guality control procedures.

Simplifying private sector’s operation in the areas of starting business, i.e., business
licenses, and decentralized company registration, according to a comprehensive da-
tabase.

Amending the key laws related to the economy and business, such as the Compa-
nies Act, Insurance Act, and the Insolvency Act, with the aim of improving the busi-
ness environment and updating the relevant legal framework.

Making payment of the outstanding dues accrued after 2014 to the private contrac-
tors of government project, farmers, and independent power projects (IPP) investors
and any other payments due to the local private sector, as well as compensation to
the Property Claims Commission.

The White Paper’s implementation is closely monitored by the international development
agencies. According to the recent reports the progress in implementation has been slow.
Regarding private sector development, the noticeable achievement is the launch of On-
line Single Window platform for a one-stop business registration for Baghdad residents,
which utilized the United Nations Conference on Trade and Development’s (UNCTAD)
digital solutions platform and implemented by the GClobal Entrepreneurship Network.

Private Sector Development Strategy (PSDS) 2014-2030:

The strategy is set out to stimulate growth and create jobs through diversifying the
economy, supporting the private sector, and creating an enabling environment for its
growth and promoting investment. It is the key strategy for private sector development
in the country with the four-pillar approach to address and find solutions to the private
sector’s needs. The phased timeframe covered the periods from 2014-2017, 2018-2022
and onwards until 2030.

Pillar I: Understanding the Private Sector
(to make accurate information on the for-
mal and informal private sector available
to the Government and private sector for
strategic planning and decision making
purposes through surveys of formal and
informal private sector; information sys-
tems for Government and private sector
stakeholders; network of local business
registration centers; capacity-building of
government and private sector on ways
to use information during planning, ex-
ecuting, tracking and reporting on the
progress).
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Pillar II: Improving the Business Environment (to streamline policies, laws, regula-
tions, and procedures that foster private sector development; improve access to
finance for private businesses; have incentives in place for increasing production
and innovation, businesses’ registration, private investment, and employment;
strengthen quality control, quality assurance, certification, and licensing systems).
Pillar 1ll: The SME Development Programme (to improve SME productivity and
competitiveness and to involve the private sector, including SMEs and larger com-
panies, in State-Owned Enterprises’ restructuring and corporatization through
advisory, counseling, business planning, training and networking services to SME;
establish a Fund to provide seed capital, soft financing and loan guarantees for
the private sector; initiate a special programme to create business opportunities
for the private sector, industrial zones, business incubators, business development
centers; establish a special unit too increase job opportunities for women and to
enhance awareness).

Pillar IV: The Implementation, to ensure the efficient and timely implementation,
in 2021, the Ministry of Planning established the establishment of Private Sector
Development Council, Planning, Research & Implementation Unit, a National SME
Agency and a Monitoring and Evaluation (M&E) unit.

Irag Industrial Policy & Investment Promotion Strategy 2018
. the strategy focus on promoting the industrial and energy sector as the main engine

for growth and employment generation in Iraqg. It does integrate SDGCs to a great ex-
tent. It includes elements of enhancing private sector contributions to specific SDGs,
including employment and income generation, poverty reduction, renewable energy
and sustainable production and consumption. However, the main focus remains to
stimulate, and create enabling environment for, private sector growth in the industrial
and energy sector and enhancing private sector’s contribution to these SDGs is byprod-
uct.

Some progress has been made in terms of implementation, but it has been slow
due to the absence of clear roles and responsibilities for implementing agen-
cies and partners, implementation commitments and coordination mechanisms.
It is important to note that The Private Sector Development Strategy was formulated
before the adoption of the SDGs and therefore does not address link support to private
sector to SDGs nor it attempts to enhance the engagement of private sector in SDGs.

There are also sectoral policy documents that address the private sector development
in Irag within sectors. These include the Decent Work Country Programme (ILO) (2019-
2023), the National Action Plan for the implementation of UNSCR 1325 (INAP) (2021), Na-
tionally Determined Contributions of Irag (2021), National Education Strategy (2011-2020),
the Technical and Vocational Education and Training (TVET) National Strategy (2012-
2022); the Integrated National Energy Strategy 2013-2030, Strategic Plan of Ministry of
Agriculture (2015-2025), Poverty Reduction Strategy (PRS) 2018-2022, the Food Security
Strategy (2019), the Strategy for Water and Land Resources (SWRLI)(2014), and the Na-
tional Strategy and Plan of Action for Protecting the Environment in Irag (2012-2017).
Anti-corruption oversight in Iraq is with the Board of Supreme Audit (BSA). Iraqg is a party
but not a signatory to the UN Anticorruption Convention. Iraqg is not a party to the OECD
Convention on Combating Bribery of Foreign Public Officials in International Business
Transactions.
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2. Mapping of existing private sector engagement and support
2.1. Mapping of existing private sector SDGs related initiatives

As mentioned in Section 1, most private sector SDGs-related initiatives are conducted by
large firms. Some international firms operating in Iraq, such as Zain Telecommunication,
have a systematic approach with a dedicated responsible department, CSR annual plan,
budget; utilize the Global Reporting Initiative (GRI) standards, and align reporting to the
UN reporting lines (for example, the United Nations Guiding Principles (UNGP) on Busi-
ness and Human Rights Reporting Framework and the Task Force on Climate-Related
Financial Disclosures (TCFD)). Large Iraqi firms, such as Asiacell, have ad-hoc SDGs relat-
ed silo initiatives that fall under CSR, mostly in the form of financial contributions, spon-
sorships, or donations with presumably no dedicated annual budget but with consistent
reporting on the achievements that do not have clear KPIs. The following are some key
examples of existing SDGs- related initiatives conducted by firms that were interviewed:

Zain Telecom company:

In 2021, Zain Telecom company launched the Women in Tech program across its op-
erating markets. The program targets young female graduates with specialization in
STEM (Science, Technology, Engineering and Math). The program focuses on providing
technical training for the selected candidates to prepare them for work in their field
and increase their employability. The training includes mentoring that develops inter-
personal and soft skills, as well as exposure to new ideas in business development. By
creating successful matches, the program aims to enable future generations of females
to enter the High-Tech field with the promise of becoming changemakers in the in-
dustry. Around 124 women were selected out of 500 applicants. The program helped
the graduates to find jobs or internship opportunities in the field. In Iraq, the program
provided paid internship at Zain for 10 participants and resulted in the employment of
additional 7 participants.

Asiacell Telecom Company:

In September 2021, Asiacell funded the installation of 8 soil moisture equipment at
Goizha Mountain of Sulaymaniyah city. They were installed by the Civil Development
Organization (CDO) at Goizha Mountain to measure the ratio of moisture at the loca-
tion where over 22 thousand trees were planted on the area of 50 hectares of Goizha
mountain (Afforestation Project by Asiacell). The trees were planted to maintain the
green environment of the mountain. The project provided work opportunities for over
450 employees.

ASAS Platform (ASAS) is the latest platform designed by Asiacell to target young entre-
preneurs. It is a digital portal that encompasses all the initiatives created by Asiacell and
its partners. The platform offers an array of resources spanning business development,
self-development, and educational initiatives in an accessible, user-friendly interface. It is
updated regularly to share information with the users about workshops and related ac-
tivities run by Asiacell and its partners. UNDP, KAPITA (Irag’s Private Sector Development
company), the Station (lrag's coworking space and the Foundation for entrepreneurs),
Orange Corners Innovation Fund are among Asiacell's partners that are hosted in one
place to allow youth to choose the programme that fits their needs at their convenience.

TotalEnergies: In September 2021, TotalEnergies, the Iraqi Ministries for oil and electricity,
and the country’s National Investment Commission signed major agreements covering
several projects in the Basra region, designed to enhance the development of Irag’s nat-
ural resources to improve the country’s electricity supply. TotalEnergies with the support
of the Iragi authorities, is investing in the following projects:
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The construction of a new gas gathering network and treatment units to supply
the local power stations, with TotalEnergies also bringing its expertise to optimize
the oil and gas production of the Ratawi field, by building and operating new ca-
pacities.

The construction of a large-scale seawater treatment unit to increase water injec-
tion capacities in southern Iraq fields without increasing water withdrawals as the
country is currently facing a water-stress situation. This water injection is required
to maintain pressure in several fields and as such will help optimize the produc-
tion of the natural resources in the Basra region.

The construction and operation of a photovoltaic power plant with a capacity of 1
CWop to supply electricity to the grid in the Basra region.

These projects represent a total investment of approximately US$10 billion (100% share).

Al-Moosawi Group and its subsidiary Al-Qura Co. for engineering and Contracts: The
company built a hospital in Basrah as an CSR initiative. The hospital, which currently
covers its own operation costs, provides medical services to low-income people in the
community and operates as a non-profit establishment. The company also launched
Al Taawood organization, a non-profit organization that works on women's empower-
ment, through providing TVET and entrepreneurial training women entrepreneurs and
MSMEs. The group and its subsidiaries have modest annual financial allocations for CSR.

Private Sector Associations: Private sector associations in Irag have some ad-hoc initia-
tives, often in collaboration with their members, international development partners
and/or UN agencies. The Business Union of Irag conducted studies on topics such as
poverty reduction and employment generation. The union also contributed to TVET and
the training of young people with the consequent employment by the union’s member
firms. The union is active in employment schemes that secure the employment of new
graduates by its members. The union is engaged in charitable work by collecting dona-
tions, clothing, and food to support local commmunities and Internally Displaced People
(IDP). Through its members, the union provides disaster risk management in the events
of floods.

The Baghdad Chamber of Commerce, among other activities, recently signed a coop-
eration agreement with the International Finance Corporation (IFC), through which IFC
and the Chamber will provide training in business management and entrepreneurial
skills for Iragi women entrepreneurs and SMEs. The programme targets four hundred
and fifty (450) women by the end of 2022. This is one of several steps that the Chamber
has taken to implement its vision to upscale support to private sector and pioneering
projects, particularly women.

2.2. Mapping of current UNDP engagement with private sector in
Iraq

UNDP MSME Surveys. In 2021, the Ministry of Planning’s Central Statistical Organization
(CSO) in partnership with UNDP and with funding from the United States Agency for
International Development (USAID) has conducted a study on Micro, Small, and Medi-
um-Enterprises (MSMESs) in Iraq. The Survey covered the three governorates of Baghdad,
Basra, and Nineveh. The survey presented a comprehensive analysis on MSMESs' struc-
tures, trends, business dynamics, challenges and opportunities through up-to-date, re-
liable, relevant market information and analysis. In February 2022, UNDP Irag, and the
Kurdistan Regional Government’s Ministry of Planning (MoP) initiated a cooperation to
conduct a survey of MSMEs, that follows the survey conducted in Federal Iraq across
Baghdad, Basra and Ninewa. It will cover all governorates of the Kurdistan Regional Gov-
ernment (KRG): Dohuk, Erbil, Halabja and Sulimaniyah. Despite the limited coverage, the
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surveys provide a good basis for guiding policies and programmes to support and create
enabling environment for private sector growth. It is highly recommended to replicate
the survey to include all regions of Irag as well as large and multinational firms to provide
full coverage of private sector landscape in Iraqg. It is also recommended to conduct a
follow up diagnostic study with an SDGs lens to identify challenges and bottlenecks that
inhibit private sector growth and engagement in SDGs.

UNDP-Shell Partnership (2012-2016), budget: US$7,932,202. In 2012, UNDP signed a four-
year Basra-focused partnership agreement with Shell Iraqg, consisting of two main com-
ponents: the Local Area Development in communities surrounding the Shell-operated
Majnoon Qil Field in the north of Basra Governorate (LADP Majnoon); and the Micro,
Small, and Medium Enterprise and Vocational Training Programme (MSME/VT) to build
the capacity of the local workforce and small and medium enterprises in the oil and gas
sector in Basra.

Key Results:

LADP Majnoon component: 13 small businesses established in Basra's oil field
communities; 3 primary schools rehabilitated and 4 playgrounds constructed in
Basra; 2 development plans prepared for Al Nashwa and Al Dair sub-districts; 90 is
the total number of oil field communities were consulted to identify developmen-
tal needs and community profiles in the Governorate; 219 participants from Bas-
ra received training on business and entrepreneurship topics, English language
and Health, Safety and Environment training, and vocational training; Vocational
training to 30 unemployed youth from March to May 2014; Assessment of chal-
lenges facing date palm production, marketing, and sale in Basra, over the period
of January to March 2014.

MSME/VT component: Capacity building workshops in 2015 for 94 staff members
from the Government's South Oil Company and contractors working for Shell Iraq,
in Basra (English language training and Health, Safety and the Environment (HSE)
courses); Training of Trainers (ToT) courses to 95 participants from Basra in Sep-
tember and October 2012 (courses included contract management and procure-
ment, entrepreneurship and leadership, and health, safety and the environment).

UNDP/EU Innovation for Development Initiative (2015-2018), budget US$300,000.
In 2015, UNDP started the Initiative as a pilot project, in partnership with Zain Telecom-
munication Company, to promote business and social entrepreneurship, through De-
sign Thinking and the Business Model Canvas, in addition to volunteerissn amongst
young peoplein lraq. In 2016, the European Union (EU) adopted the UNDP Innovation for
Development Initiative in Irag, under the Local Area Development Programme (LADP).

Key achievements:

- Organization of the Innovation for Development Forum 2015 in Baghdad with over
300 participants, including representatives of both the private and public sectors.

- 11 potential partnerships were announced during the 2015 Forum. 17 out of 68 teams
were selected to present their innovative proposals to an evaluation committee whose
members represented the private sector, the Federal Government, and non-govern-
mental organizations.

- Three workshops were organized in Baghdad, Basra, and Erbil to build the capacity
of dozens of young people.

- 100 young potential entrepreneurs (65% males and 35% females) were trained on in-
novative approaches to development.

