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PRODEM @ Prodem

Prodem is a think tank and a do-tank on innovation and entrepreneurship ecosystems
in Latin America. With more than 15 years of experience, Prodem stands out for gener-
ating and transferring world-class knowledge in coordination with the actual practice
of real-life actors. Prodem conducts research, studies and measurements to get an
insight into the status of ecosystems, providing technical assistance and training on
entrepreneurship and innovation, both for scholars and professionals. Prodem gives
priority to the development of networks and alliances, and works to support govern-
ments, international organizations and other institutions of the ecosystem in confront-
ing challenges related to the design and assessment of dynamic entrepreneurship and
innovation policies. For its role, Prodem received the 2016 Startup Nations Award for
Groundbreaking Policy Thinking granted by the Global Entrepreneurship Network.

For more information about Prodem, please visit:
www.prodem.ungs.edu.ar

ST PRODEM

ST Prodem, the summit of regional ecosystems, is conducted every year with the
purpose of fostering experience-based learning and the development of con-

tact networks. Throughout four days, professionals from different Latin American
countries share their rights and wrongs considering a variety of ongoing endeavors
conducted in the region in areas such as entrepreneurial education, incubation and
acceleration, mentorship, ecosystem development, financing and public policies. In
that context, they interact and identify collaboration opportunities that are crucial to
enhance their actions in favor of entrepreneurship and innovation. At the same time,
new connections emerge, which are then translated into the expansion of support
networks and the identification of common projects. Specific workshops have taken
place in the summit, such as the one devoted for policy makers members of the Latin
American network of managers of dynamic and innovative entrepreneurship policies
or the Corporate Venturing Latam workshop.

For more information about ST Prodem, please, visit
www.prodem.ungs.edu.ar



GLOBAL ENTREPRENEURSHIP NETWORK ﬁ-

The Global Entrepreneurship Network operates programs in 180+ countries aimed at
making it easier for anyone, anywhere to start and scale a business.

By fostering deeper cross-border collaboration and initiatives between entrepreneurs,
investors, researchers, policymakers and entrepreneurial support organizations, GEN
works to fuel healthier start-and-scale ecosystems that create more jobs, educate indi-
viduals, accelerate innovation and strengthen economic growth. Its extensive footprint
of national operations and global verticals in policy, research and programs ensures
GEN members have uncommon access to the most relevant knowledge, networks,
communities and programs relative to size of economy, maturity of ecosystem, lan-
guage, culture, geography and more.

GEN Research is an initiative that drives knowledge creation efforts that translate re-
search into evidenced-based policies and programs to create healthier entrepreneurial
ecosystems and more impactful entrepreneurial support organizations. Informed by

its knowledge partners, advisors and its Global Entrepreneurship Research Network
which was established in 2013 with the Kauffman Foundation, GEN Research collects
and shares insights from its communities around the world about efforts to remove
barriers to entrepreneurship, welcome communities left behind and increase rates of
new firm formation within all economies.

Stay up-to-date on news and updates about GEN via genglobal.org and about GEN
Research at genresearch.co.
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Hugo Kantis
Director of Prodem

This report comes just as we are concluding a year of shock to our lives, caused by
the pandemic. Our health and our societies are suffering unprecedented impacts
and transformations. Clearly, the world is no longer the same and we need fo react.
We know from previous experiences that entrepreneurs and young companies are
key actors in the processes of creative destruction and can contribute decisively fo the
economic recovery and job creation necessary to overcome crises.

In this context, countercyclical public policies should focus on generating the necessary
conditions to revitalize and enhance the “animal spirits”, which have been hit by the
sharp drop in economic activity, and foster the drive to respond to opportunities offered
by the emerging world. We saw at Prodem the need to contribute to these tasks by
generating new knowledge and useful guidelines for the required action for both
reconstruction and transformation.

In this sense, this report presents, on the one hand, the results of an exercise that cons-
titutes a first measurement of the impact of the pandemic on conditions for dynamic
entfrepreneurship. These results reveal where it is necessary to carry out interventions
aimed at reversing the damage. Each country can, based on this, design a reconstruc-
tion agenda based on those priorities.

At the same time, it is also necessary to begin o look ahead and envision how the
transformative trends that are underway are going to shape the ecosystems of tomo-
rrow. As an old saying goes “in order to use a trend to your advantage, you must be
able to anticipate it.” In today’s uncertain world, this is both necessary and challen-
ging. To confribute in this regard, we decided to undertake an exercise of collective
imagination together with leading experts from different countries in North America,
Europe, Asia, Africa and Latin America, and with the valuable support of the Global
Entrepreneurship Network (GEN). This exercise allowed us to identify a set of trends and
scenarios that enable ecosystems leaders to think about the entrepreneurial econo-
mies of the future.

Thus, this report can be used to assess how the identified impacts and general
trends come to life in each ecosystem, taking into account its own starting point.
Combining these two perspectives is key to building the right conditions for entre-
preneurship and innovation to drive the reconstruction and transformation of the
different countries and regions.

We hope that this report will serve as a guiding compass in the midst of so much
gloom, and to continue collaborating in deepening this work to assess the particular
conditions of each country as needed.



Cristina Fernandez
Vice President for Policy & Research, GEN

It is with great pride that the Global Entrepreneurship Network (GEN) partners for the
third year in a row with the PRODEM, a think tank at the University of General Sarmien-
to in Buenos Aires, to present an analysis of national ecosystems around the world.
The systemic approach embodied in the conceptual model of the Index of Dynamic
Entrepreneurship (IDE) is more important than ever as the COVID-19 pandemic has al-
tered social, economic, education, cultural, and regulatory conditions - all dimensions
analyzed in the Index.

However, beyond nations’ differences in IDE scores, all countries are still facing persis-
tent uncertainty. Ecosystem builders are faced with the challenge of finding the right
support mechanisms that consider not just the immediate impact of the pandemic, but
also evolving consumer behaviors, accelerating technological change, reconfigured
value chains and other forces rapidly changing the context for entrepreneurs.

This is why we joined forces with PRODEM not just to take stock of the immediate
impact of the pandemic on 64 national entrepreneurship ecosystems, but also fo
explore what is ahead for entrepreneurs and the organizations that support them. To
this end, PRODEM proposed an innovative analytical framework, which we put to test
with a range of entrepreneurship practitioners and thought leaders. We thank each of
them for their invaluable input to the analysis of possible medium-term scenarios for
entrepreneurship contained in this report.

As world leaders continue to debate possible responses to a prolonged crisis, this
report offers a roadmap for developing policies and programs that carefully consider
emerging factors and threats that can shape conditions for dynamic entrepreneurship
in the next three years.

We encourage governments and ecosystem builders to reflect on the full IDE 2020
analysis as they decide which barriers to new and young firms to tackle next, and we
remain attentive to feedback on how we can continue to guide action plans for rebuil-
ding entrepreneurial economies and societies.



What have been the main impacts of the COVID-19 crisis on the systemic conditions for
dynamic entrepreneurship around the globe? How do these effects compare across
countries and regions? What can we imagine about how entrepreneurship ecosystems
will continue to evolve? The surge of the pandemic and its social and economic conse-
quences are posing a number of critical challenges for entrepreneurs and entrepreneur-
ial ecosystems. Governments and support organizations are also experiencing chal-
lenges. In a context characterized by high levels of uncertainty, evidence-based analyses
and imagination are ever-more important for decision-making.

This year, developing the Index of Dynamic Entrepreneurship (IDE) report posed a new
challenge: measuring the conditions for entrepreneurship as they are being hit by the
COVID-19 pandemic. This made the task highly complex for three main reasons. First,
because of the highly unpredictable nature of the disease and its possible evolution.
Second, because we are still immersed in the crisis with no clearly foreseen end point.
And third, because updated information for the full set of dimensions that make up the
Index is not yet available.

In the face of these complexities, and in the spirit of providing actionable insights to poli-
cymakers and ecosystem stakeholders, we present the results of two exercises designed
to meet the challenges of rebuilding entrepreneurial economies.

First, based on available and reliable information, we estimated the most immediate
impacts of the pandemic-induced economic downturn in the first half of 2020. For that
purpose, we calculated the difference between each country’s mid-2020 IDE score and
the one obtained at the beginning of year. The main results of this assessment are:

- The conditions for dynamic entrepreneurship have been negatively impacted in the
vast majority of the countries (70%).

- The number of affected ecosystems is higher among developed nations (90%), but
the magnitude of the impact is more pronounced in developing countries due to their
structural weaknesses and economic vulnerabilities.

- The most affected dimensions — demand conditions (opportunities), the availability of
finance (resources), and human capital (entrepreneurs) — show that the impact spans
the entire entrepreneurial process.

- In addition to estimating these immediate effects, we explored the future evolution of
ecosystems in the post-pandemic world. To this end, we reviewed the latest reports by
different organizations that monitor the various dimensions of the crisis, and elabo-
rated a preliminary set of rival hypotheses to guide an exercise of collective scenario-
building. This exercise, which engaged more than 25 experts from across global
regions, showed us that ecosystem builders should recognize the influence of seven
general frends:

(il economic recovery will take time;

(i) poverty and social inequality will increase;

(iii) the role of government in the economy will be more important than in the last
few decades;

(iv) financial liquidity will be high, and interest rates low;

(v} consumption patterns and consumer habits will change;

(vi) technological change will be faster; and

(vii) global value chains will be reconfigured.



In this context, future ecosystems will likely be shaped in the medium term as follows:

- New opportunities will emerge as part of a Schumpeterian process of creative
destruction led by the acceleration of digital transformation, the reconfiguration of
global value chains and large corporations’ innovation strategies. However, the
net balance of new opportunities and the ones that are destroyed will vary across
countries and sectors.

- Whether entrepreneurs in the different ecosystems capitalize on new opportuni-
ties will depend on their capabilities, access to resources and networks. However,
in general, necessity-based rather than dynamic entrepreneurship will tend to
predominate, especially in less developed countries. Furthermore, the deterioration
of social conditions, education and social capital could dampen the number of new
dynamic entrepreneurs in the medium term. At the same time, lower opportunity
costs of becoming an entrepreneur for some segments of highly-qualified people
who now work in at-risk large firms could drive the opposite effect. Nevertheless,
the strength of this force will vary across countries and regions, and may not be suf-
ficient o yield a positive scenario.

- Resources to launch and grow new firms would be more constrained. The availability
of social capital and the chances of leveraging new digital platforms will depend, to a
great extent, on each entrepreneur’s socio-economic position and existing networks.
Entrepreneurial financing will be shaped by the coexistence of contradictory forces.
On the one hand, existing funds will need to deploy investments in the short term. On
the other hand, difficulties in fundraising during the pandemic could affect the avail-
ability of new sources of funding in the medium term, or until a full recovery occurs.

In addition, investors’ current preference for follow-on investments as a strategy fo
preserve the value of their portfolios could persist. New investments are likely to focus
on particular verticals, on more advanced stages and on larger deals. Most early-
stage entrepreneurs would need to bootstrap. The gap in the supply of entrepreneur-
ial finance between developed and developing ecosystems is expected fo widen.

