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AN ACT ADOPTING INNOVATION AS A VITAL COMPONENT OF THE 
COUNTRY’S DEVELOPMENT POLICIES TO DRIVE INCLUSIVE 
DEVELOPMENT, PROMOTE THE GROWTH AND NATIONAL 
COMPETITIVENESS OF MICRO, SMALL AND MEDIUM 
ENTERPRISES, AND FOR OTHER PURPOSES

Explanatory Note

Innovation is a key driver of economic development and the principal tool 
for coping with major global challenges. It plays a major role in 
improving productivity and provides a solid foundation for building 
competitiveness. A well-defined and clear vision for innovation and the 
role it will play in our economy can help produce a highly skilled 
workforce, build active enterprises, and promote competitive 
technological advances that can translate to more vibrant economic 
activity, employment opportunities, solutions to social problems, and 
overall growth.

In the Philippines, where 99.6 percent of businesses are considered 
micro, small, and medium enterprises (MSMEs), the role of innovation 
cannot be overemphasized. Unlike large companies that have ready 
access to funding and resources, MSMEs are at a disadvantage because 
of their size and problems of access to resources and markets. 
Furthermore, the role of MSMEs in innovation has often times been 
underestimated mainly because they have traditionally not been seen as 
knowledge and technology creators.

Recent developments in various markets around the world, however, 
show that innovation is increasingly taking place in MSMEs. The 
Organisation for Economic Cooperation and Development (OECD) 
reported that the role of MSMEs in the ICT, automotive, and 
pharmaceuticals industries continue to thrive as they have often been 
“the source of new ideas that are integrated into other products or 
brought to the market in their own right by large firms.”

Over the years, a growing number of big businesses are seeking to 
engage MSMEs as part of their strategies in expanding their markets and 
responding to their commercial requirements. Clearly, the emergence of 
global value chains (GVCs) has shifted the way big corporations do 
business with MSMEs. More importantly, it has generated vast
opportunities for MSMEs to access international markets.


