- Online members of the Youth Café (youth-led social media forum and online out-
reach and mobilization tool) have reached 20,000.
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UNDP Innovation for Development Project (2018-2020), budget US$420,000. The proj-
ect aimed to upskill individuals (young women and men) and institutions in the field of
innovation, entrepreneurship, and the SDGs.

Key results:

- Atraining manual in the fields of innovation, entrepreneurship, and business to gain
an insight into the entrepreneurial ecosystem in Irag, and support youth to develop
their own projects.

- An online platform for youth and entrepreneurs to interact with other stakeholders of
the ecosystem (private and public sector), provide them with online courses, informa-
tion and knowledge about entrepreneurship and job opportunities in Irag.

- Two simulation games aimed at training youth in how to engage with the entrepre-
neurship ecosystem in Iraq using real life scenarios that face startup businesses and
entrepreneurs.

- The Youth Leadership Program (YLP) builds a dynamic network at the intersection of
youth, innovation, and sustainable development. Over 800 participants were trained
and introduced to a set of tools that help them to identify local problems, find solu-
tions and build prototypes using Design Thinking Methodology. Many of them went
on to develop their ideas into successful startups.

UNDP Irag Crisis Response and Resilience Programme (ICRRP) (2014-2021), budget
US$182.1 million. ICRRP supported the displaced populations and host commmunities
across Diyala, Dohuk, Erbiland Sulaymaniyah by rehabilitating the infrastructure through
4 components: basic services, livelihoods recovery, protection, and social cohesion. Un-
der the component “Livelihoods recovery,” there were activities that targeted the pri-
vate sector development. In 2019, ICRRP provided capacity-building support to the Erbil
Chamber of Commerce and Industry (ECCI) fostering public private sector engagement
and the development of a preliminary Action Plan for Private Sector Growth in the KRI.
ICRRP supported a business forum Private Sector Development: Toward the Diversifica-
tion of Local Economies in the KRI. The forum engaged 160 individuals from the private
sector, finance, government, NGOs, and UN agencies in three roundtable discussions
aimed at brainstorming solutions to persistent barriers of private sector development in
KRI. Additionally, ICRRP introduced the preliminary findings of a Solid Waste Manage-
ment Assessment. 150 individuals from the private sector, finance, government, NGOs,
and UN agencies attended, including the acting Minister of Municipalities and Tourism,
and the Deputy Governor of Erbil. The assessment of the existing value chain identified
two major entry points for UNDP Iraq to consider for future livelihoods recovery support
for the KRG.

UNDP, Rehabilitation of the Vocational Training Center in Ramadi, 2019. Its main building
and 14 workshops were rehabilitated and equipped. Since its reopening in 2019, more
than 2,000 Iragis have been trained through the Center. The rehabilitation and equip-
ping of the Vocational Training Center in Ramadi were implemented by UNDP Irag’s
Funding Facility for Stabilization (FFS). The rehabilitation was funded by USAID, while the
supply of IT equipment and furniture was supported by the Federal Republic of Germa-
ny, provided through KFW Development Bank.

UNDP lrag and Asiacell, MOU, 2021. Asiacell and UNDP signed a two-year Memorandum
of Understanding (MoU) to cooperate (i) supporting young entrepreneurs and start-ups
in developing innovative solutions to local challenges alongside UNDP Irag’s Accelerator
Labs. (ii) supporting an online platform to connect entrepreneurs with potential inves-
tors; and (iii) promoting opportunities for long-term, sustainable youth employment.
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2.3. Mapping of active development partners engagement with pri-
vate sector in Iraq

Other United Nations Agencies and development partners implement a number of pri-
vate sector development programs and projects. The projects are very targeted and have
concrete firsthand elements. Some of them are indicated below:

United States Agency for International Development (USAID) is extensively involved in

private sector development in Irag and has a number of successful programs and proj-
ects.

Iraqg Durable Communities and Economic Opportunities (Dceo/Tahfeez) Project that
supports micro, small, and medium-sized enterprises (MSMEs) to develop local business
associations and networks, identify barriers to growth and trade, and advocate collec-
tively for policy changes to improve the local business environment. The project timeline
is 2019-2024 with the budget of US$126 million.

The Funding Facility for Economic Reform supports the Federal Government of Iraq
and the Kurdistan Regional Government's efforts to design and implement economic
reforms that respond to citizens’ demands for more responsive public financial adminis-
tration, greater financial stability and market diversity, and improved integrity and trans-
parency.

Iragi Governance and Performance Accountability (IGPA/Takamul) project provides in-
dividualized business development services to SMEs to boost their access to different
markets and attract new private sector investment opportunities.

Ignite program provides incubation services and/or support that will accelerate the
growth of the businesses. The Tech Incubator trains young Iragi entrepreneurs to start
and manage successful businesses in a collaborative environment where specialists and
business leaders serve as mentors. At the end of the program, entrepreneurs create a
fully functioning prototype of their business.

Middle East and North Africa Investment Initiative (MENA [l) supports businesses in
Irag with access to capital investment and business development services to improve
firm-level competitiveness, grow their revenue and create jobs.

New Partnerships Initiative (NPI) supports the Iraqgi firmm Top Mountain to promote en-
trepreneurship, improve Iragis’ employability, and job readiness through a wide array of
initiatives including a business incubator and a youth-focused employment program.

German Federal Ministry for Economic Cooperation and Development (GlZ)

PSD Project Private sector development and employment promotion/economic (re-)in-
tegration of young people, timeframe 2017-2024. The project links interventions at the
policy level with measures to improve the service provision of key stakeholders (e.g., line
ministries, training institutions and chambers) through economic policy advice to con-
solidate the ability of the government partners to develop fact-based economic policy-
making, to foster public-private dialogues, to engage business associations, civil society
organizations and academia as well as to promote business integrity. The project also
works to promote the delivery of support measures to jobseekers and entrepreneurs
through labour market-driven skills development, job placement measures, entrepre-
neurship development and advisory services for micro, small and medium-sized enter-
prises (MSMEs).
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International Labor Organization has launched a national Labour Force Survey in collab-
oration with Irag’s Ministry of Planning and the Central Statistical Organization (CSO) in
March 2022. The survey presents estimates at the national, governorate, urban and rural
levels and covers a broad array of indicators on the labour market and demographic
characteristics of residents in Irag. The CSO and the Kurdistan Region Statistics Office
(KRSO) conducted a similar Labour Force Survey in 2021, with technical and financial
support by the ILO.

World Bank in Irag focuses on banking and governance reforms, private and pub-
lic partnerships. In 2021 WB conducted the Informal Sector Enterprise Survey
in lrag covering four major cities in the country: Baghdad, Basra, Sulaymaniyah, and
Najaf. The surveys were designed to mirror the standard World Bank Enterprise Surveys,
which usually cover the formal sector. The surveys were tailored to help understand the
conditions in which informal businesses operate.

Baghdad Water and Sewerage Improvement Project, timeline 2017-2023, budget US$210
million. The sectors: sanitation, water supply, water, sanitation, and waste management.
Athree-component projectincludes institutional strengthening of urban water manage-
ment and utility management and creating an enabling environment for private sector
engagement; investment in drinking water supply and wastewater infrastructure; and
technical support to the project management unit (PMU) in the Mayoralty of Baghdad.

Electricity Services Reconstruction and Enhancement Project, 2019-2024, budget
US$200 million. The project indirectly supports the increase of participation of the pri-
vate sector in electricity services. The project’s objective is to improve the reliability and
operational and commercial efficiency of electricity services in Basra.

International Finance Corporation (IFC) focuses on infrastructure, gas capture and re-
newable energy. It also explores investment opportunities in financial markets, manu-
facturing, and agriculture. In 2021, IFC brokered a five-year, US$360 million loan to Basra
Gas Company to help improve energy access, prevent associated greenhouse gas emis-
sions, and support a more resilient and sustainable energy sector. The project supports
Irag’s transition to a lower carbon path and helps the country meet its growing power
needs. In addition, IFC led US$125 million financing package for a modern shipping ter-
minal in Umm Qasr Port in Basra, Iraq’s largest port, one of the largest non-energy-relat-
ed FDI investments in the country to date. The new terminal is expected to significantly
reduce vessel turnaround times, boost trade, and enhance the country's connectivity
to global markets. IFC works on capacity building for banks and financial institutions,
including small- and medium-enterprise banking, digital financial services, and risk
management and corporate governance. In 2017 IFC launched the Kurdistan Institute
of Directors (KloD) alongside the Erbil Chamber of Commerce and Trade. It provided
corporate governance advisory services to help strengthen the role of independent di-
rectors and boards in Irag and raise awareness of best practices. As the outcome, cor-
porate governance services were provided to six Iragi companies, including Salaheddin
Holding, nine educational events were conducted, reaching about 447 participants, and
building the capacity of 16 Iraqi trainers. IFC also partnered with the Women Empower-
ment Organization to conduct corporate governance training for current and potential
female directors and businesswomen to equip them with the needed skills to effectively
succeed in their roles. Fifty-one women participated in the different trainings, and 35
women participated in a training of trainers’ workshop.

UNCTAD signed an agreement in 2021 to implement a project to promote trade and
development in Irag through modernizing and automizing customs and improving its
international business ratings, using UNCTAD's Automated System for Customs Data
(ASYCUDA).
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International Trade Centre (ITC): Strengthening the agriculture and agri-food value
chain and improving trade policy’ (SAAVI) project. The five-year project (2020-2025),
budget of EUR 22.5 million is funded by the European Union. Implemented by ITC in
close collaboration with the Government of Iraq and other local partners through build-
ing productive and commercial agricultural value chain analysis, introducing upgrades
in the production and marketing systems through capacity building to farmers and
firms, the provision of a wide range of business development services, and technical
agriculture training. The project will also build the capacities of micro, small, and me-
dium enterprises and broaden the knowledge and skills base for youth including train-
ing on entrepreneurship and business skills. Through SAAVI, technical and vocational
skills programmes are also strengthened to better match the needs of the private sector.

InternationalOrganizationforMigration (IOM)ranthe Enterprise DevelopmentFund (EDF),
a financing mechanism implemented by IOM in Irag that provides small and medium
enterprises (2 to 30 employees) with grants to contribute to their recovery and/or expan-
sion. It was piloted in 2018 in Mosul before being expanded to various locations in Irag as
of 2019. The financial grant is based on an evaluation of needs and the potential for job
creation. The EDF methodology can easily be adapted and tailored to the needs of spe-
cific groups of interest businesses, including for returnees and other groups supported
by IOM in Irag, and a business plan.

Japan International Cooperation Agency (JICA) is providing infrastructure development
loans (electricity, water supply, transportation), and associated capacity development
and training assistance for Iragi labor force. The recent two-year project “Capacity De-
velopment Project for Agriculture Research and Extension” targets the development of
human resource in the agriculture sector in Kurdistan to improve research planning,
implementation, and operational capacity of Agriculture Research Stations.

Iraqi Middle Market Development Foundation (IMMDEF) is initiative of the United
States Government and with the support of Overseas Private Investment Corporation
(www.opic.gov), to finance projects of Iraqgi private small and medium-size enterprises
through loans to generate employment and economic growth in Iraq (SMEs).
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3. Private sector engagement strategy

3.1. UNDP’s Global Private Sector Development and Partnership
Strategy

UNDP’s Private Sector Strategy seeks, in partnership with governments, civil so-
ciety and businesses, to make markets work for the SDGs with an emphasis on
inclusion of the poor and marginalized communities. It seeks not only to en-
hance the private sector’s role as a vital actor in advancing the SDGs but also
to promote the adoption of the SDCs as the main framework for private sec-
tor strategies and operations so that all business outputs are contributing to
the SDGs. This strategy builds upon UNDP’s longstanding adoption of a mar-
ket system approach, which is also the main basis for work on private sector de-
velopment and partnerships championed by a few other international agencies
. The strategy puts forward an integrated approach to engaging in private sector on
three levels of engagement:

Macro Level: working on the upstream (e.g., policy level)

Meso Level: working on the mid-stream (e.g., market services, trade, sectors, and
institutional support)

Micro Level: working on the downstream (e.g., business, and productive capac-
ities)

UNDP’s strategy is set out to advance its vision translated into three strategic
priorities facilitated by two strategic enablers and three operational enablers
through a suit of service offers (Figure 03.1). The private sector strategy is fully
aligned with the three development outcomes and six signature solutions of
UNDP’s Strategic Plan (2018-2021), and, hence, can be adapted, selectively how-
ever, to every country and development context.

Figure 3.1 UNDP Strategic priorities, operational and strategic enablers, and service offer

UNDP Private Sector Strategy

Service offers:
Strategic priorities_

* SDGs Impact Platform
Align business = Policies and productive capacities for sustainable
Unlock private flnance strategies and value chains and inclusive business
Kfor the SDGS operations wit + Private Sector and Gender Equality
the SDGs * Transforming MSMEs to SDGs
* Multi-stakeholder Partnerships with Private
/k / Sector
Policies that foster

+ Municipal Finance by UNCDF
* Financial Inclusion and Digitization

inclusive and green

= Policies enabling sustainable business and
economy . :
investment practices
+ Creating resilience through programming and

piloting innovation
Strategic Enablers Operational Enablers * Impreoving livelihocods through inclusive business
Innovation Internal financial and regularity framework = Closing the Energy Gap
Partnerships resource mobilization from the private * Private Sector leveraged for NDCs
sector, people, culture and ways of work. + Mobilizing Islamic Finance resources towards the
SDGs
= SDG Business Incubation and Acceleration

Source: UNDP Private Sector Strategy 2018-2022

Following the logic of the UNDP global private sector engagement strategy starting at
its underlying theory of change, we find that the private sector in Iraq is lacking, to differ-
ent extents, on all three hypotheses (Figure 3.2).
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Figure 3.2 UNDP's private sector strategy 2018-2022: theory of change

If businesses have access to
capital that seeks economic,
social and environmental

If policy, legal and regulatory
environments encourage
businessesto pursue long-term
economic, social and
environmental results

results

Then,

. . markets will
work for

theSDGs

If businesses can adapt their
strategies and operations
accordingly

Source: adapted from UNDP Private Sector Strategy 2018-2022.