- The importance of entrepreneurship policies on the government agenda is expected
to decrease initially given the focus on coping with the emergency, coupled by
budgetary and fiscal restrictions. However, these policies are likely to then recover
prominence due to the key role of new firms and innovation in driving economic
recovery and growth. The renewed menu of policy instruments is expected to include
tools that target a wider set of entrepreneur profiles and ventures associated with the
‘new normal’, and to leverage public-private partnerships. In this context, the most
effective support institutions — those with accumulated capabilities and a track record
of collaboration — will become ecosystem leaders.

Perhaps the most valuable output of this collective scenario-building exercise is the
identification of different, contrasting trends which could come into play. The assessment
of their net effects will depend on each ecosystem’s capabilities for and pro-activeness in
seizing opportunities and neutralizing threats. Governments, international aid organiza-
tions and other ecosystem stakeholders will benefit from conducting this exercise as

a key step in strategic planning, with adjustments to reflect their own regional or local
realities. This report provides a roadmap for that endeavor and suggests some examples
of different initiatives that could potentiate opportunities and neutralize those identified
threats in the future ecosystems.
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The year 2020 will be remembered in contemporary history as the year of the COVID-19
(or SARS-CoV-2) pandemic. At the time of writing this report, an unprecedented global
health crisis is still evolving without a clear end point in sight, regardless of the hopes
placed on scientific developments in terms of vaccines and treatments. The severity of
the crisis is evident in the alarming numbers of infections and deaths. As of November
2020, the World Health Organization reported more than 50 million cases and 1.2 million
deaths. A distinguishing characteristic of COVID-19 has been its speed of transmission. It

took less than two months after the November 2019 outbreak in Wuhan, China for Europe

to begin registering a rising number of cases. Then, just a month later, the virus had
already reached the Americas — the current epicenter of the pandemic.

It is a crisis that is exerting a substantial impact beyond the epidemiological realm,
reshaping our habits, the ways in which we relate, work and live. As such, it has hit
the economy at large hard, and particularly the conditions for entrepreneurship.

The COVID-19 pandemic emerged in a context shaped by a global economy rapidly
transforming due to digitalization, the expansion of the so-called “platform capital-
ism,” and industry 4.0 technologies. At the same time, the start of 2020 was marked
by an escalating commercial and technological conflict between the United States
and China, which threatened fo disintegrate several global value chains, giving way
to alternative markets of suppliers (nearshoring) or fo operations returning to ‘home’
countries (reshoring). All of this had effects on the global economy and trade flows'.

In the case of developing countries, the COVID-19 crisis also coincided with the decline
in prices for several commodities?, which will undoubtedly exacerbate the impact and
delay post-pandemic recovery. In addition, several of these countries entered 2020 in
an economic recession with high levels of indebtedness, which did not bode well for
these economies even before the pandemic emerged®.

Throughout the first half of 2020, numerous published reports documented the impact
of COVID-19 on companies, and in particular on younger companies. A study carried
out by Facebook, the OECD and the World Bank analyzed 30,000 SME entrepreneurs,
managers and employees from over 50 countries. Its results indicated that between
January and May 26% of surveyed companies had shut down. The impact on women-
led companies was even larger. In addition, 2 out of 3 surviving companies faced
lower sales; 57% reported a 50% drop in sales compared to the same month in the
previous year. All of this has had a direct correlation with job destruction. Nonetheless,
survey participants largely shared a positive outlook for the future. In fact, 74% planned
to reopen their companies and reformulate their business models to include a much
greater online presence’.

On the contrary, an OECD report summarizing more than 40 different studies on the
impact of COVID-19 on SMEs in developed countries concludes that, nuances of the
respective economies aside, more than 50% of companies reported lower sales, and a
third did not expect to survive another month?®.

In the United States, business closures between February and April 2020 reached 22%,
which represents approximately 3.3 million companies®, while other reports estimated
closure rates of 43%’. More recently, in May 2020, a Census Bureau study stated that
90% of small businesses were negatively affected by the crisis, with three out of four
reporting declines in sales®.
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In terms of new companies, a recent study revealed that 60% of new companies in
the United Kingdom had seen sales drop by more than 50%°. In addition, 4 out of

10 businesses had halted their investment plans, a decision related to a large extent
to increasing difficulties in obtaining financing. The authors argue that investors are
concentrating investments in companies in which they had already previously invested
to ensure their continuity and to preserve the value of their portfolios. In India, a NASS-
COM report published in July 2020 warned that 40% of new companies in that country
had shut down operations or were about fo do so, while indicating that 70% had less
than three months of cash flow™.

In the United States, business registry information through June showed a continu-
ous and sustained drop in new registration applications, followed by a pronounced
rebound that continues to this day (US Census, 2020). In an interesting exercise to esti-
mate the impact of this drop on new companies conducted for the Center for Economic
Policy Research (CEPR), Sedlacek and Sterk (2020) estimate that even in a scenario of a
pronounced rebound and recovered numbers of new companies, the positive effects
on employment will take time to be seen'.

In Spain, an April 2020 study by the national Entrepreneurship Observatory indicated
that 40% of companies had temporarily closed and almost 80% were pessimistic about
the future. In addition, one in three nascent start-up companies had decided to put
their plans on hold™. In Germany, a KW study carried out in March 2020 indicated that
90% of entrepreneurs suffered a sales drop due to COVID-19; a third of them lost all of
their revenues, and half had lost more than 75% of it'®.

In Latin America, the impact has been even greater. According to an April 2020
study by Prodem and the Inter-American Development Bank (IDB), 83% of startups
and young companies suffered losses in sales and 53% stopped selling altogether.
Most worryingly, only half foresaw their businesses being able to survive another two
months. At the same time, half of those who were just starting their ventures decided
to halt their plans'. The general climate of concern and pessimism was also evident
in expectations: 57% thought their activity was going to stop or drop significantly in
the following month.

The impact of the crisis was also significant on entrepreneur support organizations. Ac-
cording to the Prodem-IDB study, two out of three institutions suspended or significantly
decreased their activities, and only 25% were optimistic about the future™.

In this context, analyzing the conditions for entrepreneurship becomes a complex
task for several reasons. First is the highly uncertain nature of the disease and its
possible evolution. Second, we are still immersed in the crisis, which can lead to
hasty analysis without the necessary perspective (hindsight) to appreciate and reflect
on all the possible consequences of the pandemic, especially the social ones. And
third, fully updated information for the different dimensions that make up our indica-
tors is not yet available.

That is why for this 2020 COVID-19 edition of the Index of Dynamic Entrepreneurship
(IDE), we have decided to carry out two types of exercises. First, an exercise fo estimate
the most immediate impact on the conditions for entrepreneurship as a result of the
economic downturn and lock-down measures. To this end, we used the information
available through July 2020 to adjust the Index values in those dimensions for which
there is already quantified evidence of the effects of COVID-19.

This first exercise yields an accurate picture of each entrepreneurship ecosystem
compared fo the one reflected by the unadjusted figures from early 2020. However, it
does not completely describe future conditions for entrepreneurship, particularly those
where uncertainty around post-pandemic development is higher, or where opposing
effects could clash, without anyone knowing the resulting final balance in advance.
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For this reason, we carried out an innovative scenario-building exercise, in which we
interviewed over 25 international experts who shared their perspectives on possible
medium-term scenarios for the post-pandemic world. More specifically, we gathered
their views on how the different forces shaping the ‘'new normal’ will impact the various
conditions for entrepreneurship in the next few years. Gathering these views is a key
added value of the IDE 2020 analysis, since as Albert Einstein rightly pointed out, in
times of crisis, imagination is more important than knowledge.

The resulting report will have the following structure. The next section describes the
conceptual framework of the systemic view of entrepreneurship, which not only sup-
ports the construction of the Index of Dynamic Entrepreneurship (IDE), but also provides
elements fo understand precisely which aspects will be most impacted by the CO-
VID-19 crisis in the short term, and which will be impacted in a longer run. The second
section summarizes the main data referring to the global IDE ranking in the context of
COVID-19, emphasizing what the conditions were before the crisis began and those
immediate impacts we can estimate will result, for the most part, from worsening eco-
nomic conditions across countries. After this first exercise, the results achieved via the
second medium-term scenario-building exercise will be described. Finally, we share
some final conclusions and provide some orientations and examples of some actions
that could benefit future ecosystems.



The concept of dynamic entrepreneurship encompasses those entrepreneurial projects
with growth potential and young firms that have overcome the early phase of higher
mortality to become (at least) a competitive Small and Medium Enterprises (SME) with
the potential and drive to continue growing.

Dynamic companies are usually founded by teams that have the enthusiasm, aspira-
tions and competencies to grow, and which can leverage helpful networks as they
pursue value propositions based on differentiation, innovation and/or business op-
portunities to capitalize on dynamic and scalable economic trends®.

This concept is akin fo the idea of productive and transformational entrepreneurship and is
certainly broader than other definitions found in the literature in which firms are defined in
terms of their growth rates'®. As such, dynamic entrepreneurship refers to gazelles and high
impact firms"” but also to those companies that contribute to increasing the pool of competi-
tive SMEs even when they do not follow linear and confinuous high-growth patterns.

More rigid definitions fail fo completely reflect the complexity of the business growth pro-
cess because they limit their view to firms that reach a minimum level of sales or employ-
ment over the first year, or specific three-year growth rates (e.g., 20% or 30%). The paths
that dynamic companies travel are diverse and heterogeneous. Therefore, even Birch's
(1979) ground-breaking metaphor, which included gazelles, elephants and mice, should
be expanded to incorporate other animal species that do not reach the speed of gazelles
but are valuable nonetheless, like kangaroos, dolphins and certainly human beings. That
is to say, different company growth patterns should be also considered.

The reality of the new dynamic kms/h
companies covers diverse and kms/h | |
heterogeneous situations. Birch's 25 ' 1
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In simple terms, dynamic enterprises may fit info one of the following growth patterns:
Type 1: They grow rapidly and continuously.

Type 2: They take their time until they take off.

Type 3: They grow at a moderate pace, but in a sustained manner.

Type 4: They grow fast, butin an unstable manner.

Type 5: They grow thanks to the entrepreneur’s portfolio of other businesses.

15. Kantis, H., Angelelli, P., & Moori Koenig,
V. (2005). Developing Entrepreneurship:
Experience in Latin America and Worldwide.
Washington: Inter-American Development
Bank.

16. Schoar, A. (2010). The divide befween
subsistence and transformational entre-
preneurship. in J. Lerner & S. Stern (Eds.),
Innovation Policy and the Economy (Vol. 10,
pp. 57-81). Cambridge, MA: National Bureau
of Economic Research. Baumol, W. J. (1996).
Entrepreneurship: Productive, unproductive,
and destructive. Journal of Business Ventur-
ing, 1101), 3-22.

17. Henrekson, M., & Johansson, D. (2010).
Gazelles as job creators: a survey and in-
terpretation of the evidence. Small Business
Economics, 35(2), 227-244.



This is consistent with the documented presence of relatively stable periods during
high-growth stages. In some cases, high growth is followed by a period of crisis and
contraction, after which a new period of growth begins at a slower pace. In fact, more
recently, the debate has shifted from the idea of defining patterns to a more general
one: how stable is growth over time, particularly high growth? So far, international evi-
dence tends to show that gazelles are just “one-hit wonders”, and that high firm growth
is usually short-lived and episodic'.

The concept of dynamic entrepreneurship also fits better with the reality in developing
countries, where the gazelle phenomenon is quantitatively less marked. Developed
countries, especially in the current context of increasing uncertainty associated to the
pandemic, also benefit from this approach.

In short, existing knowledge about business growth calls for avoiding rigid defini-

tions when determining the type of businesses that will be supported. The concept of
dynamic entrepreneurship allows for a clearer perspective on which companies can
contribute to economic and social development. This call for a more flexible definition
of dynamism is particularly necessary in the context of the COVID-19 crisis and the post-
pandemic, when higher uncertainty will be the norm and economic growth rates will
be subject to high volatility, making ex ante predictions harder.

18. Daunfeldt, S. O., & Halvarsson, D. (2015).
Are high-growth firms one-hit wonders?
Evidence from Sweden. Small Business
Economics, 44(2), 361-383.

Grover Goswami, A.; Medvedey, D.; Olafsen,

Ellen. (2019). High-Growth Firms: Facts,
Fiction, and Policy Options for Emerging
Economies. Washington, DC: World Bank.

A new type of potentially dynamic firm born during the crisis?

Dynamic entrepreneurship is the main driver of economic growth. But in the cur-
rent context of the pandemic, resilience became the ‘rule of the game’, and those
firms that have excelled in their ability to adopt survival and reinvention strategies

are the most likely to resist and grow.

Within the animal species, there is one particularly relevant creature for its ability to
survive and strive in hard environmental conditions: camels. These animals have
big humps of stored fat that help them survive in the absence of food and water.
Once they eat and drink again, their humps are refilled. They can walk for long

periods without rest and can run at 40 km/hour.

In the world of startups and young firms, camels are characterized by three
distinctive features: (i) they prefer to pursue balanced growth instead of the rapid
and exponential growth of gazelles or unicorns; (i) they are built to last, with a
long-term focus, and (iii) they operate a more diversified portfolio of business
lines and are forced to internalize many operations due to the limitations of the
ecosystems where they operate. All these characteristics endow these firms with
higher levels of flexibility and resilience, enabling them to survive and even turn

adversity into an advantage.

Source: Lazarow, A. (2020) Startups, It's Time to Think Like Camels — Not Unicorns. Harvard Business

Review. October 16, 2020.




A systemic approach to understand the emergence of dynamic
entrepreneurs and the specificities of developing countries

The creation and development of a new company is the result of a process that,
throughout its different stages and milestones, is affected by diverse social, cultural,
political and economic factors. Therefore, we have adopted a systemic and eclectic
approach supported by the international literature®.

The IDE is built around 10 key dimensions that have an impact on the quantity and
quality of emerging companies. The first one —and main one- is the existence of entre-
preneurs capable of conceiving powerful and value propositions: the entrepreneurial
human capital (the actual entrepreneurs).

The emergence of entrepreneurs is influenced by the values and beliefs that make up
the culture, the social conditions of the families in which people are born and raised,
and the way in which the educational system confributes to the development of entre-
preneurial competences. Later in life, the companies where people work will complete
(or not) the trajectory of development of said entrepreneurial human capital.

Systemic approach for dynamic entrepreneurship

Business
structure

Opportunity

Value

proposition
Entrepreneurial
human capital

WM _

Demand
conditions

Social
conditions

LX)

19. See a review of the literature in Kantis, H.,
Ishida, M., & Komori, M. (2002). Entrepre-
neurship in Emerging Economies: The Cre-
ation and Development of New Firms in Latin
America and East Asia. Washington: Inter
American Bank and Bank of Development
of Japan, and a pioneer presentation of the
systemic approach in Kantis, H., Angelelli,
P., & Moori Koenig, V. (2005). Developing En-
trepreneurship: Experience in Latin America
and Worldwide. Washington: Inter American
Development Bank.

For the eclectic perspective see in particular
Verheul, I., Wennekers, S., Audretsch, D.,

& Thurik, R. (2002). An eclectic theory of
entrepreneurship: policies, institutions and
culture. Entrepreneurship: Determinants and
policy in a European-US comparison, 11-81.
The systemic approach was some years
later proposed in Isenberg (2011) with the
ecosystems perspective in his HBR article
How fo start an entrepreneurial revolution
and in Acs, Z. J., Audretsch, D. B., Lehmann,
E. E., &Licht, G. (2016). Natfional systems of
entrepreneurship. Small Business Econom-
ics, 46(4), 527-535.

M Entrepreneurial human capital and its

determinants
M Opportunity space

Factors influencing the creation and

development of new firms
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The systemic approach also considers the factors that have an impact on the exis-
tence of business opportunities, such as the demand conditions (e.g., market size
and dynamism), the profile of the firms that comprise the business structure and the
efforts of companies and institutions in Science, Technology and Innovation, defined
as the STI platform.

The transformation of projects into companies and their later development depend
to a great extent on the entrepreneurs’ capabilities. But it is essential for them to have
access to a wide range of sources of financing that will help start and expand busi-
nesses (for early stages, for expansion and working capital).

Another major factor is the existence of social capital, i.e., an environment of trust that
enables building bridges and contact networks with other key actors (other entrepre-
neurs, institutions, etc.) and accessing resources that will contribute to the creation and
development of a start-up.

Finally, this process is affected by policies and regulations. Governments establish
rules (e.g., licenses and permits, taxes, foreign trade restrictions), which may be more
or less friendly to entrepreneurs, as well as policies that, through action or omission,
have an impact on them and their companies. Entrepreneurship policy in particular
aims at the creation of more favorable conditions for dynamic entrepreneurs to emerge
and the promotion of more and better new companies that manage to take off and
aftain substantial growth.

Among the set of dimensions included in the systemic approach there are specific
structural factors that are particularly important for developing countries (e.g., social
conditions, business structure, social capital, culture). Evaluating these helps in identify-
ing the presence of structural barriers and their impact, not only on the creation and
development of dynamic new firms but also on the emergence of entrepreneurs and
entfrepreneurial vocations.

We developed the Index of Dynamic Entrepreneurship (IDE) following the recommen-
dations from the Organization for Economic Co-operation and Development (OECD)
for constructing indexes. The 10 dimensions that form the IDE are based on the
normalization of more than 40 variables obtained from different secondary informa-
tion databases recognized at the international level (e.g., World Bank Group data,
the Global Competitive Index, the Global Entrepreneurship Monitor, the World Value
Survey, UNESCO datal).

As recommended in specialized literature, the final value of the Index is calculated
using the geometric mean. This method is consistent with the systemic approach, since
the weaker dimensions have a greater impact on the final IDE value than the stronger
ones. As such, the weaker dimensions may be considered as restrictions to the start-
up process. Further details on the variables analyzed, the sources of data and the IDE
construction process can be found at www.prodem.ungs.edu.ar.
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ECOSYSTEMS BEFORE THE ONSET OF
THE COVID-19 CRISIS

The landscape of conditions for dynamic entrepreneurship at the beginning of
2020 confirmed the leadership of the United States, which leads the ranking of

the Index of Dynamic Entrepreneurship (IDE), scoring almost 70 points (out of 100
possible). Trailing behind were the Netherlands and Singapore, both of which,
compared to 2019, narrowed the gap that separated them from the U.S. and took
second and third place, respectively. Germany, for its part, reaffirmed the advances
it achieved in 2019, reaching fourth place and asserting its place among the top
five, leaving Finland in fifth place.

IDE 2020 rankings, before the COVID-19 crisis

1 United States 69.1 33 Hungary

2 The Netherlands 67.5 34 Turkey

3 Singapore 65.4 35 Russia

4 Germany 64.4 36 Malaysia
5 Finland 64.0 37 Chile

6 Switzerland 63.6 38 Italy

7 Sweden 62.8 39 Mexico

8 Norway 60.2 40 Bulgaria

9 Canada 60.1 4 Slovakia
10 United Kingdom 58.6 42 Indonesia
1 Austria 58.1 43 Egypt

12 Ireland 57.6 44 Uruguay
13 South Korea 57.6 45 Vietham
14 Belgium 56.4 46 Philippines
15 France 56.4 47 Costa Rica
16 Australia 55.3 48 Argentina
17 Japan 55.2 49 Croatia

18 Luxembourg 545 50 India

19 Estonia 52.8 51 Morocco
20 Israel 52.7 52 Colombia
21 Denmark 50.8 53 Iran

22 Hong Kong 50.0 54 Brazil

23 China 48.8 55 Creece

24 Slovenia 47.2 56 Peru

25 Czech Republic 46.9 57 South Africa
26 United Arab Emirates 46.4 58 Panama
27 Spain 45.8 59 Bolivia

28 Qatar 45.3 60 Ecuador
29 Portugal 45.0 61 Dominican Republic
30 Poland 44.6 62 El Salvador
31 Thailand 42.8 63 Venezuela
32 Lithuania 4.9 64 Guatemala
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Other developed countries follow immediately, with new developments compared

to 2019. For example, after a clear setback in 2019, Norway showed important signs
of recovery at the onset of 2020, both in terms of access to financing and in policies
specifically designed for entrepreneurs. These improvements drove Norway back to
the top ten ranks. France and South Korea also showed improvements, although less
noficeable than those in Norway.

On the flipside, the data showed setbacks in Ireland, Luxembourg and Australia. In
Ireland, IDE scores for two dimensions decreased considerably - culture and its science
and technology (STI) platform. In the cases of Luxembourg and Australia, the change in
position was due to improvements in the countries with which they shared positions,
rather than a deterioration of their own ecosystems.

Finally, Estonia joined other advanced economies in terms of most favorable conditions
for entrepreneurship. This emerging country, building on successive improvements in
previous years, had already confirmed its place among the top 20 ecosystems at the
beginning of 2020 (see box).
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Estonia’s main strengths are its favora- S§
ble policies and regulations and a set of
conditions that promote the creation of
new dynamic ventures- namely demand
conditions and factors describing the con-
text in which entrepreneurs emerge: social
conditions, education and social capital.
Those are the dimensions where the gaps MO%
are the smallest compared to leading ?%
countries in the ranking. On the contrary, %
STl platform still shows important gaps.

STI platform

O Estonia

Top 3

Emerging countries, for their part, appear in the middle of the ranking, with IDE
scores ranging between 30 and 40 (out of 100 possible points). Within this segment,
along Estonia, a highly varied set of countries led the way: China, Slovenia, the
Czech Republic, Qatar and Poland. Compared to other developing nations, these five
countries managed to narrow gaps with the more developed countries in aspects
that support the conversion of entrepreneurship projects into new companies, such
as access to financing, and regulations and policies, as well as in terms of more
favorable social conditions.
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The final positions in the ranking featured countries with limitations in their conditions
for entrepreneurship and with structural gaps with respect to leading ecosystems.
Standing out in this group is Greece which, compared to 2019, climbed four positions
as a result of significant improvements in access to financing and in policies and regu-
lations, within a context of more favorable social conditions which expanded the base
for the rise of new entrepreneurs.

Beyond the specific case of Greece, countries at the tail end of the ranking - mostly
from Latin America and a few from Asia and Africa - continued with IDE scores below
30 points, which is half the average score for the most advanced countries. Among
their main weaknesses were structural factors underlying the availability of business
opportunities (the STI platform and the business structure), the stock of entrepreneurial
human capital and the key factors for the creation and development of new dynamic
ventures: access to social capital and financing.