3.2. Private sector SDGs engagement strategy in Iraq: Overarching
approach and guiding principals

Luckily, albite the modest progress, Irag’s development strategies and plans and par-
ticularly its Private Sector Development Strategy are set to support, create an enabling
environment for and tackle the challenges that inhibit private sector growth. However,
the government initiatives are not linked specifically to SDGs. As such, engaging private
sector in SDGs Irag must start with unlocking its potential through the effective imple-
mentation of the Private Sector Development Strategy and other plans that cater to the
same objectives in a coherent and integrated manner. Further, linking these policies
and programmes to SDGs will serve dual purposes of supporting the private sector on
the one hand, and enhancing its engagement in SDGs, on the other. This can go simul-
taneously with engaging private sector firms, or a group of firms, based on their current
levels of capacities and priorities.

UNDP Private Sector Engagement Strategy recognizes the immense challenges facing
private sector in a fragile development setting such as Irag. It points out that “in fragile
contexts, for example, UNDP will focus on supporting the creation of a basic enabling
environment for business.” Further, the challenges may be turned into opportunities
through devising the needed support to private sector and creating a private sector’s
enabling environment that is already SDGs-oriented. The incentive structure that is nor-
mally an integral component of any support package to private sector, can be aligned to
SDGs and conditional upon needed behavior change, e.g., sustainable business practices
and gender equality, which will contribute to the achievement of specific SDGs targets.
UNDP service offers (such as UNDP SDG Accelerator, UNDP Sustainable Finance Hub
Sustainable Finance Service Offers) can be utilized to unlock the unrealized potential of
private sector in Irag while enhancing its engagement in and contribution to SDGCs.

A first step should be to analyze countries’ business-related policy and regulatory frame-
works through an SDG lens and identify challenges and bottlenecks and needed reforms
that can incentivize social and environmental returns. The analysis should be based on
recent surveys conducted by UNDP, which provide extensive evidence highlighting
bottlenecks and challenges at various levels. Currently, UNDP is finalizing the results of
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the MSMEs Survey in Kurdistan. Since the surveys cover only micro, small, and medium
enterprises, there should be a survey to cover large firms as well. Meanwhile, the work
can start on devising initiatives to engage private sector firms, based on their capacities,
sector of operation, size, and challenges they face, that are integrated with the Private
Sector Development Strategy. The solution pathways to tackle challenges outlined in the
problem tree, shown in Figure O1.1, will center around multi-approach pathways.

Sustainability is not a solo journey. It is about working together within the company,
between suppliers and clients and sharing knowledge and expectations. The SDGs can
be approached as a potential business opportunity and as a driver of investment. It
should be treated as any business issue and the advantages of the opportunity should
be explored. The obvious solution is to include sustainable practices into formal Cor-
porate Responsibility or Sustainability projects. However, to embed sustainable devel-
opment into the actual business practices requires commitment from the companies.
They need to look for commmercial solutions to social, economic, and environmen-
tal problems (commercial solutions like microfinance and microinsurance for MSMEs
and households). Business investment and inclusive value chains help to create jobs,
generate incomes, build physical and institutional infrastructure, and offer products
and services that meet customers’ needs and aspirations and provide a chance to con-
tribute to SDGs. The comparative advantage of business in development is that when
the core business investments, operations, and value chains are profitable, these con-
tributions and multiplier effects are financially sustainable, and potentially scalable.
Engaging private sector at the macro level entails close partnership at the policy level,
which will require building trust and communication, and coordination channels be-
tween the government and the private sector. This should go beyond consultation and
be a true and equal participatory approach. The private sector will be more inclined to
engage and contribute to objectives and targets if it participated in their formulation.
UNDP can play a vital role in facilitating and advancing private sector — government di-
alogue and collaboration. At the macro, meso and micro levels, engaging private sector
and enhancing its contribution towards the achievement of the SDGs can take different
forms and may have various levels and scope of engagement, around different engage-
ment modes. The followings are the five modes of engagement and illustrative exam-
ples from the Arab region and around the world, additional examples are provided in the
appendices. The engagement modes are not mutually exclusive, and, hence, overlap-
ping modalities for engagement is possible.

Engagement mode A Finan-
cial contribution: In ad-
dition to contributing
to tax revenues, the private
sector can participate in financ-
ing SDGs related projects through
donations and Corporate Social
Responsibility (CSR) initiatives.
This is usually suitable for large en-
terprises. It can also be utilized as
integrated component of govern-
ment procurement and conces-
sion contracts, as a set percentage
of profits, which has been experi-
mented with by the government
in the oil sector in Irag. This is one
of the modalities of collaboration
with UNDP. See examples in Box 2.
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Box 2 Examples of engagement mode A (CSR)

Utilizing government procurement and expenditure to stimulate Corporate Social Responsibil-
ity in Iraq:

Concessions and large government procurement contracts, which cater to large firms, may
include provisions to allocate a proportion of profits to finance SDGs-oriented development ini-
tiatives under Corporate Social Responsibility Programmes. The Iragi government has success-
fully piloted this approach by including a condition to allocate a certain percentage of contract
to CSR in large contract in the oil sector with TotalEnergies, and it can be replicated and scaled

up.

Source: TotalEnergies, https://totalenergies.com and information provided by Ministry of Planning and
Baghdad Chamber of Commerce.

REPSOL Oil Company in partnership with UNDP, COLOMBIA

Repsol is a global oil company, present along the entire energy value chain. In 2014, Repsol
worked together with UNDP on La Guajira project. The Wayuu indigenous people of La Guajira
province in Colombia live in a desert region and have limited access to potable water. Rep-
sol and the UNDP signed an agreement to conduct the Communities Benefit Plan (PBC) in
the Guajira Peninsula in the north of the country. The agreement focused on measures to im-
prove access to drinking water for the Wayuu people, including through construction of two
micro-aqueducts and maintenance of four water reservoirs that benefit more than 1,600 peo-
ple from 18 communities. Capacity was also built in local indigenous communities to enable
maintenance of 1,200 water wells and windmills. This agreement is especially relevant because
it was the first time that UNDP signed a partnership agreement with the oil industry in Co-
lombia related to UNDP’s agreement with the National Hydrocarbons Agency to ensure that
the companies which sign oil contracts develop Benefits Plans for the Communities that are
affected by their activities.

Source: www.repsol.com, Press release, 2014

Engagement mode B Investment:
Making new investments and re-
directing existing investment to
SDG-oriented projects. This can
relieve the burden on the pub-
lic budget, particularly in Goal
11, where projects are mostly cap-
ital-intensive and long-lasting.
For instance, profitable renew-
able energy projects are good
examples. This is more suitable
for large and medium size firms
but also for entrepreneurs. See
examples in Box 3 and Box 10.
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Box 3 Examples of engagement mode B (Investments)

Saudi Aramco, Kingdom of Saudi Arabia

In 2021, Saudi Aramco commenced development of the Jafurah unconventional gas field, rep-
resenting a milestone in the Company’s efforts to expand its integrated gas portfolio and sup-
port Saudi Arabia's goal to produce half its electricity from gas and half from renewables. Gas
produced from Jafurah will supply cleaner energy to the domestic energy sector and provide
feedstock for blue hydrogen and ammonia production. Aramco also invested in the Sudair So-
lar PV project, the first project under the PIF's renewable energy program and capable of pro-
ducing 1.5 GW of renewable energy once fully operational.

Source: Saudi Aramco Annual Report, 2021
Majid Al Futtaim (UAE) renewable energy investment

Majid Al Futtaim is the leading shopping mall, communities, retail, and leisure space. To reduce
the dependency on fossil fuels, securing supply and decreasing energy costs Al Futtaim is in-
vesting in covering a proportion of energy use through renewable sources. First, the retailer's
Sustainable Building Policy requires all new projects to achieve a minimum on-site renewable
energy generation of 25% of its total energy use. During 2021, Majid Al Futtaim shopping malls,
communities and retail assets grew their renewable energy generation to 21.4 million kWh
compared to 17 million kWh in 2020, an increase of 26%. Second, Majid Al Futtaim has part-
nered with Yellow Door Energy on a series of Power Purchase Agreements (PPAs). In 2021, a 17
MW solar park in Jordan became operational, providing 100% of the energy use of 35 Carrefour
stores across the country with renewable supply. A second 6.2 MWp PPA was signed in 2021
with the developer, which will be the largest private solar plant in the Kingdom of Bahrain once
developed. Spanning over 40,000 m?, the rooftop solar plant will generate 10 million kWh of
clean energy in its first year of operation for The Bahrain Mall, meeting 50% of the shopping
mall’'s energy consumption needs, equivalent to reducing carbon emissions by 6,300 tones.
Similarly, Shopping Malls business unit is embarking on a third 20-year PPA with Yellow Door
Energy to provide renewable energy to 16 shopping malls across the UAE, Bahrain, and Oman.
Scheduled to be completed by the end of Q1 2023, the PPA will provide more than 65 million
kWh of renewable energy per year and support the business unit to reach its goal of generating
25% of landlord electricity demand from renewable sources. Moving forward, Majid Al Futtaim
are actively exploring opportunities for off-site PPAs as well as other high-quality renewable,
clean energy opportunities to ensure 100% of its energy consumption is supplied from renew-
able sources in the future.

Source: Majid Al Futtaim, ESG report 2021, https://www.majidalfuttaim.com/en/who-we-are/sustainabili-
ty-and-esg/reports

Engagement mode C Project management: Leveraging technical expertise and
experiences, private sector can deliver and manage quality projects while bal-
ancing resources’ efficiency. This also includes Private Public Partnerships (PPP).
A World Bank study to measure the effectiveness of private sector involvement
in public utilities provision shows that there are increases in utility accessibility
and improvements in service quality. This mostly suitable for large and medium
size firm but may also work for some small businesses for local and community
projects, which are common in Irag. See examples in Box 4, Box 5 and Box 15.
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Box 4 Example of engagement mode C: management of public utility (water)

Yerevan Water Supply, Armenia: Management or Lease Contracts

Armenia had been experiencing a deterioration of its water networks since its independence
in 1991. The water supply coverage of Armenia is relatively good, but less than 15% of water con-
nections received a continuous supply. Metering was not very prevalent and nonrevenue wa-
ter levels were high. With user charges limited due to flat tariffs, operation, and management
(O&M) cost recovery was less than 30%. To address these challenges, the government started
its PPP program in 2000 to contract private operators in the management of Armenian water
operations. The first was a PPP management contract in the year 2000 awarded for Yerevan
city (with a population of 1.2 million) Yerevan Water Services Company (YWSC), the city’s public
water utility. The second was in 2006 awarded to Armenia Water Services Company (AWSC) for
29 towns and 160 villages outside Yerevan (with a combined population of 620,000). The third
PPP contract was awarded in 2017 to three smaller water service companies in Lori, Shirak, and
Nor Akung areas; the three had a combined population of 320,000.

Initially, the Public Services Regulatory Commission (PSRC) was established to regulate pub-
lic utilities, and the Yerevan and Armenia water utilities companies (YWSC and AWSC,) were
formed. The Government of Armenia mobilized funding from multilateral agencies (World
Bank and ADB); implemented water sector reforms; expanded, upgraded, and improved in-
frastructure and service delivery. These efforts were critical to engaging private sector partic-
ipation and improving service delivery, even though Armenia did not yet have a PPP policy or
related legislation.

Management contract (2000-2005): Following a 2-year project preparation period, funding
mobilization, and competitive bidding, the Italian utility Acea was selected fromm among the
three bids received. Acea took over O&M of Yerevan's network in June 2000. The contract in-
cluded 93 key performance indicators (KPIs). Four of them were linked to bonuses: (i) meter
installation, (ii) survey of leak detection, (iii) use of electricity, and (iv) water supply continuity.

Lease contract (2006-2016): The lease contract (2006-2016) was revised to facilitate increased
risk transfer to the private sector, including billing and collection risks. The contract gave the
responsibility for investment implementation to the private operator to steer the network roll-
out for greater efficiency. The operator was required to finance a part of the capital expenditure
(capex) but was given flexibility for implementation. The operator was also required to provide
a leasing fee to the State Committee for Water Economy (SCWE). This was used to service debt
repayments. The service area was expanded to cover 30 villages around Yerevan. For better
focus, the number of KPIs was reduced from 93 to 25. Four KPIs were subject to penalties: con-
tinuity, quality, speed of responsiveness to complaints by customers, and compliance with time
limits for implementation of capex. The tariff increased significantly after the start of the con-
tract to US$0.39/m3, up from a prelease tariff of US$0.28/m3. A 10-year program for tariff levels,
with rules for tariff adjustment procedures, was established. Tariff regulation was performed
by the Public Services Regulatory Commission based on submissions by the operator and the
approval of the State Committee on Water Systems.

In 2009, the private operator and SCWE renegotiated the KPIs based on experience from the
early years. The negotiations lowered target hours of supply from the third to seventh year of
the contract, increased target hours for eight to ninth year, and left them the same for the final
year. The lease contract improved both operational and financial results in the performance of
Yerevan Water Services Company. Water services improved sharply; however, nonrevenue wa-
ter levels remained high. The lease contract led to positive operational and financial improve-
ments. Increased tariffs and collection rates led to a sharp increase in revenue. Water services
became fully self-financing by 2011, although nonrevenue water levels remained high. From
2006 to 2015, the operator recorded approximately US$4.1 million in cumulative operational
profit before taxes.