TOP 5
O Top 5 - Emerging countries

Rest of emerging countries
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Without doubt, the global landscape of conditions for dynamic entrepreneurship at
the beginning of 2020 showed a consolidated group of leading countries, all of them
developed economies, led by the United States, three European countries - the Neth-
erlands (2nd), Germany (4th), Finland (5th) - and Singapore (3rd). These ecosystems
have solid structural bases and were able to develop advantages in factors that sup-
port the start of new ventures, such as access to financing, social capital and a set of
policies and regulations conducive to the development of new businesses.

However, the COVID-19 pandemic triggered a generalized crisis which will impact
conditions for entrepreneurship, fo an extent we are only beginning to observe.

That is why, in the next section, we analyze which effects we can already observe,
based on either updated statistics, estimates or adjustments in the variables most
directly affected by the decline in economic activity. This is a preliminary measure-
ment of the immediate or short-term impact of COVID-19 on conditions for dynamic
enfrepreneurship and it will be updated next year. Later in this report, we will include
the results of a medium-term analysis that yields a broader assessment of the post-
pandemic scenario.
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As a result of the dynamics catalyzed by COVID-19, most governments implemented
a series of sanitary measures aimed at containing the spread of the virus and avoid-
ing the collapse of their health systems. Various lock-down regimes and temporarily
closing borders have been the main set of measures taken in face of the pandemic,
with a direct and immediate impact on the economy and, as a result, on conditions
for dynamic entrepreneurship.

While acknowledging that this severe crisis has also affected entrepreneurs at
psychological, emotional and social levels, the following exercise will focus on the
most immediate consequences that the economic decline has had on five of the ten
conditions for entrepreneurship, based on updated and comparable information for
all countries included in the Index.

This exercise is based on information collected for the first half of 2020, which means
that each country’s results are influenced by their specific COVID-19 timeline (num-
ber of cases, stage of lock-down measures and level of economic impact). In other
words, it offers a snapshot of conditions for entrepreneurship at a given moment (July
2020) within a continuously evolving reality. While in some countries the strongest im-
pact of the pandemic is just beginning to be felt, in others, the peak of the pandemic
has apparently already passed and given way to a “new normal”. It is also important
to consider that the incidence of the virus has not ended entirely; it is actually produc-
ing second waves of contagions in countries that had already overcome early peaks
in infection rates.

Conceptually, the economic slowdown induced by COVID-19 led to direct setbacks in
the following conditions entrepreneurship:

1. Entrepreneurial human capital, particularly the number of people with entre-
preneurial intentions motivated by business opportunities. While it is common to
hear that “opportunities emerge in times of crisis,” the truth is that a contracting
economy, combined with growing economic uncertainties, negatively affects
the expectations and therefore, the intentions to start a business. Similarly, the
increase in business closures recorded in most countries as a result of declining
consumption and economic activity has had a negative impact on the perception
of risk associated with entrepreneurial activity.

2. Social conditions: The decline in economic activity and increase in business
closures have also directly impacted unemployment rates. In addition, the sus-
pension of employment contracts and partial reductions in working hours, has
lowered personal and family incomes.

3. Demand conditions have been directly impacted by lock-down measures and
the decline in economic activity. Lower incomes and the closure or reduction of
business operations limit opportunities for new ventures seeking to meet needs of
individual consumers and businesses to emerge.

4. Business structure: Contracted economic activity has also led to lower production
across several sectors. We must note, however, that the incidence of the crisis has
not been sector-neutral. Some essential activities, such as the production of food
and beverages, medical supplies and pharmaceuticals, and ICT continued and
even increased their level of activity significantly. Other sectors, primarily retail and
services (e.g. tourism, gastronomy and hospitality) have been seriously affected.
Therefore, the profile of the business structure should be considered when as-
sessing the impact of the pandemic.
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5. Access to financing: First, there is growing uncertainty about the future evolu-
tion of markets and expected returns, a situation that is more acute in the case
of early-stage investments. Second, investors and funds are closing investments
rounds that began at the end of 2019 and mostly making follow-on investments
within their portfolios in order to preserve the value of the companies they had
already backed. Thus, available funding can be expected to be channeled to
existing companies rather than to new projects and ventures.

Building on this conceptual model, we adjusted IDE scores with evidence and data
available by July 2020, or in some cases with an estimate based on the behaviour of
the same variables in the previous global crisis. This exercise focused on the impact
on the above-mentioned variables, while acknowledging that the real impact is
certainly much greater. Details on how we estimated the different impacts on these
variables and dimensions as well as the sources we utilized, are available in the
Methodological Annex at the end of this report.

70% of the fotal of 64 countries in the Index of Dynamic Entrepreneurship show declin-
ing conditions for entrepreneurship, evidencing the global scope of the impact of CO-
VID-19. In fact, among the most affected are both developed countries (e.g. the United
States and those from Europe) and emerging countries (e.g China, Hungary, Russial).

Lower IDE scores affect almost 90% of developed countries and two thirds of develop-
ing countries. While the impact of COVID-19 on conditions for entrepreneurship has
been widespread among developed countries, it has been more pronounced in those
relatively less developed due to their own structural weaknesses and economic vulner-
abilities. Average declines in IDE scores are around 6% in more developed countries,
and 8% in developing ones.

If we limit this exercise to computing only those dimensions for which it was
possible to calculate an adjusted value computing the impact generated by the
COVID-19 crisis, the results are much more conclusive: 80% of countries would
register IDE declines. More specifically, if we only consider those variables where
the information could be updated, we observe the following results:

- Seven countries would move from the group that barely experienced changes
in their overall Index value, down to the group of impacted countries.

- 13 impacted countries would move down to the group of those that were highly
affected.

- The negative impact continues to concentrate in developed countries, among
which all but one of 25 countries suffered a decline in their level of conditions
for entrepreneurship.

- Compared fo the broader adjustment exercise, the average decline observed
in this partial adjustment is greater across all the countries analyzed (11% vs. 7%
declinel, and again somewhat smaller in developed countries (10% vs. 12%).
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Several leading countries of the IDE ranking are among those that experienced the
greatest COVID-19 impact on their conditions for entrepreneurship. This produced
changes in the composition of both the top five and the top ten positions of the table.

The top five countries all record a decrease in IDE scores, and we observe a narrowed
distance between the leading two countries (the United States and the Netherlands)
and the three followers (Singapore, Germany and Finland), compared to the pre-pan-
demic table.

The United States continues to lead despite its five percentage point decline, which is
largely due to lower early-stage investor activity during the first half of 2020. Singapore
and Finland follow, rising in the ranking over the Netherlands which dropped from sec-
ond to fourth place. Germany also drops two places, taking the sixth position, allowing
Switzerland to rise fo the list of top five countries for dynamic entrepreneurship. In the
case of Germany and the Netherlands, their IDE setbacks are also primarily driven by
the weaker scores in the financing dimension.

Within the rest of the top ten, the greatest setbacks are recorded in the United King-
dom, Austria, and to a lesser extent, France. On the flipside, Japan rises to 10th place,
and South Korea and Belgium climb as well. Japan stands out for being one of the
few countries where investment activity grew in the first half of 2020, while in the case
of South Korea and Belgium, their rank improvement is relative fo the declines experi-
enced by competitor countries.

Other affected developed countries are Spain, Italy, Portugal, Hong Kong, Sweden and
Australia, although in the last four of these, setbacks did not translate into losing their
ranking positions. In Spain and ltaly, the decline is due to lower economic activity, which
led to a reduced spectrum of opportunities (demand conditions) and opportunity-driven
entfrepreneurial initiative (entrepreneurial human capital). In addition, Spain recorded
lower early-stage investor activity during the first half of 2020.

Among emerging countries, there are several setbacks. In Asia, China, Thailand and
the Philippines stand out. In Europe, Russia, Hungary and Croatia show the greatest
declines. In Latin America, Brazil, Mexico and Argentina show noticeable impact. For
the most part, these setbacks are explained by their significant economic slowdown
and the resulting negative impact not only on demand conditions, but also on entre-
preneurial intentions driven by opportunity (entrepreneurial human capital) - one of the
main pre-existing weaknesses of many of these countries.

At the same time, in these emerging countries investment in early-stage companies
declined significantly. The unprecedented nature of the crisis led to high levels of uncer-
tainty and casts doubts on expected recovery timelines, which explains why investors
seem fo be in stand-by mode or targeting their investments towards more developed
countries, their existing portfolios or later-stage (less risky) investment stages.
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Conditions for entrepreneurship after accounting for the COVID-19 impact

Adjusted IDE ranking Adi::;sgleE 2\(1)52'0 Adjusted IDE ranking Adigcsct)?gleE 2\(I)s2.0
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Demand conditions is the dimension first hit by the pandemic since the different govern-
ment measures for lock-down and shut-down of non-essential economic activities, as
well as the interruption in international trade, generated an immediate contractionary
effect on economies. Thus, the spectrum of opportunities for entrepreneurs narrowed.
This observation does not ignore the fact that some windows of opportunity widened in
cerfain niches or segments, such as technology, as a result of new needs that emerged
or of increased activities related to the health sector and medical equipment.

Three out of four countries experienced a setback in this dimension, with half of the
countries in the Index showing scores for demand conditions reduced by more than
five percentage points. Developed countries experienced this negative effect more
often than developing countries (92% vs. 69%) and, at least until now, also experienced
it in a more pronounced way (10% vs. 7% average decline). The greatest impacts can
be observed in North America (United States, Canadal), Mediterranean Europe (ltaly,
Spain, Portugal, and Greece), France, Ireland, and the United Kingdom. Not surpris-
ingly, some of these countries are also the ones that recorded the most impact of the
pandemic towards the end of the first half of 2020, both on their economies and their
health systems.

Emerging and developing countries with weaker demand conditions include Mexico,
Brazil, Croatia, Slovenia, Estonia, Thailand and India. In the last three cases, the decline
was more pronounced since they started 2020 with encouraging data and economic
growth rates close to 3% or even higher, as in the case of India. As such, their esti-
mates dropped significantly after the appearance of COVID-19.

In the case of China, the economy already showed indications of growth by July 2020,
which balanced its situation and made its IDE value for demand conditions resemble
the one reported for the beginning of 2020.

Other emerging countries such as Argentina had already reached 2020 with setbacks
in this dimension, so the influence of COVID-19 further complicated an already unfavor-
able scenario.
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The impact on demand conditions has so far been more
pronounced in the more developed countries

y
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The worsening economic situation viewed from the demand side correlates with the
supply side. In fact, the consequences of the pandemic affected countries’ business
structure, narrowing the space for entrepreneurial opportunities. However, setbacks
in this dimension were less widespread than in the case of the demand conditions.
Just over 6 out of 10 countries experienced reduced scores in this dimension (vs. 75%
in the case of demand conditions). On the one hand, this lower impact incidence may
be due to the crisis’ strong sectoral biases, such that the final balance depends on
the relative weight of the most affected sectors vis-a-vis the least affected (or even
benefited) sectors in a given economy. Furthermore, the impact was not uniform
even within the industrial sector. For example, while the food and beverages sector
remained relatively unchanged, the apparel, automotive, or machinery and equip-
ment sectors were seriously affected.