Source: ADB, A governance approach to urban water Public-Private Partnerships, Case Studies and les-
sons from Asia and the Pacific, March 2022
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Box 5 Example of engagement mode C: PPP in renewable energy

Morocco: The Ouarzazate “Noor 1" Concentrated Solar Power Project

The Ouarzazate Concentrated Solar Power (CSP) project, also referred to as “Noor” is a regional
programme financed by the Clean Technology Fund and led by the World Bank and the Afri-
can Development Bank. The Noor Ouarzazate Solar Complex is a 580MW power plant located
10 km north-east of the city of Ouarzazate, Morocco. It is the largest Concentrated Solar Pow-
er plant in the world. Phase 1 of the project involved the construction of a I60MW CSP plant
named Noor |, while Phase 2 involved the construction of the 200MW Noor || CSP plant and the
150MW Noor Il CSP plant. Phase 3 involved the construction of a 70MW photovoltaic (PV) Noor
IV CSP power plant. Phase 1 construction works started in August 2013 and Noor | was officially
commissioned in February 2016. Noor Il and Noor IlIl were commissioned in 2018.

The project’'s Phase 1 key stakeholders included the Government of Morocco and the Moroccan
Agency for Solar Energy (MASEN); International financial institutions (AfDB and WB) and other
donors; and a special-purpose vehicle for the project to structure the PPP. Most of its shares be-
long to the winner(s) of the tender, i.e., private companies/consortium, which is responsible for
the construction and operation of the power plant. A consortium of private developers, which
contributed US$ 190 million of equity capital and expertise for an estimated 14% after-tax rate
of return included ACWA Power International (95% Saudi Arabia), Aries Ingenieria y Sistemas
(Spain) and TSK (Spain)). This structure enables transfer of project implementation and opera-
tional risk from MASEN to the Consortium.

The estimated investment for Phase 1 was US$537m. The overall investment for Phase 2 of the
Noor complex was US$2bn funded through 80% debt and 20% equity. The debt facility was
entirely provided by MASEN with funds secured from the AfDB, the Agence Francaise de Dével-
oppement, the Clean Technology Fund, the European Commission, the European Investment
Bank, Kreditanstalt fur Wiederauflbau and the World Bank.

The project was developed on a Build, Own, Operate and Transfer (BOOT) and is operated and
maintained by a consortium led by NOMAC, a subsidiary of ACWA Power, and MASEN. The proj-

ect enjoys a 25-year PPA with the promoter, which is to sell the electricity to the Office National
de I'Electricité, through another PPA, although at a lower price.

With the successful financial closure of the Phase 1, the project, the first publicly supported
CSP project, has proven that a large-scale infrastructure project could be financed within the
planned budget in an emerging economy. The project remains an example of successful PPP
in the renewable energy sector.

Among the highlights of the project:

Strong public support, via a favorable regulatory and policy framework, a specialized entity
tasked with developing CSP projects and Government's financial support to implement the
ambitious Moroccan Solar Plant.

Significant financial and technical contributions from IFls: early concessional finance, driv-
ing down capital costs by 25-30%, as well as institutional and specialized technical support.

Strong engagement and coordination of donors: early agreements between donors and
MASEN gave a clear indication of project terms and costs, transparency and competition
among private investors resulting in satisfactory rates of return (bids we in line or below
projected levels).

- A carefully designed PPP model, allowing for optimal alignment of risk between public and
private players: the private developer bears construction and operational risk while the Gov-
ernment of Morocco will bear electricity market risk (revenue risk), MASEN acting as both
equity investor and power purchaser (off-taker).

Source: OECD, Public Private Partnerships in the Middle East and North Africa, A Handbook for policy
makers, 2014 EU, Directorate General for International Cooperation and Development, Blending in the
energy sector, Tools, and Methods Series, Reference Document No 19, November 2015
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Engagement mode D Behavioral changes: By aligning company’s strategies, prac-
tices, processes that govern how goods and services are produced and delivered
to markets with sustainable development objectives, upholding an integrated re-
porting framework, and conducting due diligence along supply chains, the pri-
vate sector can better evaluate and address environmental and societal issues.
In addition to contributing to the achievement of SDGs, this will enhance busi-
ness sustainability, enable firms to better manage risks and may reduce costs.
This should be promoted across all sectors and for all firms (regardless of size and
capacity). See examples in Box 6, Box 8 and Box 13.

Box 6 Examples of engagement mode D

Making retail trade more sustainable and environment friendly

Retail stores and supermarkets throughout the USA and other countries substituted plastic
bags for organic biodegradable paper bags. In Samoa, with UNDP’s and New Zealand gov-
ernment’s support, biodegradable bags are manufactured locally and used throughout the
country. The bags feature local artwork. Similarly, in Egypt major supermarket and grocery
store chains Metro and Khair Zaman converted in 2015 to 100% biodegradable bags. Before
the initiative, the stores (around 97 locations in eleven governorates) used approximately 80
million plastic bags per year.

Source: UNDP and the Industrial Modernization Center (IMC), Expanding Horizons in Development: The Rising Role of Egypt’s
Private Sector, Egypt, 2016.

Majid Al Futtaim (UAE)

Majid Al Futtaim have adopted internationally accepted best practice to measure and report
the sustainability activities and therefore benchmark their performance to the comprehensive
2021 GRI Standards (Global Reporting Initiative(https://www.globalreporting.org/standards/).
The retailer is also taking part in the United Nations Global Compact early adopters programme
to support the launch of an enhanced Communication on Progress (CoP).

Al Futtaim’s Green Star Rating system is an example of how firms can work with their value
chain. It encourages tenants to improve their energy efficiency. The Rating system assesses
tenants’ sustainability policies and specific environmental and social aspects relevant to their
fit-outs and operations, including energy and emissions, materials and resources, water effi-
ciency, waste management, innovation, and the design process. Tenants then receive a score
and are allocated a green star rating from one to five. A total of 535 stores have been rated
3-star or above.

Embodied carbon: Al Futtaim operates an assessment tool, which allows to measure, monitor,
and manage these emissions. In line with the Sustainable Building Policy, all new development
projects are required to complete an assessment using Majid Al Futtaim’s Embodied Carbon
Tool during the design stage. In 2021, a study was initiated on Majid Al Futtaim Tower 1 and
Tower 2 (UAE) along with four malls to calculate the embodied carbon emissions savings that
were achieved during the construction stage through the adoption of sustainable building ma-
terials. Majid Al Futtaim Tower 1 and Tower 2, My City Centre Masdar (Abu Dhabi), City Centre Al
Zahia (Sharjah), City Centre Almaza (Egypt) and Mall of Oman achieved combined embodied
carbon savings of 122.8 million kg CO, emmission against a business-as-usual scenario, equiv-
alent to the emissions of one person taking 30,700 round-trip flights from Dubai to New York.

Source: Majid Al Futtaim, ESG report 2021, https:/mwww.majidalfuttaim.com/en/who-we-are/sustainabili-
ty-and-esg/reports
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Engagement mode E Innovations and entrepreneurship: Private sector can play a
key role in introducing new technologies that advance SDGs, such as emission re-
duction and sustainable and efficient utilization of raw materials. The best exam-
ples of this are the rapid technological advancement in electric vehicles, green hy-
drogen, substituting carbon fibers, organic and biodegradable material for metals
and plastics, and waste recycling. This is more suitable for large and medium size
firms but also for innovative entrepreneurs (start-ups and research institutions).
Innovation does not only concern the introduction of new products and/or pro-
duction and distribution systems, but also includes innovative inclusive business
models, green FinTech and entrepreneurial activities, particularly social entre-
preneurship. It includes financing, supporting, and collaborating with academ-
ic and non-academic research institutions and individual innovators on scientific
research that advances the SDGs agenda. Clearly this can be considered a form
of investment and fall under engagement mode B, however the difference lies in
the introduction and advancement of new technology and innovations, while en-
gagement mode B does not have to involve the introduction and advancement of
new technology. See examples in Box 7 and Box 16.

Box 7 Examples of engagement mode E

Saudi Aramco, Kingdom of Saudi Arabia

Saudi Aramco oil company plans to begin permanently storing carbon dioxide from 2026 in
one of the largest facilities of its kind, as the oil giant seeks to reach its goal of net-zero emis-
sions by 2050. The company is looking to capture carbon dioxide emitted by processes that

convert natural gas into hydrogen, among other industrial activities, and permanently store
the pollutant deep underground in a reservoir that previously produced oil and gas.

The first phase of the project near the industrial city of Jubail, on the east coast of Saudi Ara-
bia, will be able to store between 5 million and 9 million tons of carbon dioxide per year, which
is equivalent to the emissions from about 1to 2 million gasoline-powered passenger vehicles
driven over a year. The project is part of Aramco’s larger vision to become a leader in produc-
ing hydrogen, a gas seen as key to the global energy transition since it produces zero emis-
sions when burned.

Source: World's Largest Oil Exporter Has to Go Big on Carbon Storage, Bloomberg US Edition, 11 August
2022

Air-to-Water Pilot/ Example of Majid Al Futtaim shopping mall

Given the importance of water to the retailer’s business activities such as food, beverages,
and fashion, which rely on agriculture and other water intensive processes, significant inno-
vation is required to safeguard water. In 2021, Majid Al Futtaim started exploring hydro-panel
technology and solar power to generate clean drinking water from air. The pilot was launched
at Majid Al Futtaim offices in Dubai, installing 10 hydro-panels, which each produce an aver-
age of four liters of water per day using solar energy and have the capacity to store 40 liters

of water. The air-to-water produced is used for consumption in the Leadership Institute and
any excess water is used to irrigate the terrace garden. The air-to-water integration was ex-
panded across several indoor assets using air-to-water generators. For example, two 1,000 li-
ter-dispensers were placed in the construction areas for workers to receive high quality chilled
water on-site, four 30-liter dispensers were placed in the company’s offices across the UAE,
one 30-liter dispenser in Crate and Barrel, one of the tenants’ shops in the mall, and twelve
100-liter dispensers in metro stations across Dubai. There are plans to expand the use of this
technology across the hotels and operating countries to support company’s Net Positive wa-
ter commitment.

Source: Majid Al Futtaim, ESG report 2021, https:/www.majidalfuttaim.com/en/who-we-are/sustainabili-
ty-and-esg/reports
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Indeed, private sector engagement and contribution must go far beyond the mere fi-
nancing of programmes and projects. Private sector in Iraq is characterized by a small
number of large firms and substantial number of small firms and scarcity of medium
size firms. Therefore, there should be different entry points, incentive structure and lev-
els and modes of engagement defined based on size, capacity, and economic sector.
Large firms are concentrated in oil, coommunication, construction, manufacturing, and
banking, while small firms are distributed across services, particularly transport and
wholes sale and trade. Meanwhile few medium to large firms are emerging in services
related to the oil sector, construction, financial services, and banking. The role of the
private sector, therefore, needs to be defined based on its size, capacity, scope, and the
nature of economic activity versus the relevant Sustainable Development Goals and
targets.

Since goals and targets are inherently interlinked, actions to take for achieving one goal
may be mutually reinforcing or contradictory to other goals. An integrated approach,
through horizontal integration across sectors and value/supply chains and vertical collab-
orations within sectors and value/supply chains, is essential to generate and/or scale up
the synergies and positive externalities as well as mitigate and/or eliminate the tradeoffs
and negative externalities.

For instance, recent Iraqi private sector investments in renewable energy will contribute
to reducing emissions and generate decent jobs, while initiatives in the agriculture sec-
tor and food security will also reduce poverty, eliminate hunger, and promote sustain-
able production and consumption. Some of the pertinent entry points for private sector
in Iraq, based on existing initiatives, can be the SDG 7 on affordable and clean energy,
SDG 8 on decent work and economic growth, and SDG 9 on industry, innovation, and
infrastructure. These SDGs (7, 8 and 9) also cut across or can contribute to many oth-
er SDGs, such as gender equality and women empowerment, no poverty, zero hunger,
responsible consumption and production, and climate change. However, firms and/or
groups of firms will need to participate in selecting the SDG and the level and mode of
engagement that best suits them.

Enhancing private sector’'s engagement and contribution to SDGs will require aligning
private sector goals and priorities, for example maximizing profits and market share and
minimizing costs and risks, with public good, in general, and SDGs' targets and priorities,
in particular. To achieve such a complex goal, relevant policies and regulations need to
be revisited and amended to create enabling environment and incentives for the private
sector to adopt sustainable and environmentally friendly practices and processes and
foster long-term quality investment. Promoting an inclusive business model should be
prioritized (see example of an inclusive business model in Box 10 in the appendix). An
inclusive business model should be commercially viable, scalable, and capable of ex-
panding access to goods, services and income generating opportunities to people living
at the base of the pyramid.

3.3. Private sector SDGs engagement strategy in Iraq: Theory of
Change

The proposed three key pillars of the strategy to enhance private sector engage-
ment in and contributions to SDGs in Iraq are as follow:

The solution pathway provided in Figure 3.3 below (based on the problem tree outlined
in Figure 1.1) along with toolkits below can serve as basis for an action plan to opera-
tionalize the strategy in line with the overall proposed approach and guiding principles.
However, the action plan is best developed in participatory approach that involves gov-
ernment and private sector actors.
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1. Upscaling and aligning support to and creating enabling environ-
ment for private sector with SDGs:

While working with government, private sector and development partners, up-

scale and align to SDGs the efforts to support private sector and create enabling
environment and promote inclusive business models. A first step will be to con-
duct a diagnostic study with an SDGs lens to guide the formulation policies and
programmes.

2. Tailoring approach, engagement level and mode:

Classify firms based on size, capacity, and sector of operation/main activity and
tailor approach, engagement level and mode, and devise concrete initiatives ac-
cordingly. A first step will be to map out private sector firms and enhance under-
standing of their capacities and business models.