Unlike the previous dimension, the impact on the business structure variable was
similar in developed and developing countries. Among the most developed countries,
Italy, Canada, Spain, and to a lesser extent France and Portugal, appear fo be the most
affected. Among the emerging economies, India and some Eastern European coun-
tries, such as Slovakia and the Czech Republic, stand out. The case of China, where the
pandemic originated, is paradoxical since it is one of the few countries which shows a
slight recovery in production levels by the end of the first half of 2020.
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The COVID-19 crisis also caused business structure setbacks,
reducing the spectrum of opportunities in most of the countries
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Along with the direct consequences from lower economic activity and less space for
opportunities, the COVID-19 crisis also impacted entrepreneurial human capital and
its determinants, such as social conditions.

The entrepreneurial intention of those entrepreneurs motivated by perceived opportuni-
ties decreased along the spectrum of opportunities itself, causing setbacks in entrepre-
neurial human capital. Out estimates show that seven out of ten countries suffered a
significant impact on this variable, with an average decline of 11 percentage points.
Among the countries most affected in terms of entrepreneurial human capital are
several of the most developed countries that lead the IDE ranking, such as the United
States or the Netherlands, as well as other European economies that have been seri-
ously affected by the pandemic such as Italy, Spain, France and the United Kingdom.
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Europe’s emerging economies also stand out for their declines in this variable. Scores
for Croatia, Slovenia, Estonia and Latvia declined by 10% or more in this dimension,
leading to them losing three to five points in the entrepreneurial human capital ranking.
Finally, Argentina, Mexico, Thailand and South Africa complete the set of the emerging
countries most affected in terms of lower entrepreneurial human capital.

The decline in economic activity negatively affects the motivation
to start a business in the most affected countries
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The slump in economic activity as a result of the COVID-19 pandemic not only
discourages those who were motivated to start a business, but it also affects the
social bases for the emergence of new dynamic entrepreneurs given the negative
impact on social conditions, both due fo lower incomes and rising unemployment.
Both dynamics led to an increase in necessity-based ventures and lower dynamic,
opportunity-based entrepreneurship.

In total, half of the countries saw a deterioration in social conditions during the first
half of 2020. However, the magnitude of the deterioration is somewhat greater
among the deveoping countries (9% vs. 5%). As mentioned earlier, the greater
vulnerability of these countries, together with their structural deficits in terms of social
conditions, explain this greater impact from the crisis. Among the most developed
countries, the most important setbacks occurred in the United States, Ireland, Portu-
gal and Spain, while Venezuela, South Africa, Turkey and Brazil stand out among the
least developed ones.
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Finally, in terms of financing, the countries included in the Index show a significant
slump, with an average decline of 27 percentage points. As in the other variables, this
negative effect is more widespread among more developed countries than in develop-
ing countries, although the level of decline is somewhat more higher in the latter (31%
vs. 24%). The largest declines in financing are particularly concentrated in emerging
countries, with China, Russia and Hungary standing out. In these countries, investment
activity in the early stages dropped significantly in the first half of 20202°.

o000

20. It should be noted that the impact of
lower investment activity has a different
effect depending on the size of the formal
and informal VC industry in each country.

Among the most developed countries, the main declines occurred in Hong Kong, the
Netherlands, Australia and Portugal, with scores lower by more than 30%. The most
important markets such as the United States, Germany or the United Kingdom show
declines of 20%, while Israel, India or Singapore with setbacks close to 15%. The only

country that registered growth in investment activity in the second half of 2020 was
Japan with a growth of 23 percentage points.

Early stage investment dynamics continued
during the pandemic, although at lower levels than
at the beginning of 2020
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Where the supply was already scarce before
the pandemic, the decline affects a smaller
number of ventures, than where it is was
more widely available.

i35



In general, investments continued amid the pandemic, although at lower levels than

it had been in 2019 - a record year in terms of investment volumes in new companies.
It is worth mentioning that the last few years were very positive for investment funds,
which atftracted new resources, had liquidity and were geared for allocation. Despite
the pandemic, investors continued to support companies in their portfolios to help them
survive the crisis, avoiding further losses in the value of their portfolios.

At the same time, since the onset of the pandemic the due diligence and the closing of
deals are being conducted remotely. This brought a greater concentration on compa-
nies that were already known in the market or where there are players who provide
references or signals of valuable opportunities for investors. Similarly, given the strong
uncertainty, there has been more activity in later stages of the financing cycle with
fewer but larger investments in more mature companies and where due diligence is
easier. Will this continue to be the case in the future? How will the fundraising, which

is affected today, continue to evolve? What will this mean for new ventures looking for
their first rounds of investment? These are interesting questions to which we will return
in the section on future scenarios.

In summary, this analytical exercise to assess the impacts of COVID-19 on conditions for
entrepreneurship yields an unfavorable outlook where 7 out of 10 countries are mov-
ing backwards in their conditions for entrepreneurship. Although setbacks have been
more frequent among developed nations in the first half of 2020, developing countries
absorbed a greater impact due to their greater vulnerability to external shocks.

Anficipating the future evolution of ecosystems raises important questions given that
the full effects of the pandemic on the economy have not yet been recorded. Several
countries are still experiencing their national peak of the pandemic at the time of writ-
ing this report, and the incidence of new outbreaks in several developed countries is
still unknown. A more precise impact assessment will be possible next year, as data
becomes available.

Nonetheless, based on the existing information, different scenarios for the future evo-
lution of each of the IDE dimensions can be imagined. In the next section, we present
an exercise of collective imagination between prominent international thought-
leaders in entrepreneurship, where frends and possible medium-term scenarios for
ecosystems are identified.
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part 03

IMAGINING
ECOSYSTEMS AFTER
THE PANDEMIC



The emergence of COVID-19 and its economic and social consequences are generat-
ing important changes both globally and in our individual lives. The pandemic swept
practically all countries, and by now we can be almost certain that “things won't go
back to the way they were before.”

Predicting how the most affected variables of an ecosystem will evolve is a complex

intellectual exercise, not only because we must take into account a number of interrela-

ted factors, but fundamentally because the pandemic is still underway. In other words,
the full effects of this crisis have yet to be seen. Moreover, recent second waves of
outbreaks add additional uncertainty about when the pandemic will be really over.

However astonished we may be to see the current effects of the pandemic, we cannot
afford to paralyze. Beyond finding ways to alleviate the immediate impact, we also
need to think about the future. This is even more urgent in the case of the entrepreneu-
rial economy since action is very much the essence of starting up. As observed in re-
cent months, governments, institutions and entrepreneurs have been trying to provide
various solutions to problems as they emerged from a deepening crisis. These reactive
actions were primarily mofivated by a survival instinct. The next step is to bet on longer-
term solutions that will help us exit the pandemic and build a new normal.

This section therefore seeks to provide insights info frends and possible scenarios
that can shape fomorrow's entrepreneurship ecosystems. Our goal is to contribute to
action-oriented thinking aimed at leveraging opportunities and mitigating risks.

Inspired by Einstein’s phrase at the opening of this section, we proposed a collective
scenario-building exercise to capture the likely characteristics of post-pandemic entre-
preneurial ecosystems. In other words, how do we imagine entrepreneurial ecosys-
tems in the medium term, three years from now? The obijective is to trigger strategic
thinking processes with results that can serve as starting points for each country to
adjust to their specific context.

The first step was to review and discuss several documents elaborated during these
months in order to capture the most distinguished trends and features of the new
scenarios envisaged in the post pandemic world (academic papers, reports from
consultancy firms and multilateral organizations, and newspaper articles)?. Based on
these trends we elaborated several rival hypotheses about the way in which these
transformations would affect the different systemic dimensions that influence dynamic
entrepreneurship. These hypotheses were then shared with a group of experts to cap-
ture their thoughts on the trends that will mold the future ecosystems.

This group of experts include thought leaders affiliated with highly-respected entities
from across the globe. Entrepreneurs, academics, leaders of support organizations,
investors, government officials and senior economists at multilateral organizations
accepted our challenge to identify the trends and engaged in this collective exercise
about the ecosystems of the future. To all of them, our sincere thanks for their collabo-
ration and invaluable contributions.

21. Some of these documents include, for
instance, World Economic Forum (2020):
“COVID-19 Risks Outlook A Preliminary Map-
ping and Its Implications”. World Economic
Forum in partnership with Marsh & McLen-
nan and Zurich Insurance Group;

Global Entrepreneurship Monitor (2020)
“Diagnosing Covid-19 impacts on entre-
preneurship. Exploring policy remedies for
recovery”. Babson Global Sponsor & Shopify;
Human Development Perspective (2020):
Covid-19 and Human Development: Asses-
sing The crisis, envisioning the Recovery.
United Nations Development Program;
UNTACD (2020): The Covid Shock to deve-
loping Countries: Towards a “whatever it
takes” programme for the two-thirds of the
world’s population being left behind. United
Nations/GDS/INF; KPMG Private Enterpri-

se (2020) Venture Pulse Q12020. KPMG
International;

ECLAC (2020) Informe sobre el impacto
econdémico en América Latina y el Caribe de
la enfermedad por Coronavirus (COVID-19);
Lund, S.; Manyika, J; Woetzel, J; Barriball,

E Krishman, M; Alicke K, Birshman, M,
George, K;

Smit, S., Swan, D & Hutzeler, K (2020): “Risk,
resilience, and rebalancing in global value
chains”, Mckinsey Global Institute. McKinsey
& Company. Isenberg, D., & Di Fiore, A.
(2020). Entrepreneurs: how to change

your business model in the pandemic. LSE
Business Review.

KPMG (2020) Government and institution
measures in response fo COVID-19. OECD
(2020) OECD Economic Outlook, June 2020.
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Below we introduce a set of overarching socio-economic trends that are likely to shape
the ecosystems of the future. Then, we describe the possible scenarios that emerged
from the group interviews where experts discussed how these forces will impact condi-
tions for entrepreneurship. Finally, we conclude with a set of policy implications arising

from this exercise.

What are the maijor trends that will shape the general context in which entrepreneurial
ecosystems will be situated in the medium term? A few of these trends were slowly
underway in recent years, but then gained momentum in 2020. Other trends clearly
emerged as a direct result of the COVID-19 pandemic.
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Economic recovery and social inequality

First, regarding the global economy, the different experts largely expected a recovery
scenario, even when they expressed doubts about its pace and scope. At the same
time, government relief policies, along with surpluses generated globally in the years
prior to the pandemic, will likely lead to a financial scenario in which high liquidity
and low inferest rates prevail, and coexist with significant levels of indebtedness and
bankruptcies??.

Another ‘sign of the times’ is associated with growing levels of inequality, unemploy-
ment, poverty and polarized societies. Without doubt, these negative results will be
stronger in those countries where pre-pandemic structures were already weak?,

A greater role of government

In this context, it is expected that the role of government in economic activity will be
greater than recently observed, either because of its enlarged role in assisting those most
affected by the crisis or in promoting the restructuring and revitalization of the economy.
In fact, since the onset of the pandemic, even those governments considered fo be more
orthodox launched significant support schemes for affected individuals and companies,
while committing significant funds for research and the search for a vaccine?.

However, the continuity of these efforts in the medium term and their impact will be de-
termined, to a large extent, by each country’s ability to deploy fiscal policies in a context
of higher public debt. Therefore, the general trend towards a greater role of govern-
ment should be interpreted in the context of each country’s intervention capabilities.
Moreover, higher government intervention does not always imply a closely articulated
recovery strategy building on private sector muscle. This is why the scenarios and
general trends discussed below must be interpreted in accordance to these nuances in
each particular ecosystem.

Demand affected by changes in consumption patterns and
their spatial distribution

Changed consumption patterns are expected, beyond those altered by the negative effects
of the pandemic on the social scenario. These changes in consumption preferences will
impact the levels of household spending, and ultimately, demand conditions and busi-
ness opportunities?. In addition, as mentioned by some of the participating experts, social
isolation has led consumers fo rearrange their preferences, prioritizing the most necessary
goods and services (must have) over superfluous ones (nice to have). At the same time,
e-commerce channels continue to grow rapidly. Social interaction has lost ground and

the home has regained importance, as have family life and working from home. The new
consumer will seek to combine physical distance with social connectedness.

In addition, the spatial distribution of consumption is changing due to the increased
value placed on smaller cities over large metropolitan areas. During the pandemic,
urban agglomerations were seen as riskier and that led an important part of society to
appreciate smaller communities. Some even decided to move to smaller cities, where
entfrepreneurial ecosystems are now stronger due to the incorporation of people with
high levels of training, experience and networks.

22. World Economic Forum (2020): “COVID-19
Risks Outlook A Preliminary Mapping and

Its Implications”. World Economic Forum In
partnership with Marsh & McLennan and
Zurich Insurance Group.

23. Human Development Perspective (2020):
Covid-19 and Human Development: Asses-
sing The crisis, envisioning the Recovery.
United Nations Development Program;
UNTACD (2020): The Covid Shock to deve-
loping Countries: Towards a “whatever it
takes” programme for the two-thirds of the
world’s population being left behind. United
Nations/GDS/INF.

24. KPMG (2020) Government and institution
measures in response to COVID-19.

24. KPMG (2020) Government and institution
measures in response to COVID-19.

25. Isenberg, D., & Di Fiore, A. (2020). Entre-
preneurs: how to change your business mo-
del in the pandemic. LSE Business Review;
Isenberg D. & Schultz, E. (2020) Opportunities
for entrepreneurs in the pandemic and
beyond.
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Safe separation: because of the pandemic, we realize that physical proximity is
5 not as essential as we assumed for long time. That would generate new opportu-
nities from manufacturing fo medicine.

enduring Physically apart, yet socially together (PAST): new needs from all kinds would
drivers for emerge from these situations where social interaction is as important as physical
opportunities  separation.

in the Flexible resilience: the need for an agile response to accelerating pandemics
pandemic would drive changes in the planning and operation of organizations and new op-
world portunities will arise for new forms of coordination and supply management.

Home centrality: Homes are being rapidly reimagined as office and homeschool
spaces. They also will become a sanctuary where to feel safe and support physi-
cally apart but socially fogether activities.

Distributed knowledge: More than ever distributed knowledge is getting an even
bigger boost and will impact the way we get information, how we get educated
how governments govern and how civic organizations operate.

extracted from Isenberg
D. & Schultz, E. Opportu-
nities for entrepreneurs
in the pandemic and
beyond, April 2020.
Medium.com

The speed of technological change and the reconfiguration
of global value chains

The accelerating pace of technological change will have an impact on the spectrum of
business opportunities. The massification of the digital economy driven by platforms
and fintech, will be complemented by the growing footprint of biotechnology, advanced
manufacturing and automatization?. The production and lifecycle of goods and
services which are sensitive to the speed of technological change will be dramatically
affected, with a compounded effect arising from changes in job functions and working
arrangements (e.g. teleworking).

The pandemic also deepened doubts about corporate strategies that seek to leverage
the microeconomic advantages of globalization. As a result, a reconfiguration of global
value chains is expected. Matters of containing risk in obtaining supplies and build-
ing resilience against potential future shocks (e.g. pandemics, climate disasters and
geopolitical crises, etc.) will very likely spur a process of value chain reconfiguration, in
which companies will seek new suppliers, either closer to the parent companies (near-
shoring) or by internalizing activities altogether (re-shoring)?’.

With this general framework of megatrends in mind, and under conditions of high levels of
uncertainty, we arrived at the following future scenarios for entrepreneurial ecosystems.

Medium-term scenarios for entrepreneurship ecosystems

Next, we present stylized results of the scenario-building exercise for entrepreneur-
ship ecosystems (three years from now). As noted in the introduction, the objective was
to identify the forces that can shape the systemic conditions measured by the IDE and
how these can affect ecosystems in the medium term. The intention is not to define

the probabilities of certain scenarios occurring, but rather to offer a guiding roadmap
so that each country can carry out more specific exercises to arrive at the most likely,
specific scenarios for their ecosystems.

To allow readers to more easily navigate the results, we present on the one hand the
optimistic opinions, and on the other, the more skeptical and negative ones. This does
not mean that particular experts were consistently optimistic or pessimistic about the

26. World Economic Forum (2020): “COVID-19
Risks Outlook A Preliminary Mapping and
Its Implications”. World Economic Forum In
partnership with Marsh & McLennan and
Zurich Insurance Group

27.Llund, S.; Manyika, J; Woetzel, J; Barriball,
E Krishman, M; Alicke K, Birshman, M, Geor-
ge, K; Smit, S., Swan, D & Hutzeler, K (2020):
“Risk, resilience, and rebalancing in global
value chains”, Mckinsey Global Institute.
McKinsey & Company
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different variables addressed. Moreover, it should not be inferred from this analysis
that these are dichotomous scenarios, combining either totally favorable conditions or
totally unfavorable ones. On the contrary, the value of this exercise was that it allowed
for the identification of different trends that can be combined in different ways, giving
rise to complex scenarios in which contradictory forces can coexist. Finally, it is impor-
tant to note that the incidence and intensity of each of the forces may vary depending
on the starting point of each ecosystem and its trajectory prior to the pandemic. In other
words, it is a “compass” that each ecosystem can use to replicate this scenario-build-
ing exercise as they design strategies aimed at building the future.

First, we present how different forces will influence the business opportunity space;
then those that will affect entrepreneurial human capital and its determining factors,
followed by an analysis of the expected trends in terms of support and resources for
entrepreneurs. Finally, we offer a 360-degree overview.

Several experts shared a positive expectation regarding the future expansion of op- The acceleration of major indus-
portunities for new and young companies. These would arise from the combination of tries due to technological change
several forces: will definitively create more op-
a. the economic reconstruction, with its associated demands for goods and services; portunities.

b. altered consumption patterns;

¢. aSchumpeterian process of creative destruction linked to digitalization and rapid
technological change;

d. the reconfiguration of global value chains;

e. expansion of open innovation strategies; and

f. systemic collaboration around science and technology.

Regarding the opportunities associated with changes in consumption patterns, the
optimistic outlook emphasizes the highly-dynamic role of new technologies and Inter-
net marketing channels. In this sense, we can expect consumption habits and the new
needs of the post-pandemic world to expand businesses opportunities for those en-
trepreneurs capable of interpreting the drivers of change (e.g. telework, telemedicine,
virtual education, interactive leisure, etc.) and the context of accelerating technological
change (e.g. the 5G world, Industry 4.0, fintech, digitalization).

At the same time, the reconfiguration of global value chains could also have a posi- Analytical models for global value
tive effect on the availability of business opportunities. The persistent uncertainty related chains must consider not just ef-
to the pandemic-induced crisis and the ongoing U.S.-China conflict is expected to lead ficiency, but also resilience.

large companies to relocate their supplies to regions closer to their headquarters (near-
shoring) and even in-house (re-shoring). These companies would be more willing to
accept greater redundancies (more suppliers for the same input, higher stocks) in ex-
change for greater resilience, even at the cost of losing efficiency. This shift from global
chains to regional value chains will stimulate new demands, opening opportunities for
new and young companies, especially in the developing countries that stand to benefit
from this relocation. As import substitution is generally favored, the market for new and
young companies could expand.

In addition, large companies’ open innovation strategies would multiply new op-
portunities for entrepreneurs. After the first shock of the pandemic is over, it is expected
that such open innovation strategies will regain vitality, especially in the sectors most
aligned with the “new normal” (ICT, health, biotechnology). At the same time, growing
pressures to keep pace with an accelerating technological race would lead corpora-
tions to adopt open innovation models more decisively.
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A final source of expanded opportunities, especially for the most innovative ventures,
such as those with a scientific and technological base, is the recent boost in both public
and private R&D activities. The pandemic is elevating the value placed on the role of
science, resulting in increased collaboration between academia, companies, entrepre-
neurs and the government. This could give way to the adoption of long-term research
agendas that are more closely aligned with social and business challenges.

These opfimistic views stand in contrast to those expressed by more skeptic experts who
raised questions about the resulting net balance of opportunities that are born versus those
that disappear. Although they agreed that there will be new (and different) opportunities,
they did not risk to conclude whether the final balance of the amount and strength of op-
portunities will be higher or lower than at present. In fact, their views cast certain doubts on
whether new business opportunities could drive a new phase of economic growth.

There were also those who believed that the dynamism in consumer demands will
decline, in the context of poorer societies that purchase less and tend to limit their
expenses on superfluous goods and services.

From this skeptic perspective, the reconfiguration of global value chains will only
impact certain regions. That is, new opportunities would become available only
in those countries where firms are already engaged, or can easily start engaging,
in existing supply chains. These firms would in turn have to be able to generate
multiplier effects on local new and young companies. In addition, many of these
firms and countries will have to overcome business environment barriers, or catch
up fo meet technical standards. Finally, tapping these opportunities will require a
certain level of relational capital and a set of skills and knowledge that not all new
and young companies have. In other words, opportunities will be created, but in
order to seize them, barriers will need to be addressed. Governments, businesses
and ecosystem organizations would need to stay alert to capitalize on this frend
and work on these different fronts.

Skepticism around the role of large companies in generating opportunities also relate
to concerns about a slow recovery, with numerous company closures. Some also held
the opinion that many corporations do not frust strategies based on collaboration with
new and young companies, especially in a field as sensitive as innovation. In addition,
they expressed fears that large companies could absorb the benefits of innovation, to
the detriment of entrepreneurs, or even implement aggressive acquisition strategies
aimed at limiting market competition — an issue currently under debate in Europe and
in the United States Congress.

An infermediate position emerged among those who imagined a future of continuing
hybrid strategies, such that traditional innovation and open innovation will coexist
within any given sector and, even within any given company. Advancing in this direc-
tion will not only depend on large corporations, but also on how proactive entrepre-
neurs are in connecting with large companies, their innovative capacity, as well as the
role of public policies and ecosystem organizations.

Finally, with respect to the future evolution of R&D activities and ifs impact on the
emergence of new opportunities for innovative ventures, the pessimistic view maintains
that growing uncertainty will generate shorter-term behaviors and discourage private
investments in R&D. For their part, fiscal restrictions and the persistence of other priori-
ties related to rebuilding economies and addressing social emergencies will have a
negative impact on the allocation of public resources to R&D. For others, there will be
significant regional contrasts. In this view, R&D activities will likely increase in devel-
oped countries, with the opposite occurring across most developing countries.