3. Communication and raising awareness:

Combine general and group- and firm- specific communication and awareness
raising. Create and support networks for agents of change and foster leading by
example.

The solution pathway provided inFigure 3.3below (based on the problem tree outlined
in Figure 1.1) along with toolkits below can serve as basis for an action plan to opera-
tionalize the strategy in line with the overall proposed approach and guiding principles.
However, the action plan is best developed in participatory approach that involves gov-
ernment andprivate sector actors.

Figure 3.3 Multi-approach solution pathways

Complete MSMEs surveys and undertake similar surveys that target large firms

Undertake diagnostic study to identify challenges and Map out private sector firms and enhance understanding of
deficiencies in the business environment with anSDGs lens their capacities and business models

While working I?evise SQGS Tailor approach, Put forward a General » Se‘ctor, size,AaAnd
with government, oriented private engagement level clear message awareness raising firm- spgmf,c
private sector, sector support and_ mode, and about_rql_eg communication
and development initiatives anq ‘dg\{lseA concrete respon5|blllt|es, and awareness
partners, upscale promote inclusive initiatives based requirements, and raising
and align to business models onsize, sector, and benefits. Create
SDGsthe efforts agents of change
to support private within the private
sector and sector
create enabling
environment

Address Create and
firms'concerns, communicate

Capacity challenges addressed GRESHEmS IMEETHRE

structure

Lack of awareness addressed

Lack of buy in
addressed
\/
Private sector engagement enhanced <
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Theory of change

Following the logic of the problem tree and the solution pathways, the theory of
change for the private sector engagement strategy in Iraq is:

If policies and programmes designed to support private sector and create enabling
environment for its growth are upscaled as well as aligned with and linked to SDCs,
including through sustainable and socially and environmentally responsible business
practices; If private sector awareness is raised and buy-in is secured through effective
communication, advocacy, creating and supporting networks of agents of change
and leading by example; If private sector engagement and partnership initiatives are
tailored to cater to firms’ size, capacity, sector of operation and, hence, interests and
priorities; Then private sector engagement in and contribution to SDGs will be en-
hanced.

4. Proposed private sector engagement toolkits

4.1. Proposed overarching Engagement toolkit 1

To help UNDP, government and development partners effectively enhance
private

sector’'s engagement and contributions to SDGs based on UNDP Private
Sector Engagement Strategy

UNDP as well as a broad range of ministries, governmental agencies, UN
agencies, development partners and private sector associations.

UNDP, Government ministries, private sector, and development partners

Private sector actors (from various size-groups and sectors) can effectively
engage in and contribute to SDGs at the macro, meso and micro levels
through different engagement themes depending on their size, capacity,
resources, sector of operation and interests.

This toolkit is a comprehensive overarching engagement toolkit based on UNDP global
private sector engagement toolkit, tailored and centered around the proposed UNDP Pri-
vate Sector Engagementstrategyandthechallengesiniraq.ltisflexibleenoughtoaddress
general engagement or engagement on specific themes at all levels (macro, meso and
micro) utilizing differentengagement modes (A, B,C,Dand E). The toolkit outlines stepsto
engage different sizes of Iraqgi firms through selecting the appropriate level and engage-
mentmode ofengagement. Allof UNDP'sengagementsand partnershipswiththe Private
Sector, including PSRM partnerships should be guided by UNDP five guiding principles.
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How to use this tool

41.1.

Step 1. Diagnostic, Scoping and Mapping exercise

Conduct a follow up diagnostic study based on the recent UNDP MSMEs surveys
to analyze challenges and bottlenecks that inhibit private sector growth and de-
vise concrete and applicable SDGs oriented policy recommendations and pro-
grammes to support private sector and create an enabling environment for its
growth. It is recommended to conduct additional surveys to expand the geo-
graphical and firm-size coverage to include all private sector landscape in Iraq. It
would be useful also to consider adding questions (in the survey questionnaire)
relevant to businesses engagement with SDGs.

Pre-screen  prospects against UNDP exclusionary criteria for  Pri-
vate Sector partnerships as outlined in UNDP Private Sector Re-
source Mobilization Toolkit (UNDP PSRM), while taking into ac-
count challenges and bottlenecks identified by the diagnostic study.

Devise SDGs oriented action plan to support and create enabling environment for
private sector.

Mapout privatesectorfirmsand classifythemintogroupsbasedonsize (1,2,3and 4),
Figure 04.1, taking into account firms' financial and human resources capacity,
and based on economic sector.

Before reaching out, it is essential to get to know the potential partners: find out
as much information about the firms to be targeted. It is recommended to follow
UNDP Global Toolkit and prepare a “Power Map” for all firms to be targeted to
identify the following:

Entry points. Identify where initial contacts that UNDP may have with the
potential partner, are located in the overall corporate governance structure,
including relevant reporting lines.

Budget holders. Find out where in the company structure relevant budgets
are held and

administrated. This could include budgets for sustainability, social invest-
ment, CSR, and/or partnerships.

Gatekeepers. Make a note of key company personnel who might be import-
ant ‘gate-keepers’ that may be able to facilitate access to higher-level de-
cision makers, including those with the authority to enter into agreements
with organizations such as UNDP and to disburse funds.

Decision-makers. Clarify the names and designations of the most relevant
members of the company’s senior leadership team, including the Direc-
tor/Chief Executive Officer (CEO)/Director and other relevant senior man-
ager, such as the Country Manager, relevant business unit leaders, Senior
Vice-Presidents (SVPs) and Vice-Presidents (VPs), as well as the Chairper-
son and members of the Board of Directors.
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Figure 4.1 Toolkit Action Plan

Meso Level

Conduct a thorough diagnostic studies to identify challenges and bottle necks
that inhibit private sector growth

Map out private sector firms

Classify firms based on sector and size into 4 groups for each sector: 1-large firms,
2-mediume-size firms, 3-small-size firms,4-innovative entrepreneurs, and startups

Meso and micro levels

Develop a dual- Design engagement initiatives that cater
approach to each groupas follows:
communication,
awareness raising
and advocacy
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""""""""""""""""" modes: B, C, D, and E
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modes: B,D, and E

Learn, revisit, and adapt
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4.1.2 Step 2: Design engagement initiatives that cater to each group

Launch a dialogue with private sector and government to identify entry points
based on firms' classification
Define engagement level, scope, and engagement mode for each group of firms
depending on the size (1, 2, 3, and 4), taking into account firms' financial and hu-
man resources capacity, and based on economic sector.

O Tailor UNDP's value proposition to prospective partner and partnership and de-
fine a ‘benefits grid’ articulating UNDP's “asks” and “offers” and prepare a strong
pitch.

For large firms, particularly in the oil sector, telecommunication and construction, en-
gagement should be at the macro, and meso levels and include all engagement modes
of engagement. For instance, large firms are the only firms that can provide financial
contributions (engagement mode A) to finance SDGs' projects and programmes. But
they can also engage in other modes, such as investing in renewable energy (engage-
ment mode B) and investing in innovation for sustainable solutions to advance SDGs
(engagement mode E).

Engage by example through market insights and successful models for driving sustain-
able development. This can serve as a way to initiate activities to engage in SDGs. The ex-
amples of the successful initiatives in other countries (like financial inclusion, improved
sanitation, waste management), what and how other businesses did it, may serve as an
inspiration to start or replicate business initiatives.

Financial contributions (engagement mode A) is suitable for large firms at the meso
and micro levels: Corporate Social responsibility (CSR) is one of the modalities utilized for
UNDP collaboration. It will be useful to start with SWOT analysis in UNDP Private Sector
Resource Mobilization Toolkit Module 2, Tool 2A.

Large private sector firms will need to assess their current business practices and align
or develop new CSR strategies in line with specific SDGs. It should be made clear that the
SDGs alignment should go beyond social investment and stand-alone corporate respon-
sibility projects. In the cases of big companies, strong commitment from the top lead-
ership is required. UNDP should encourage discussion with the top management that
can also include other stakeholders. The discussion will be to showcase good practices
at places that can be linked and further enhanced to contribute to SDGs. UNDP can sup-
port the initiation by private sector companies of at least three CSR projects aligned to
the SDGs. Continue dialogue with big companies on moving away from the stand-alone
CSR to indicator-driven SDG impact management.

UNDP in collaboration with big companies can scope the local areas where businesses
operate in and identify the social, economic, and environmental baselines and existing
and potential impacts of current operations. This will inform a more thorough and tar-
geted engagement, contribution, and mitigation measures. Another area of interven-
tion is to include the SDGs in companies’ risk assessment procedures to anticipate and
preempt the risk through activities linked to SDGs (environmental issues). Finally, big
companies need to develop the indicators for reporting and disclosure mechanisms on
SDGs implementation. The reported quantitative information will feed the national gov-
ernment responsible for country’'s SDGs achievements. It can be useful to utilize the SDG
Corporate Tracker (SDG CT), which is a multi-stakeholder initiative that measures and
reports the contribution of the business sector to the SDGs. It has an online platform that
collects data in a standardized method for the analysis of the contribution of the private
sector.

A good initiative of catalyzing CSR funding was successfully implemented in Egypt. The
Social Responsibility Map in Egypt was launched by the Information and Decision Sup-
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port Center (IDSC) in cooperation with UNDP, with more detailed resources to provide
a list of active development projects by governorate, local unit, village, or sector (health,
education, potable water, sanitation, environment, among others) to help large firms
identify initiatives that align with their CSR programmes and get involved.

For the private sector to play a more active role in achieving the SDGs, firms will need to
move beyond CSR and embrace Corporate Entrepreneurship Responsibility (CER). CER
is the framework to lobby, mobilize and organize the private sector to contribute to de-
velopment through entrepreneurship, corporate activism, and cross-sectorial partner-
ships. Through CER, the private sector can help in nurturing healthy entrepreneurial eco-
systems that will function as the bedrock of the sector’s developmental strategies and
the nexus around which new Public-Private Partnerships would pivot. This will be more
suitable in Irag, as well as in most of developing countries, where CSR is less popular
and beyond most firms’ financial capacity. Because CER is more of an investment rather
than a donation, it can be a bridge between CSR (engagement mode a) and investment
(engagement mode B).

Investment (engagement modes B): In the Iragi context, this engagement mode is more
suitable for large firms at the meso and micro levels but may also work for some medi-
ume-size firms with ambition to grow and join the big players. Where there are invest-
ments involved, action to support the SDGs must be made in the business’ financial best
interest to happen at scale. Businesses are motivated by generating and maximizing
returns for their owners. The business case can be based on regulatory compliance, mar-
ket demand, increased productivity or efficiency, cost savings, mitigation of risk ranging
from reputational risk to price risk, the reduction of future business costs, attraction,
and retention of talent, improving brand image or a combination of these. It varies from
company to company based on factors like location, industry, size, and position within
the value chain. The business case needs to be specific to the sector or the line of busi-
ness, new product, service, business process, or business model proposed. In some cas-
es, the financial value is straightforward (for example, for water use efficiency measures
or workforce health investments). However, in many cases it is difficult to present a clear
guantitative business case in favor of SDGs action. In such cases it is worth looking at
some of the variables that drive cost, like consumer education, physical infrastructure,
regulatory policy, and the incentives these create. Motivating firms to make such invest-
ment can be catalyzed through one or more of the following:

Generate new revenue by creating new opportunities for market differentiation,
lowering cost of production, expansion and growth including through innovat-
ing to access extremely promising markets which do not yet exist or are in their
early days.

Employer attractiveness for improved recruitment and retention.

Increase supply chain resilience by enhancing supply chain sustainability and
operational efficiency.

Generate investors’ interest by increasing attractiveness to a wider range of in-
vestors.

Project Management (Engagement mode C) can be suitable to large and medium size
firms in Irag at the macro, meso and micro levels. This engagement mode will require
working with government to enhance transparency and accountability, review regula-
tion and procedures that govern public procurement, explore Private Public Partner-
ships (PPP), and build trust between the government and the private sector. There will be
a need to enhance anticorruption measures. This is an important entry point for UNDP.

Behavior Change (engagement mode D) at the macro, meso and micro levels: Suitable
for all firms of all sizes and economic sectors. All firms from all groups must be engaged
in this engagement mode to make their business practices and processes more sus-
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tainable and aligned with SDGs. This will require effective communication and raising
awareness at all levels. Firms should be guided and encouraged to have a systematic and
sound methodological approach to behavior change as follows:

Integrate sustainability into business practices and supply chain: the way busi-
nesses manufacture their products, sort their supplies and inputs, and deliver
their services is key to the impact they have on the environment and in society.
Considering alternative sources for the raw materials is one example to adapt sus-
tainable practices.

Integrate gender equality through women and youth empowerment: two import-
ant questions are how the firm is hiring people and whom it is hiring.
Committoactionsthat make a difference. Itis best to start by identifying inefficien-
cies in the firm’'s business model. The following questions need to be answered:
How can business be more efficient? How can it produce or deliver products and
services in a greener, more responsible way? Can the business collaborate with
other businesses? This way, it is very possible that profits will be boosted by cut-
ting costs while reducing any negative environmental impact.

Design products and services in a different way. It is good to think about the after-
life of firm’s products and how to recapture and include them in the production
line again. This will inevitably reduce production costs and can be considered an
investment: The questions to consider: Are there any products that can be deliv-
ered as services? What type of waste or impact are the products creating? Is there
a way to reduce this?

Collaborate with others locally and globally. Businesses can come together and
start working towards common objectives. Joining local Chambers of Commerce
and participation in entrepreneurship conferences and networking with new play-
ersin the system can help find areas of convergence and create collaborations. Try
to find opportunities in the ways businesses and other actors are producing and/
or collaborating.