As some opportunities are open-
ing up, others are disappearing.
So, the net balance is uncertain. ..
Opportunities will be different.
There going to be different oppor-
tunities for different companies.
Daniel Isenberg, Babson College

| think it is especially important

to consider the reprioritization of
consumers’ needs faking place right
now. During the pandemic we have
asked ourselves: what do we really
need? As consumers, we are re-
valuing goods and services we used
to buy and de-prioritizing others.
Elizabeth Hoffecker, MIT

Nearshoring strategies will benefit
those countries which have sup-
pliers for lead firms located in the
same region. But supplier firms for
lead firms elsewhere may face the
risk of being crowded-out. There is
a regional dimension that is impor-
tant and modifies the opportunities
for startups and local firms.

Carlo Pietrobelli, University Roma
Tre and UNU-MERIT

We can look beyond the dichotomy
between open and close innovation
because there are many interme-
diate ways. There are new forms

of alliances and collaborations
between large firms and startups.
Keoun Lee,

Seoul National University

The increase in uncertainty will have
long-term effects because uncer-
tainty tfends to reduce the incentives
to focus on the longer term, and re-
wards short-term investments. This
is dangerous because it will reduce
investments in innovation, research,
and development.

Carlo Pietrobelli, University of
Roma Tre and UNU-MERIT
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If we consider how frequent each these different opinions were expressed, optimistic
scenarios for business opportunities prevail. This outlook would be challenged by

the questions about the net balance of new opportunities and those that disappear

or decline. In this sense, the dynamic sources of opportunities would impact different
countries in different ways. Special attention should be placed on the proactive actions
required from governments and other ecosystem actors in order for their economies to
benefit from the opportunities generated by the various driving forces described above.

Business opportunities
Possible scenarios

Sources of expanded business oppor-
tunities:

e economic reconstruction

¢ altered consumption patterns

* reconfiguration of global value chains
¢ widespread Schumpeterian disrup-
tion; accelerating technological change

New opportunities arise due to changes
in supply strategies (near-shoring and
re-shoring), and the search for grea-
ter supply chain resilience. There is a
growing trend towards self-sufficiency
in critical inputs and goods.

Large companies recover, especially
in ICTs and biotechnology, generating
greater opportunities via their open
innovation strategies.

The commitment to R&D (public and
private) grows within the framework of
greater collaboration, mission-oriented
policies, and research agendas more
closely aligned with demands from
companies and society.

Uncertainty around the economic reco-
very persists.

The general level of consumption by
important segments of the population
declines, prioritizing essential (non-
superfluous) consumption.

There is a question mark about the net
balance of new opportunities and those
that disappear.

Near-shoring and re-shoring are limited
to regions and countries that have ma-
nagerial and entrepreneurial capacities.

The recovery of corporations is slow
and some close altogether. The impact
of open innovation is low due to:

¢ limited commitment of corporations
to collaborative innovation

¢ risk of behavior is contrary to innova-
tion and entrepreneurship

¢ lack of innovative and relational
capacities of entrepreneurs

In the face of uncertainty, short-term
behaviors predominate among large
companies.

R&D investments decline due to budget
constraints and competing priorities.

Only a few developed countries ma-
nage to implement mission-oriented
policies; there are significant contrasts
between regions and countries.
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Along with the availability of opportunities, it is key to determine whether there will
be entrepreneurs capable of capitalizing on them. Here, we must consider individu-
als” ability to identify and build on opportunities with a vocation and ambition to
transform them into companies that can grow. We heard a variety of views from the
experts we consulted, but pessimistic views tended to predominate, with an im-
pression that necessity-based entrepreneurship will become dominant. In a context
of post-crisis higher unemployment and poverty, people would favor job stability and
avoid risk-taking. Those with the skills and resources would be less likely to leave
their jobs to create dynamic enterprises. In addition, the lower strength of middle-
class segments, from which these types of entrepreneurs often emerge, will weaken
the social foundations for dynamic entrepreneurship.

In this scenario, several interviewees emphasized that only a small segment of the
population will have the necessary capacities, contacts and resources o be able to
identify and seize new business opportunities. These individuals will be the ones most
likely to tap technology-enabled distance learning and training opportunities, further
widening the gap for those who lack such advantages.

This scenario is compounded by doubts about whether the education system can
level the playing field in terms of entrepreneurial skills and abilities. Growing inequality
would make it difficult for a large part of the population to access education and new
technologies. In addition, there will be wider quality gaps between educational institu-
tions, to the detriment of public institutions and those with fewer resources. There were
also doubts about educators’ ability fo adapt content and methodologies to the virtual
format. All this would yield an unfavorable scenario.

These trends must be analyzed along cultural dimensions because the desire fo start
a business is often influenced by the opinions, beliefs and values of society. In this
sense, skeptical experts argued that company layoffs could shed a negative light on
business leaders, and that entrepreneurs could end up being viewed in that bad light
as well, narrowing people’s perspective to just their perceived individualistic behaviors.
Similarly, in a context of uncertainty, people’s heightened security needs would increase
the value placed on employment relationships and the propensity of people to pas-
sively wait for the public sector to arrive at solutions to address the crisis, rather than to
actively participate in generating and managing responses.

On the other hand, those who presented a more optimistic vision regarding the num-
ber of entrepreneurs capable of capitalizing on opportunities highlighted the reduced
opportunity cost of starting a business. This would result from the effect of companies
in critical situations, particularly the largest ones, on unemployment and wages. By not
finding a path for career-development inside existing companies, skilled talent would
be released, increasing the pool of potential founders of dynamic and innovative ven-
tures. At the same time, as a result of the crisis, there would be an abundance of idle
resources accessible fo entrepreneurs at lower costs.

At the same time, new technologies would democratize access to training and tools
for those who wish to start a business, and even make resources outside national bor-
ders reachable. Furthermore, in their opinion, the types of training spaces would also
expand to include formal education institutions but also companies and organizations
in the ecosystem that fulfill this mission.

In contrast to the views presented above, there were also experts who held a favorable
opinion about the evolution of cultural aspects. For example, they expect the social value
of entrepreneurs to grow because they would be increasingly perceived as contributing
to the economic recovery, making more people be inclined fo choose the path of entre-
preneurship. Others think that the levels of cultural capital will be segmented, meaning

Opportunity-based entrepreneurs
will likely diminish in relative terms
because people are seeing an
uncertain horizon.

Opportunities will likely concentrate
among those people who have
the privilege of not having to worry
about next month’s paycheck. The
entrepreneurs that emerge will

be those from the most privileged
backgrounds and universities.

Now is not the time for company
exifs to be the main indicator of
success because that is too alien to
reality. To the extent that the social
impact of a business can become
more tangible, there is a great
opportunity to expand the value
placed on entrepreneurship.
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that it will not apply equally to all entrepreneurs, but rather favor purpose-driven entre-
preneurs who seek to exert an impact beyond economic results. Finally, entrepreneurial
attitudes could increase, because the fragility of companies and institutions evidenced
during the crisis would tend o unleash greater trust on individual forces.

A matter of interest, which arose in some of the interviews, is that regardless of
whether it will be a world with more or fewer entrepreneurs, it will be enriched with
new business models and venture profiles, which will seek to creatively solve new
social challenges (e.g. food security, environmental, etc.) by leveraging new technolo-
gies. In this scenario, the perspective on high-growth entrepreneurs will broaden to
capture those that are able to provide valuable solutions as a key variable in their
entrepreneurial dynamism.

In summary, returning to the question that started this section, the possibility of taking
advantage of new business opportunities will depend on which of the previously described
trends - several of which could coexist - end up prevailing in each society. Which will prevail
depends on structural, social, cultural and economic conditions, which means that public
policies should leverage positive forces and neutralize unfavorable ones in order for entre-
preneurial vocations and capacities to emerge. These public policies can range from the
most general (e.g. those aimed at the educational system and expanding access to new
technologies), fo the more specific programs fo support potential entrepreneurs. Otherwise,
the opportunities would be seized by mature companies and by a limited segment of
entrepreneurs with the skills, resources, and networks fo do so.

What we mean by dynamic
entrepreneurship and high growth
firms is going to change. There are
going to be new models, new ap-
proaches... . We need people that
can help think about new solutions.

The definition of dynamic entrepre-
neurship would will likely expand
to refer to dealing dynamically to
problems of various types.
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Entrepreneurial human capital, culture & education
Possible scenarios

The pool of potential dynamic en-
trepreneurs expands due to lower
opportunity costs of starting a busi-
ness. Difficulties in existing companies,
especially in the larger ones, release
talent that expand the entrepreneurial
human capital.

The abundance of idle resources
lowers access costs and stimulates the
emergence of opportunity-oriented
entrepreneurs.

There is a greater diversity of profiles
of dynamic entrepreneurs due to the
higher numbers of purpose-driven
entrepreneurs.

The propensity to start a business
increases because society places a
higher value on entrepreneurs, who
are seen as key actors in the economic
reconstruction.

Entrepreneurial attitudes grow in socie-
ty given the need to trust in one’s own
forces in face of fragile companies and
institutions.

Opportunities to access entrepreneurial
training expand thanks to technology
and social networks.

®®@®® @ Thepool of potential dynamic entrepre-
@®®
®

neurs is smaller. Given labor market ins-
tability, there is a greater aversion fo risk
and preference for stable employment.
What grows is necessity-based entrepre-
neurship, giving rise fo subsistence-driven
microenterprises.

The lower presence of the middle classes
narrows the social foundations from
which dynamic entrepreneurs emerge.

Only a limited segment of the population
has the skills, contacts and resources
necessary fo act on new opportunities.

The perception of entrepreneurs worsens
as they are associated with individualistic
and opportunistic behaviors.

There is a more passive aftitude in society,
which trusts that solutions will basically
come from the government, instead of
generating proactive responses.

The technology gap between educational
institutions widens, and barriers to access
education are higher.
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Entrepreneurship resources and support

From a systemic perspective, in addition to opportunities and entrepreneurs, social and
financial capital is necessary to launch projects. This social capital allows entrepreneurs
to develop networks and find resources of different kinds, including finance.. All of this
within a framework of favorable policies and regulations for entrepreneurship. How do
we expect these dimensions to evolve in the future?

Social capital and networks

For the most optimistic, the context of the pandemic and isolation have helped build
greater levels of trust. As people demonstrated greater solidarity and a more collab-
orative spirit, social capital strengthened. This is an important development since we
can expect higher demand for entrepreneur support and a greater need for articula-
tion between the different actors of the ecosystem. In this sense, new technologies
would play a key role, facilitating access to high-profile contacts that were previously
out of reach for many. Interaction can therefore be expected to be faster and more
fluid in the medium term.

However, for the most pessimistic, self-isolation measures will likely persist for a
long time, and the bases of trust will deteriorate in a context of greater social frag-
mentation. They were also skeptical about the power of technology to open access to
new contacts for those outside certain circles or socioeconomic levels. Some experts
also pointed out that face-to-face encounters have a differential trust-building power
when people are getting know each other, which virtual encounters cannot offer.
Thus, the post-pandemic scenario would consolidate or even widen gaps in access
to social capital, and the duality between entrepreneurs with and without networks of
contacts would grow.