Measure, report and share the firm’'s impact through examples of good practic-
es and lessons learnt with other actors in the system. It is crucial that businesses
spread the word with other businesses and help shift consumer preferences to-
wards more responsible products and services.

An incentives system can be developed to acknowledge and award private com-
panies’ sustainability and inclusiveness practices and SDG practices as well as to
encourage to beinvolved in SDG practices. (For example, Rwanga NGO in KRI holds
Rwanga Annual Award that includes entrepreneurship nomination among others
) UNDP’s Gender Equality Seal, Social and Environmental Standards can also be
included.

Box 8 Example of responsible procurement under engagement mode D

the market. In another example, the
Majid Al Futtaim'’s supermarkets in

tion supports farmers with insights
on supply and demand to manage

Responsible procurement (Majid Al
Futtaim, UAE)

Sourcing sustainably and local-

ly sourced products benefits the
business by minimizing transport
related emissions and supply chain
disruptions as well as supporting
local economic development in
the communities. In 2021, Majid Al
Futtaim - Retail in the UAE signed
a memorandum of understanding
with UAE Ministry of Climate Change
and Environment to support local
farmers in the UAE. The collabora-
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and grow the right crops to reduce
unnecessary impacts on the land
and environment. In 2021, produce
from farmers in Dubai and Abu
Dhabi provided 20% of the total fruit
and vegetables for Majid Al Futtaim
supermarkets in the UAE. Currently
alternative purchasing methods are
explored to expand the procurement
from local farmers. Majid Al Futtaim
— Retail also works closely with local
farmers to help grow their business
and ensure they adapt to trends in

Kenyacollaborated with Kenya Ex-
port Promotion and Branding Agen-
cy (KEPROBA) to amplify the support
for local suppliers via the Made in
Kenya brand mark. Products from
local suppliers were promoted to the
customers through discounted pric-
es, in-store communication, social
media platforms and the Carrefour
app. 17 local suppliers were support-
ed through this partnership offering
over 40 products.




Innovations and entrepreneurship (engagement mode E) at the meso and micro levels:
In Iraqg, this engagement mode is more suitable for large and medium-size firms as well
as for entrepreneurs and startups. Firms' innovations will accelerate progress towards
SDGs. The most common form of innovations is the new more environmentally friendly
products or systems of production. However, innovations can be in promoting and sup-
porting social entrepreneurship which will contribute to SDGs, enhance private sector
engagement, and foster innovations. Social entrepreneurship, like any other profit seek-
ing business aims to tackle a market failure, except that in the case of a social enterprise,
the definition of market failure extends from that of pricing or quality to that of market
externality, access, and equity as well.

Box 9 Examples of innovations and social entrepreneurship under engagement mode
E: Social entrepreneurship in UK, Jordan, and Egypt

UK

The world's largest vertical farm was-
built to help end the UK's reliance on
imported foods. It is a 13,500 square
meter facility in Lincolnshire, UK,
which uses only green energy and
requires 95% less water than tradi-
tional farming.

Jordan

The United Nations World Food
Programme (WFP) launched its
Innovation Accelerator in 2016 to
identify, support, and scale up new
approaches to solving world hunger.
One pilot, called Building Blocks,
uses blockchain technology to offer
Syrian refugees residing in the Azraq
camp in Jordan a more secure and
efficient way to receive electronic
cash transfers.

Egypt
According to a Brookings Institution
report, Egypt is home to the largest

number of social entrepreneurs in
the Middle East. Predominantly, two
types of social enterprises exist in
Egypt:(a) those that tackle a social
challenge of access; whether access
to electricity, health and services
typically known to be provided by
the government (in a welfare state);
and (b) those that tackle an issue of
agency or limited bargaining power
of individuals at the BOP. A good
example of a social entrepreneurship
enterprise that has managed to scale
and succeed is KarmSolar, a private
company that started by developing
off-grid solar energy solutions for
marginalized communities. Anoth-
er company, Tatweer managed to
tackle the issue of limited bargaining
power for both businesses and indi-
viduals at the base of the pyramid. It
utilized typically underutilized trade
channels by establishing a network
of kiosks and generating revenue
through advertising space. The

company improves the kiosk-owner
autonomy and bargaining power by
improving relations with companies
and the government and providing

better financial management.

Source (Example 1): NESTE, The 7
sustainable innovations to watch,
https://journeytozerostories.
neste.com/sustainable-innova-
tions?gclid=CjwKCAjw4cZBhAEEi-
WAZ105RedglLewfEVC4SrhWYHWYy-
IIfYRIqqSuI8TY0iGLgL83gIXhf\Ws-
rutTBoCPggQAVD_BwE#2eal3554
Source (Example 2): WFP, Report
“Food-restricted voucher or unre-
stricted cash? How to best support
Syrian refugees in Jordan and Leba-
non? “ 2017

Source (Examples 3 & 4): UNDPand
the Industrial Modernization Center
(IMC), Expanding Horizons in Devel-
opment: The Rising Role of Egypt's
Private Sector, Egypt, 2016.

Innovations can be made by utilizing innovative and new work arrangements. Firms can
contribute to SDGs through adopting new work arrangements that will facilitate and en-
hance employment of vulnerable and marginalized groups (e.g., women in rural areas).

New work arrangements include remote work and flexible work hours.

Box 10 Example of investing in innovative work arrangements in Egypt (under engage-

ment modes B and E)

NatureTex, a subsidiary of SEKEM
Holding, is a high-quality producer
of colorful baby and children’s wear,
dolls, toys, home textiles, and fabrics
made from organic Egyptian cotton.
The factory competes successfully in
the international market for organi-
cally produced textiles through the
production of high-quality products.
The factory typically employs a large
number of women but features a
high turnover rate among these
young women. This, in turn, has in-
curred extra costs for the factory in
terms of training and recruitment.
Management conducted an inves-
tigation to identify the factors that
lead young women to leave their
jobs, and to find ways of increasing
profits. The results of the participato-

ry analysis showed that young wom-
en join the factory, are well trained
to provide high quality work until
they are about to get married. Once
married, women leave their jobs. This
also resulted in not having enough
women in leadership positions, as
women did not stay long enough to
gain the necessary experience to be
promoted.

NatureTex collaborated with their
former employees to achieve a
work-life balance while capitalizing
on the skills they gained on the job.
This was done through outsourcing
production to external workshops.
There are two different kinds and
sizes of workshops: the doll making
workshops where raw materials

and equipment are sent for wom-

en to make dolls and send back to
the factory; and bigger workshops

to which raw materials are sent to
produce garments. The doll making
workshops were women-only work-
shops, while the garment making
ones were more formal and mainly
businesses that took orders from Na-
tureTex. Family-owned workshops al-
lowed women to bring their children
with them and get lunch breaks to
go home and prepare lunch for their
families.

Source: UNDP and the Industrial
Modernization Center (IMC), Expand-
ing Horizons in Development: The
Rising Role of Egypt's Private Sector,
Egypt, 2016.
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4.1.3 Step 3: Develop Cozordination Mechanisms

Effective coordination is essential for enhancing as well as sustaining private sector en-
gagement and it is an integral component of the toolkit. The Ministry of Planning has
formed a unit responsible for SDG implementation collaborating closely with counter-
parts in other government bodies on the implementation of relevant SDGs. To comple-
ment the work of ministries on SDGs, an independent unit can be established to work
on private sector engagement for SDGCs.

UNDP can collaborate closely with the SDGs unit at the Ministry of Planning as well as
private sector actors. Another option is to establish a joint unit or committee that in-
cludes the Ministry of Planning and UNDP as well as, possibly other key partners or actors
from the private sector (e.g., Chamber of Commerce). In Irag not all firms are active in
the Chamber of Commerce. Additionally, there are separate Chambers of Commerce in
every region. However, the Chambers of Commerce may be useful in facilitating the en-
gagement with medium and small firms. UNDP may also establish a unit (at the UNDP
country office) to take charge of coordinating private sector engagement for SDGs and
support and collaborate with the Ministry of Planning coordination unit.

Inter-ministerial coordination can provide greater agility and responsiveness and con-
tribute to the coherent work on SDGs. Building on the coordination unit at the Ministry
of Planning, a joint committee or an advisory board can be formed to include other rele-
vant ministries, private sector actors, including private sector associations, and UNDP to
identify clear roles and responsibilities and advise on modes and initiatives of engage-
ments. The joint committee/advisory board may help investigate business opportunities
and marketable products for companies. It can facilitate partnership with private sector
companies on the collection and analysis of data to support the implementation of SDGs
through systematic private sector surveys.

The concept of SDG engagement unit can also be utilized at the local level because
developing a cross-sectional cooperative structure within local governments is import-
ant to generate greater outcomes. One-stop service center within smaller municipali-
ties can be set up. The service centers can conduct promotional activities to raise local
firms’ awareness of the SDGs. Cross-sectional coordination will allow for more integrat-
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ed solutions to the SDGs. One-stop service centers can function as coordination hubs
that actively gather information on the local issues as well as viable solutions that local
businesses may be able to offer. This way local partnerships can be formed to solve the
problems.

4.1.4 Step 4: Develop communication, awareness raising and advocacy programme

Awareness raising and communication strategy should be an integral component of any
engagement programme. It should include a general component for all firms in all sec-
tors and a component that is sector and group specific. The key activities of this strategy
may be as follows.

Develop a communication strategy that combines general awareness raising with tar-
geted communication and key messages to cater to different size-groups, sectors, and
firms' interests. Go beyond raising awareness and communication to initiate and sustain
dialogue and promote participation.

Engage by example through market insights and successful models. Choose pertinent
examples of success that resonate with the targeted firm or group of firms. Example
should have clear steps and actions taken, tangible results achieved and concrete and
measurable outcomes and benefits for the company, community, and society/country as
a whole. The best examples are the ones that can be replicated, scaled up and tailored
to fit the targeted firms.

Establish a network of agents of change within the private sector. This will enhance the
scope and suitability of engagement.

It is essential to make the information available on the actual possibilities to involve in
SDGs. Once companies are aware of the possibilities, they may have the incentives to
act and know what they would like to try or implement. The businesses will base the
decisions depending on their capabilities, necessary financial resources, relationships,
and networks and time required to execute, measure results, and continuously improve.
The engagement in SDGs can be very narrow-focused, and businesses can map specific
goal/goals to tackle and concentrate on depending on their vision, business model, stra-
tegic priorities, what resources, skills, finances, and networks can be deployed to have
the greatest impact on society.

It is important that private businesses perceive sustainable development challenges as
sources of business risk and opportunity and are prepared to engage in new practices. If
thisis not the case, the business cannot be expected to change the way they do business
or allocate commercial or social investment or engage in public advocacy and policy
dialogue. SDG awareness may start at the highest level but eventually the innovative
approaches should be embedded into all business practices. Policy dialogue through
multi-stakeholder consultation should continue to encourage improvements in corpo-
rate practices or adoption of standards. These can take the form of bilateral consulta-
tions, multilateral networks, cross-sector round tables, specialized hubs.

Transparent and easily accessible information sharing can be the valuable tool to in-
form the private sector on existing opportunities, new methods, innovative approach-
es, funding to address the SDG engagement: multi-stakeholder networks, conferences/
seminars/workshops, funding opportunities to support SDGs.

Effective communication will depend on the ability to create messages that resonate
with private sector firms. General messages can focus on raising awareness and high-
lighting general information such as: what are the SDGs; why are they important; where
does Iraqg stand vs. other countries; examples of successful Iragi private sector engage-
ment in Irag and other countries; as well as key elements of UNDP's strategy to engage
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private sector in SDGs. The brochure developed as a part of this strategy and the toolkit
can serve as good materials for this purpose. It provides examples from the region, and
it can be tailored to focus particular modes of engagement by using examples from this
document. However, sector, size, and firm specific messages will need to focus on more
specific issues that are pertinent to the firm, the size-group, the market and/or the sec-
tor.

The creation of the digital platform in the form of mobile applications may help share
useful information on SDG related activities and good practices. The aim is to stimulate
the replication of good practices, registering and disseminating initiatives related to the
SDGs from various sectors and from big companies to SMEs.

The dialogue with the big Iragi companies that are mostly in oil or construction indus-
tries can start with the deeper mapping exercise which may take a form of online ques-
tionnaires and in-depth interviews for case studies, drawing a comprehensive analysis
on the current understanding and activities of sustainable development in selected big
companies, including foreign-owned companies operating in Iraq across different in-
dustries. The mapping will create a baseline of current objectives, strategies, and prac-
tices of enterprises in Irag and will help to create a better targeted approach to raise
awareness, provide incentives, and establish partnerships for the SDGs. If they have not
done so as a part of their corporate responsibilities, the big companies will need to iden-
tify the SDGs that are most relevant to their activities, priorities, or impacts. Different
SDG may be relevant depending on the certain stages of production etc. (relevant for oil
companies). The engagement with the stakeholders is a crucial component for the big
companies. The multi-stakeholder engagement with national and regional (local) gov-
ernment, with the local actors (e.g., suppliers and contractors), investors (e.g., banks and
insurance companies), development partners will be beneficial to identify overlapping
development priorities in the specific region/geographical area and how the businesses
can link those priorities to SDGs and contribute through partnerships. This can be done
through developing an understanding of the role and concrete steps or initiatives that
the company is ready to take.
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Box 11 Raising awareness and advocacy: Examples of key messages for private sector

Most quoted incentives for engaging
the private sector firms interviewed
in Irag can be summarized below:

1. Potential for business growth,
through building new partnerships,
securing new contracts and markets
and moving from local scale to na-
tional, from national to regional and
onto global scale. The companies
can contribute to meeting the SDGs
in a way that drives financial perfor-
mance in the markets they operate
in. (Examples of beverage companies
contributing to improved access

to watersheds in in the water-con-
strained areas).

2. Addressing risks. SDGs on their
own define potential risk areas that
already exist or represent the chal-
lenges to businesses and society.
Addressing those risks will prevent

impact on businesses and commu-
nities.

3. Potential to attract capital. Linking
the business operations to SDGs
may attract new investment flows
that are directed towards climate-fo-
cused finance, innovative financial
products, renewable energy finance
etc.

The UN Global Compact (2015) sug-
gests the following benefits to the
companies to look at:

- Rigorously measure and assess the
company’s impacts on poverty.

- Continuously improve the compa-
ny's business model and value chain
management.

. Manage risk by:ldentify-
ing blind spots and high-risk areas
based on international principles
and standards of responsible busi-

Assessing stability of supply.
Assessing ‘license to operate’ risks.

- Enhance learning and development
that enables key staff to better man-
age and forecast poverty impacts,
improve value chain performance,
and manage community relations.

- Build trust and improve relation-
ships with stakeholders.

- Improve market knowledge by un-
derstanding the characteristics and
key success factors related to exist-
ing and future markets.

- Enhance competitive advantage by:
Differentiating themselves from
industry peers.

Gaining deep knowledge of how

to access consumers, labour, and
suppliers through shared value strat-
egies.

the risks to grow and have negative ness behavior.

41,5 Step 5: Create and facilitate partnerships

Create and effectively maintain a wide network of partnerships that includes private
sector actors, government agencies, UN agencies, civil society, grassroot and commu-
nity-level organizations, private sector associations, and development partners. Utilize
the network effectively for policy development at the macro level as well as developing
initiatives at the meso and micro levels.

Partnerships can also be a good incentive to engage on SDGs. Partnerships with other
companies and relevant sectors can allow several parties like businesses, governments,
donors, civil society organizations, and others to share information, pool assets and re-
sources, access new sources of innovation, create economies of scale, and enhance the
legitimacy of their own individual activities. The partnerships may be project-based al-
liances of two or more organizations that come together in a formal agreement to ac-
complish a certain objective within a certain timeframe to multi-stakeholder platforms
designed to facilitate the kind of coordination and collaboration needed to address com-
plex challenges over the long term. Link the network of partners with the network of
agents of change.

The partnership strategy will need to be expanded to include South-South and trian-
gular cooperation and leverage the South-South Global Thinkers Initiative to maximize
local stakeholders’ benefits from knowledge sharing. This will stimulate innovations, ex-
pand the horizon of cooperation, and capture regional and global experiences and inno-
vations.

4.1.6 Step 6: Develop mechanisms for monitoring, measuring, and documenting lessons
learnt

Develop effective mechanisms for monitoring and measuring impact and documenting
lessons learnt. This is crucial for learning and adapting, as well as identifying opportuni-
ties for scaling up and replicating initiatives as well as a tool for showcasing successes,
promoting new engagements, and attracting social investments. Integrate key stake-
holders in M&E process. Involvement of the private sector in developing M&E plan will
promote collaboration and ownership of the plan. The private sector can provide valuable
data in relation to certain indicators and help documenting success stories. This will also
serve as a marketing tool for the private sector and will encourage further engagement.
The scope of monitoring and evaluation frameworks for PSRM partner-
ships should include the following types of indicators and elements:
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Volume of resources raised, in comparison to organizational investments
Outputs

Outcomes (i.e., impacts, ultimate results)

Satisfaction of Private Sector partners

Visibility and communications outputs/outcomes

Lessons learned

Co-benefits (for example, opportunities created to collaborate with other compa-
nies in the country context, or other companies in the industry sector, or to scale-
up collaboration to an industry-level)

417 Step 7: Report, share and disseminate

It is important to widely disseminate monitoring and evaluation reports and document-
ed lesson learnt. Integrate reporting and sharing with M&E, communication and aware-
ness raising and partnership development activities.

4.1.8 Step 8: Learn, revisit, and adapt

The toolkit is flexible, and this flexibility should be utilized to the extent possible in learn-
ing and adapting new approaches, engagement modes and engagement levels based
on feedback. Hence, the process of learning and adapting should also be integrated with
the M&E process and should guide scaling up or down of initiatives.
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Box 12 Action plan for firms: Six actions that companies should take now

1. Identify and commit

A critical step for companies is to identify how the goals directly and indirectly relate to their business. Companies

should take a strategic approach and align their corporate priorities with the relevant SDGs to better engage with

customers, employees, and stakeholders to make a positive impact. Companies should consider:
Identifying the SDGs that have the biggest impact in terms of risk and opportunity over the long term and where
the company has the biggest ability to contribute to the progress toward the goals.
Determining the levers available to scale impact through changes to business models, procurement strategies,
products, and services.
Publicly commmitting to the SDGs to tackle relevant goals.

2 Develop targets and KPIs

The 17 SDGs are accompanied by 169 specific, global, and universally applicable targets. As companies identify their

priority SDGs and begin to consider their strategy, they should set their own clear targets and key performance indi-

cators (KPIs) to monitor and commmunicate progress. Companies should consider:
Establishing targets and KPIs that are closely aligned with the relevant SDC.
Aligning any existing targets and monitoring and measurement methods with these new targets and KPls.

3. Align sustainability and corporate strategy toward targets

By working through the process of identifying the most relevant SDGs and setting targets and KPlIs, it is important for

companies to reassess how well existing practices are aligned with the issues and targets. Companies should consid-

er identifying areas where:
Business models can be adjusted
Products or services are developed
Supply chains are transformed
Innovation and R&D are refocused
Sustainability strategies are realigned to achieve both corporate goals and the SDGs

4. Create business opportunities

The SDGs provide a framework for generating revenue, providing business growth opportunities, and fostering inno-

vation in products and services. By identifying new business models, products or services that drive progress toward

the goals, it is likely that more resilient and prosperous communities will emerge, markets will expand, and new ones
emerge, and consumer bases will grow. Companies should consider:

. Identifying underserved geographies and segments of society, which could benefit from innovative products
and services developed in a sustainable way.

Investing in education, capacity building and work opportunities to stimulate the economy through increasing
the local economic power while preserving the environment.

Reducing the link between economic growth and intense use of natural resources and materials through energy
and water efficiency, lower carbon, and circular economy ideas.

5. Collaborate

It is unlikely a single company can solve any of these problems on their own, and collaboration is vital, both within

sectors and across different industries. Collaboration will likely be the main enabler for successfully addressing the

SDGs and scaling up efforts. Companies should consider:

. Identifying collaboration opportunities with peers, customers, suppliers, academia, and nonprofit organizations,
as well as across industries, to achieve mutually beneficial solutions, leverage networks, achieve scale and share
responsibility.

Partnering with governments, cities, and civil society to deploy the financial, technological, and human resources
of business to promote development, stability, and trade.

Create sustainable supply chains by improving the dialogue with suppliers, which would also have a positive
impact on SMEs competitiveness and market position.

6. Measure, assess, report, and communicate

Businesses will also likely be held accountable for the impact of their activities and progress in addressing goals

linked to the SDGs. Integrating the SDGs in the core business and reporting cycle can help companies to focus on

creating visible shared value. Companies should consider:
Aligning existing reporting and commmunication with the SDGs to both discuss performance in the context of the
expectations set by the SDGs, and align disclosures with the language of the SDGs to establish a common dia-
logue among stakeholders
Developing systems to integrate the management of SDG issues into everyday business decision-making

4.2. Engaging private sector at the level of planning and policy for-
mulation (macro level) Toolkit 28

This is a macro level toolkit that is designed for engaging the private sector in the na-
tional planning and policy formulation processes, focusing on two groups of private sec-
tor enterprises: private enterprises and private financiers. The toolkit can be adopted to
engage private sector at the macro (policy and planning) level for any national policies
and/or plans, such as a COVID-19 recovery plan, industrial policies, national development
strategies and local development plans.

8 Adapted from International Institute for Sustainable Development (IISD), Toolkit for Engaging the
Private Sector in National Adaptation Plans (NAPs), May 2020
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To help governments develop strategies for the effective engagement of pri-
vate

sector actors in the national level policy process

UNDP, broad range of ministries and agencies, including those responsible
for finance and development planning, as well as for sectors such

as agriculture, fisheries, water, and health that participate in engaging the
private sector in national planning efforts. Some approaches can be used by
subnational governments.

Government ministries, private sector, UNDP, and development partners

Private sector actors can function as stakeholders in the

planning, implementation, monitoring, and evaluation phases of the national
level policy process

How to use this tool

This tool identifies two groups of private sectors: private enterprises and private finan-
ciers. Private enterprises are commercial firms that will provide the products and ser-
vices to engage in policy formulation and planning and support policy priorities and
potentially invest in enhancing their operations and supply chains. Private financiers
provide direct financing to private enterprises for the activities contributing to the poli-
cy implementations and can support government interventions through Public—Private
Partnerships (PPP). The tool is useful at the macro level and can accommodate different
engagement modes and cater more to large and medium size firms.

The government can benefit from private sector engagement, through building
wider network for development, utilize private sector hands-on experience in proj-
ect management and knowledge of the market as well as enhance ownership.

The private sector can be the source of policy-related investments (for example,
funding of adaptation programs or PPP through micro-loans, corporate loans,
corporate bonds, project finance, venture capital).

The private sector can be the implementing partner (through increasing their op-
erations and supply chains’ resilience; provision of new services or products that
help to support the policy).

The private sector can already be engaged in policy-oriented activities as part of
the Corporate Social Responsibility (CSR) or sustainability efforts.

The private sector can benefit from the engagement through enhancing its re-
lationship with the government, implementing related procurement contracts,
incentive packages, expanding partnerships and networking.

Through engagement in supporting the management of climate risks, the private
sector can manage and reduce its own risks and associated costs. The investment
in climate-resilient infrastructure or integration of SDGs into business plans are
some of the examples. While this kind of investment can be difficult for MSMEs,
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the awareness activities targeting MSMEs of the benefits of engagement should
not be ignored.

Private businesses may mitigate some of the risks and challenges they face as well
as leverage new business opportunities for new services or products’' investments
that will contribute to SDGs.

The private sector through engagement may strengthen reputation and brand
value.

The private sector will expand its network and create a new partnership though
engagement which will contribute to its growth and market share expansion.

Engagement will enhance private sector compliance with investors preferences,
laws, regulations, and hence can reduce the size of the informal sector.

Insurance companies are increasingly encouraging clients to demonstrate how
they are adapting to climate change to avoid any potential losses and mitigate
climate-related risks along the supply chain.

4.2.1 Laying the groundwork and addressing the gaps

Know the context

To develop the private sector engagement strategy, the government or organiza-
tion needs to know and analyze the current context. Three areas of context analysis
include the subject matter context, private sector context and policy context. The
context analysis will allow the government or organization to make a judgement
on viability of the potential engagement and the extent of such engagement. The
subject matter context involves information available on the subject matter, im-
pact, existing activities (if any), and any gaps in information. Private sector context
will include private sector actors in the mapping exercise to identify the groups of
private sectors (enterprises and financiers) operating in the priority sectors, what
has already been done and make a business case for engagement. Special atten-
tion during the mapping exercise should be paid to MSMEs and women-led busi-
nesses. While MSMEs are mostly in the informal sector and it will be challenging to
engage them, the attempt needs to be made through the business associations.
Another option is to work directly with those informal businesses and encourage/
facilitate their formalization. Policy context requires analysis of current institution-
al arrangements related to the subject matter and how to align the strategy of
engaging private sector with the national and sectoral development priorities,
policies, and plans. In the Iragi context, where the level of trust and cooperation
between the government and the private sector is extremely low, UNDP has a key
role to play in facilitation and coordination. UNDP can also support the mapping
exercise to identify private sector firms and financiers as well as wider partners.

Establish a network of agents of change and a wider network of contacts and com-
munication mechanisms

Based on the context analysis, there is a need to carefully build the relationship
with the private stakeholders. Identify champions and build a network of agents
of change. At the early stages communication should be centered around the in-
formation about the purpose, objectives, and the business case on engaging and
investing in policy. For effective communication it is important to set clear and
measurable communication objectives, develop key messages and best channels
to reach various levels of stakeholders (the approaches will be different for big

PRIVATE SECTOR ENGAGEMENT IN SDGS: TOOLS AND APPROACH




players and MSMEs). The language of communication strategy should be clear,
without complex terminology and relevant to a specific sector. It is also necessary
to identify the needs and capacity of key stakeholders before developing a value
proposition for investing in policy.

Create enabling environment

Once communication is established, the main challenge is to create the enabling
environment to encourage and facilitate engagement. This requires commitment
from the government or the leading organization.

Information sharing: the private sector needs to be aware of the current develop-
ments in the subject matter at the national level, best practices on the SDGs, for
example, in the country or the region, previous projects or programs and lessons
learnt. Information sharing should be strategic and presented as an opportunity
for the private sector.

Financing: The government can use financial incentives to motivate investment.
For example, if it is related to climate change adaptation, government can provide
access to public procurement contracts related to climate change, risk guaran-
tees, simplified access to loans related to climate change adaption investment,
seed funding for new services or products that support adaptation, de-risking
large scale investments.

Institutional arrangements: specific ministries, like planning, finance or other line
ministries should make institutional arrangements that will facilitate and sup-
port private investment in the specific area. The communication and regulatory
framework should be conducive to business engagement (example, fast-tracking
permits for adaptation-focused projects).

Capacity-building: the private sector may not understand all information related
to certain policies. The capacity-building of the private sector can help to under-
stand data and risk management, ways to integrate policies into SOPs as well as
the ways to integrate national policies into investment portfolio (for financiers)
etc. The assistance can be sourced from international development organizations
or private service providers specializing in customized coaching.

4.2.2 Preparation

This step involves the planning process (design, financing, activities, and imple-
mentation). The dialogue mechanism and modes of engagement of the private
sector in planning exercises should be established.

Assess vulnerabilities and identify options. The private sector can be engaged to
generate sector-related information. Assessment of vulnerabilities should take
into account the private sector perspective because private sector may possess
the first-hand information on possible impact of vulnerabilities for their business
and make decisions accordingly. The discussion on viable solutions should include
the private sector as it can pinpoint the potential areas of collaborations, like for
example PPP. This can be done with the support of UNDP.

Review and appraise options. This exercise involves selecting priority policy ac-
tions as well as their expected costs, effectiveness, and efficiency. Involvement of
private sector in this step can be done through formal dialogue with all parties
to understand the costs, technical feasibility, co-benefits, probable effectiveness,
and how realistic and achievable the proposed actions are.
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Communicate the action plan to private sector. Apart from reaching the private
sector to raise awareness and make business cases, private sector actors can also
be involved in promoting certain policies. It will be a good marketing strategy for
private sector who are actively engaged and work to share stories of success and
failure to promote crowding in from other industry players.

4.2.3. Implementation

This step includes the development of implementation strategies, like long-term
national strategy, capacity building for plan implementation, coordination of im-
plementation process.

Supporting implementation. Government can engage the private sector at this
stage to support the implementation of programs and build the business case
why engaging and investing will have short- and long-term benefits. Government
can support the engagement by providing access to and training on specific tools,
organizing discussions to share experiences and disseminating knowledge prod-
ucts. Government can also identify the needs in implementation-related services
or goods and share with the private sector for investment considerations. Private
finance institutions can support the government’s implementation of infrastruc-
ture climate adaptation or renewable energy projects through PPP. Government
may encourage private sector investment by sharing the pilot projects (if any) or
existing projects in the region so the private sector will consider replicating them.

Monitor and adjust the enabling environment. The activities may involve the dis-
semination of current trends and updated information available in the country
to keep the private sector informed. Special attention should be paid to business
associations and Chambers of commerce to ensure that MSMEs are aware of the
related and up-to-date information, partnership opportunities, capacity building
and networking events that may benefit and encourage MSMEs to get involved,
while utilizing the appropriate mode of engagement that cater to them (for in-
stance engagement mode E).

4.2.4. Reporting, monitoring and review

Integrate key stakeholders in M&E process. Involvement of the private sector in
developing M&E plan will promote collaboration and ownership of the plan. The
private sector can provide valuable data in relation to certain indicators, can sup-
port data collection efforts by sharing or selling their data, reporting on their sec-
toral outcomes, and disclosing risks in their supply chains.

Review and assess the ongoing private sector engagement. It is important to
know if the private sector has been engaged in any activities related to SDGs and
in what way, which private sector actors opted out and which have been engaged.
The information will help to identify the representation of engaged sectors (size,
sector, women-led etc.). It is useful to know which engagement methods have
been the most effective and if the engagement had an impact in reducing local
or national issues.

Share the M&E results, update the policy implementation activities based on pri-
vate sector inputs and promote engagement.
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6. APPENDICES

Box 13 An example of inclusive business model: Creative Egypt

Creative Egypt is the first registered
trademark for Egyptian handicraft
products. It is an integrated hub
established to preserve the tradition-
al Egyptian lifestyle by innovatively
integrating Egyptian ethnic designs
into modern products. Creative
Egypt promotes these designs
through a shopping and entertain-
ment atmosphere that transfers
cultural knowledge. Ultimately, the
flagship shop, located in Cairo, aims
to promote both Egyptian heritage
and sustainable development by
sourcing high quality handicrafts
from Egyptian artisans throughout
Egypt and facilitating market access
to their products, which present a
fusion of traditional motifs with con-
temporary lifestyles.

The hub combines around 8,500

handicraft products representing a
group of leading Egyptian designers
and entrepreneurs from 45 creative
clusters and governorates: providing
income for more than 16,700 ben-
eficiaries, 15,000 Egyptian artisans
and 115 displaying participants. The
hub envisions further supporting
the Egyptian handicraft sector to
facilitate access to domestic and
international markets. Creative Egypt
displays a wide variety of products
ranging from handmade carpets
and textiles (such as Akhmim and
Tally textiles) to mouth-blown recy-
cled glass products.

The model is inclusive in the sense
that it involves (often) marginalized
artisans as producers. Creative Egypt
helps

Box 14 Example: Y-SDGs certification system in Japan

The City of Yokohama has estab-
lished the Yokohama City SDGs Cer-
tification System (Y-SDGs) to support
small and medium-sized enterprises
and organizations that promote
SDGs, with the goal that compa-
nies and organizations will shift

to sustainable management and
operations, expand new customers
and business partners, and that
investors and financial institutions
will utilize the Y-SDG certifications
for investment and loan decisions
such as Environmental, Social, and
Governance (ESG) assessment and
investment. This certification system
was designed by Sumitomo Mitsui
Banking Corporation (SMBC), one of
Japan’s three largest banks; Sumito-
mo Mitsui Financial Group's Japan
Research Institute; and Yokohama
SDGs Design Center.

Y-SDGs are certifications available for
businesses (companies, various or-
ganizations, NPO corporations, civic
activity groups) who are willing to
contribute to the achievement of the
SDGs. Evaluations are conducted in
four fields: Environment, Social, Gov-
ernance and Local, across 30 criteria.
Certification is then made in 3 cate-
gories (Supreme, Superior, Standard)
according to the status of efforts in
each evaluation criterion. Certifica-

tion authority lasts 2 years, and ap-
plications are accepted about once
every three months. The evaluation
is performed by Yokohama SDGCs De-
sign Center and certification issued
by the Mayor of Yokohama.

SMBC has provided a loan to Ya-
mashin-Filter, a company in Yokoha-
ma that is aiming for Y-SDGs certifi-
cation. This is the first loan utilizing
“Y-SDGs,” and the first case in a
government-designated city where
a certification system for SDGs cre-
ated by the local government was
weighed by financial institutions for
an investment decision. It is expect-
ed that Y-SDGs will be considered as
an important part of more compa-
nies' non-financial data in the future.

In addition to being able to utilize
the acquisition of certification as
non-financial data, certified com-
panies have the benefit of being
able to post the certification mark
on owned media for marketing pur-
poses. In addition, from April 2027,
Y-SDGs certified companies will

be eligible for additional points in
the scoring for public procurement
competitive bids in Yokohama City.
In addition, Yokohama City will add
Y-SDGs certified companies to the
credit guarantee fee subsidy under

artisans through the provision of
know-how, skills development, and
market intelligence to help them
grow and survive in a highly com-
petitive market. Furthermore, the
hub offers marketing, design, and
conceptualization support. The core
principle is to provide artisans with
the opportunity to assume a pro-
active role in the value chain and to
enhance their involvement in the
design process, quality control and
marketing of their products, while
acting as a link between those arti-
sans and their different markets.

Source: UNDP, and the Industrial
Modernization Center (IMC), Expand-
ing Horizons in Development: The
Rising Role of Egypt’s Private Sector,
Egypt, 2016.

the city's SME financing system and
support the smooth financing of the
companies that have acquired them.

Major rating agencies perform ESG
assessments of companies, but often
the main target of such assessments
is large companies. In Japan, SMEs
account for more than 99% of all
companies. The power of SMEs is
indispensable for sustainable devel-
opment. The Y-SDGCs are designed

to support the activities of all sizes of
companies that promote the SDGs.

Yokohama SDGs Design Center

With the goal of helping Yokohama
become a “SDGs Future City,” the Yo-
kohama SDGs Design Center was es-
tablished as an intermediate support
organization that works in collabo-
ration with various players toward
the creation of a “Yokohama-style
large city model” that aims to solve
environmental, economic, and social
issues in an integrated manner.

Source: City of Yokohama Global
Offices, Y-SDGs certification system
launched by Yokohama city and
financial institutions to support SDG
promotion, 2021, https://businessyo-
kohama.com/blog/2021/03/23/yoko-
hama-y-sdgs-launch/
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Box 15 Example on engagement modes ¢ and d: Transportation sector in Kyrgyzstan

In the 2000s, the streets of Bish-
kek city in Kyrgyzstan were buzz-
ing with private minibuses, ferrying
people from Osh Bazaar to Ala Too
Square and the dachas in the sub-
urbs. These ageing private mini-
buses were gradually retired due

to transport reforms. The new fleets
of buses introduced to fill in public
transportation gaps were limited
and failed to satisfy the capital
city’'s demands. People turned to
private car ownership, leading to
traffic congestion, and increasing
air pollution. The fixed fare system
and fare evasion also made it diffi-
cult for operators to cover operating
costs and expand capacity. Further
reforms were urgently needed.

It is against this backdrop the

city identified opportunities for
greater private sector involvement
in the provision of transport options,
and international development
partners encouraged public-private
partnerships.

As a result, the trolley bus sys-

tem was upgraded, electric bus-

es were introduced, and Bishkek's
public transport services' operational
sustainability improved. The intro-
duction of e-ticketing for public
transport showed how public-private
partnerships could help achieve the
triple bottom line of economic, so-
cial, and environmental gains.

The system allows operators to utilize

Box 16 Example of innovations (mode E) in Arab countries

Zain Telecom

Zain Drone, a subsidiary of Zain
Group, was established in 2018 for the
Kuwait market with a focus on drone
powered solutions as a service. In
2019, Zain Drone established an en-
tity in Saudi Arabia and continued to
explore opportunities in Jordan and
South Sudan.

Zain Drone emphasizes the impor-
tance of engaging with cross-sec-
toral stakeholders fromm government
entities to scientific institutions, in or-
der to be able to progress the drone
industry. In collaboration with gov-
ernmental institutions, Zain Drone
identified challenges related to the
government process of detecting vi-
olations and inspections in industrial
sectors. In 2021, Zain Drone engaged
with the Public Authority of Indus-
tries in Kuwait to assess mechanisms
that deploy drones to detect indus-
trial violations during the last cycle
of drone surveying. Areas of focus in
the partnership include field inspec-
tion in the renewable energy sector,
as well as providing support services
to agriculture. Zain Drone intends to
engage with Kuwaiti scientific enti-
ties (the Kuwait Institute for Scientific
Research (KISR) and Kuwait Founda-
tion for the Advancement of Science
(KFAS)) to assess mechanisms where
drone technologies can play a role
in assessing and gathering insights
and data efficiently. Through its en-
gagement with KISR, Zain assessed
the usability of infrared camera to
effectively detect algae in salt water
near desalination plants in Kuwait.
In Saudi Arabia, the Municipality of
Tabuk used Zain Drone technolo-
gies to monitor the development
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and construction of the Medina De-
velopment project, and Zain Drone
collaborated with Sadara Chemical
Company to conduct ground flares
and tanks inspections. The services
offered by Zain Drone are of value to
different sectors including to oil and
gas, energy and utilities, network
sites and infrastructure, agriculture,
construction, media, logistics, de-
fense, contracting, and many others.
Based on R-economy, drone technol-
ogies have great potential to be used
to address the SDGs.

Fintech: The launch of Zain Ventures
is @ major step towards propelling
digital innovations in the entrepre-
neurial start-up environment. Zain's
investment in Pipe.com (US-based
fintech) and swvl.com (Mass Tran-
sit platform) will further accelerate
their growth across Zain footprint, as
the digital investment team will help
them realize more potential growth
across Zain markets. Zain intends to
obtain a digital banking license and
becoming the first telco-led challeng-
er bank across the Middle East. Given
the success and exponential growth
of Tamam in Saudi Arabia (fintech
company offering micro-lending ser-
vices), which is the first entity in the
region to be licensed by a regulator
to offer consumer micro loans via a
digital app., Zain is keen on foster-
ing innovations in the fintech space.
Similar success is evident through
Zain Cash in Irag and Jordan, al-
lowing users to deposit, withdraw,
transfer money, and pay for goods
and services via their mobile phone.
Zain Cash service provides mobile
banking services for both the banked
and unbanked population. The ser-
vice allows users to deposit e-money

data collected to predict passenger
flow and plan bus routes, thus in-
creasing public transport reve-

nues. It also allows operators to iden-
tify concessionary passengers such
as students and retired persons. As
e-ticketing becomes mainstream, it
reduces the usage of paper receipts
and waste.

More recently, the wave of the
sharing economy driven by the in-
troduction of new technologies
brought Yandex taxi into the trans-
portation sphere.

Source: UNESCAP, Blog, 2021, https://
www.unescap.org/blog/how-can-pri-
vate-sector-help-build-smart-resil-
ient-and-sustainable-cities

onto their mobile numbers, transfer
money across Irag, Cash-in/Cash-out
at thousands of locations, purchase
digital goods and products online,
and more. The service has strength-
ened the concept of financial inclu-
sion and succeeded in empowering
a large segment of population who
otherwise do not have access to any
formal financial institution.

After COVID-19, Zain Telecom
launched the Learning Passport ini-
tiative. The Learning Passport pro-
vides zero-rate access on both the
website and mobile application for all
Zain users regardless of their location
or connectivity status to overcome
and bridge the digital divide. The
Learning Passport's off-line mode
also enables those with low internet
bandwidth to access all the materials
and download educational content.
In Jordan, the Learning Passport has
approximately 14,000 enrolled users
(70% females) who have access to 81
different courses and 1,209 lessons
including English Language, basic
and advanced digital skills, life skills,
social innovation, financial literacy,
technical and vocational education
and training courses including jew-
elry making and carpentry, child pro-
tection basics, and a specially tailored
Gender Equality Package that focus-
es on developing girls’ skills and rais-
ing their awareness. In 2021, Learning
Passport was launched in Sudan with
UNICEF and the Ministry of Educa-
tion of Sudan, providing access to the
platform to approximately 2,112 users.

Source: Zain Sustainability Report,
2021 and https://womenintech.zain.
com/en
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