In terms of collaboration within ecosystems, it would only grow in cases where eco-
system players already had a platform for cooperation prior to the crisis that could
easily be put to use for joint initiatives. An opposite effect and unfavorable prospects
of collaboration would occur when institutions with weak response capabilities exist.
In this new context, the role of the “orchestrators” or “connectors” within networks will
become increasingly relevant to strenghten ecosystems.

Financing

Experts with the most hopeful views affirmed that, after an initial decline, levels of
financing for new and young firms are likely to recover to pre-pandemic levels.
The most cautions pointed out, however, that there is great uncertainty about the
long-term evolution of markets.

The first issue to consider is whether resources to invest will be available. In this regard,
the interviewed experts tended fo be positive given that high liquidity and low interest
rates are expected to predominate in the coming years. In addition, the favorable pre-cri-
sis investment performance in terms of the number of new funds and the levels of invest-
ment capital raised, bodes well for the medium term because it means that well-funded
sources exist. A further boost would come from the existing incentives to disburse the
already raised capital (i.e.: management fees). In addition, experts expect the pandemic
to leave a legacy of streamlined negotiation and due diligence processes, after having
had to perform them remotely and having had to rely on referrals. This positive scenario
would be further enhanced by the growing role of corporate venture capital and impact
investment funds, which are supported by multilateral organizations and some countries.

There is a great paradox in this
COVID-19 world. We are isolating
ourselves, but at the same time,
a great spirit of collaboration has
awaken.

Susana Garcia Robles,

Capria Ventures & LAVCA

As social capital wanes, it might
become harder to build trust and
social capital in a world dominated
by virtual networks.

Colin Mason,

University of Glasgow.

Ecosystems that have been col-
laborative will become even more
collaborative, while those less
collaborative ecosystems will see
a spike in the level of competition.
Marcelo Tedesco, GED

Technology has the potential to
connect people, but only through
linking actors; it will not happen
organically.

Elizabeth Hoffecker, MIT

There has to be a common thread,
or something that brings trust..

A third party or platform that
‘engineers’ collaboration will be
necessary.

Adenike Adeyemi,

FATE Foundation

In the very short term, resources
will likely be fewer, but in the me-
dium term (three years from now),
that trend will change, leading to a
new balance.

Oren Gershtein, Ideality Roads
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However, the majority of consulted experts also expressed that, at least initially,
investors will continue to seek to protect their existing portfolios through follow-
on investments to help the companies in which they had previously invested survive.
In addition, when considering the full investment cycle (i.e. not only disbursements
but also raising additional money) there were concerns that the effects of isolation
would negatively affect funds’ ability to raise additional money for investment,
given that negotiations depend on personal ties and face-to-face interactions. In this
case, the scenario could be very different from the one above.

Another relevant question has to do with the destination of funds. In this sense, some
agreed that investors would target broad sectors as long as the projects incorporate new
digital technologies to address needs associated with the reconstruction of the economy,
the digital transformation and new consumption patterns. At the same time, the growth
of impact investment would favor ventures that incorporate digital technologies to im-
prove the environment, and expand inclusion, among other social goals. Nonetheless,
some consulted experts expressed skepticism regarding the extent fo which investors
and fund managers are prepared to understand and evaluate these types of ventures.

Regarding the geographies that are expected to aftract investors, the most optimistic
considered that investors will search globally to find businesses, in a context in
which the lure of emerging markets, such as Asia, Eastern Europe and Latin America,
has grown in recent years. These markets can serve as “test beds” for new business
models, such as those related to solving environmental, health and food challenges,
or other problems generally associated with underdevelopment. In this context, we
can expect ecosystems to decentralize over time and new ecosystems to emerge
on the global map, a phenomenon also driven by the trend to place a higher value
on the local spaces.

In a more pessimistic scenario, investors would privilege only certain verticals associ-
ated with ICTs, the digitalization of the economy, biotechnology and health. In addition,
lower risk would be preferred, resulting in investments being channeled to later stages
of the financing cycle and to megadeals. This would result in a narrower development
of the supply of financial resources for entrepreneurs.

In addition, the maijority of experts imagined a more negative scenario in which
investments will flow towards the most developed ecosystems since they offer

a better balance of atfractive opportunities (innovation) and transaction costs. This
scenario could imply that high-potential entrepreneurs will seek to relocate to the top
ecosystems, even in greater waves than we have so far seen. As a result, existing
imbalances between the more mature ecosystems and the rest would increase.
Experts pointed out that only countries that have been working to improve conditions
for innovation and entrepreneurship in a sustained manner will be able to avoid the
negative impact of this trend.

Policies and regulations

A final aspect we analyzed was the role of government in post-pandemic ecosys-
tems. The most optimistic saw growing government attention to entrepreneurship
and innovation policies. However, even in a global context of greater government
intervention, we can expect significant differences across countries and regions.

The majority of experts expect that entrepreneurship and innovation policies will
first lose priority on governments’ agendas given budgetary restrictions and the
existence of other priorities associated with the social emergency and the recovery of
the sectors most affected by the crisis.

Fundraising will be very difficult. |
can’'timagine being able to secure
anchor investors without a face-to-
face meeting.

It is fime to invest in ‘must have’
and not ‘nice to have’ sectors. That
is, in those sectors with products
and services that provide access to
basic services.

Latin America can be that lab for
expansion, where a startup can
scale solutions across other devel-
oping countries, before targeting
other markets.

The geographic distribution is
unlikely to concentrate in just two
or three regions, but rather across
20 or 30 regions.

Entrepreneurs trying to raise
money for the first time will face
increasing difficulties, and would

have to bootstrap for a longer time.

After the immediate emergency,
entrepreneurship policies will most
certainly gain strength.

The entrepreneurship policy
agenda is currently losing atten-
tion, but as levels of uncertainty
lower with time, we will likely see
them as a priority.
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In the medium or long term, entrepreneurship and innovation policies will likely re-
gain importance. But they must first pass the litmus test of demonstrating an effective
contribution to their countries’ productive transformation and development. Meanwhile,
would tend to broaden. Previous eligibility criteria focusing only on high-growth
firms would tend to expand to include a broader set of firms capable of contributing
to the reconstruction and social transformation.

Experts agreed that developing broader instruments and intervention mechanisms
will become necessary. For instance, public-private partnerships and policies that
can boost demand (e.g. public procurement of innovation and incentives for corpo-
rate venturing) will likely gain relevance. As institutional decentralization advances,
innovation agencies and the most resilient and effective support organizations will
carve out a more important role in ecosystems.

While we can expect that entrepreneur support organizations will be called upon,
experts agreed that these organizations’ role will depend on their performance track
record and their previously-acquired capabilities. Support from governments for
these organizations is expected to be selective and to focus on those that can dem-
onstrate impact via stronger evaluation and audit methods.

Consulted experts also foresee regulatory reforms as governments seek to improve
the environment for entrepreneurship and innovation in the medium term. Precisely
with regards to regulations, an optimistic view prevailed, even when experts
acknowledged potentially significant heterogeneities between countries based on
different variables, such as institutional capabilities to reach agreements around the
required transformations. Among the regulatory aspects experts mentioned were
new, specific frameworks for new and young companies, revisions to bankruptcy
laws, the implementation of electronic government, and the creation of favorable
conditions for digital economy activities (cybersecurity, cryptocurrencies, and tele-
medicine, among others).

On the other hand, the most skeptical experts raised doubts about whether regula-
tions will truly favor entrepreneurs in practice, since they might, for example, end up
as nothing more than good intentions frustrated by implementation difficulties.

To sum up the scenario for entrepreneur support and resources:

- The possibilities offered by the acceleration of technological change will be tem-
pered by persisting limitations in access to social capital and the development of
networks. Those possibilities will likely continue to hinge on entrepreneurs’ starting
conditions and their socio-economic profiles.

= In terms of collaboration within ecosystems, this will largely depend on ecosystem
players’ historic predisposition and acquired capabilities to cooperate and articu-
late. This does not mean that the pandemic was not able to create a paradigm
shift, but the prevailing opinion is that previous trajectory will carry weight.

- Regarding investments, enfrepreneur financing will likely recover in the medium
term, after an initial focus mostly on portfolio preservation. But investments could
also continue to suffer if difficulties in raising new funds persist after the pan-
demic. Investors’ sector preferences could, in the medium term, cover a wider
range of activities, provided that business models prove to have digital technolo-
gies at their core. The financial gap in early-stage companies, however, will likely
continue to exist. Investors are expected to favor the most innovative ecosystems
with lower fransaction costs. As a result, gaps between regions will deepen.

Credentials will have to be re-
validated from the point of view of
entrepreneurship and innovation
policy, which in some countries,
unfortunately, were seen as
antagonistic to SME policies. That
logic will have to be broken.

The government focus should be
broad, promoting entrepreneurs
of all kinds and avoiding picking
winners.

Unless we change the way entre-
preneurship is promoted, it will be
seen as elitist.

For governments that failed in
developing skills, capabilities and
infrastructure to promote entre-
preneurs and innovation until

now, developing those skills and
capabilities in these days would be
almost a miracle.

After the crisis, there is going to
be more emphasis on impact and
impact evaluation.
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= Finally, entrepreneurship policies will likely lose their priority position on govern-
ment agendas at first. In the medium term, however, their relevance to the eco-
nomic recovery will elevate their importance. With this resurgence, experts expect
a greater emphasis on regulatory issues and on those instruments that seek to
expand demand, such as public procurement of innovation and incentives for
open innovation.

= In this context, the role of alliances between public and private institutions and
those ecosystem organizations with appropriate capabilities will grow.

Once again, as indicated for the scenarios of other IDE dimensions, in terms of sup-
port and resources for the creation and growth of companies, ecosystem leaders will
need a strategic agenda aimed at strengthening social capital, facilitating access to
resources, and proactively implementing innovative policies and regulations.
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Social capital and networks

They are strengthened by the increased
trust and higher collaborative spirit
evidenced during the pandemic.

New social media and communication
platforms make it easier to access
high-profile and previously out-of-
reach contacts, and enable faster,
smoother interaction.

Collaboration within the ecosystem
tends to grow due to the collective
initiatives that emerged during the
pandemic.

Access to financing

The supply of capital grows due to the
greater availability of funds and the
need for placing investments.

Investments are directed to a wide ran-
ge of activities relevant to the recons-
truction of the economy and that solve
post-pandemic needs through new
technologies.

Ecosystems in emerging countries ma-
nage to attract investors who see them
as test beds for new business models.

Policies and regulations

The importance of entrepreneurship
and innovation policies to address the
transformation of the economy increa-
ses. Revamped definitions of entrepre-
neurial profiles expand the concept

of dynamism, along the instruments
to encourage them (greater focus on
demand) and their implementation
modalities (public-private alliances).

Support institutions with adequate
capacities play a key role.

New regulatory frameworks favor new
companies and entrepreneurs. New
regulations open opportunities for acti-
vities related to digitalization.

Resources and support mechanisms for the creation and growth of businesses
Possible scenarios

Social capital and networks

Social capital deteriorates due to

social polarization. Only a segment of
entrepreneurs (those above certain so-
cioeconomic threshold) strengthen their
networks via technology.

Collaboration within the ecosystem only
improves in those with cultural condi-
tions and collaboration capabilities.

Entrepreneurs lose confidence in insti-
tutions which did not assist them during
the crisis, when support was needed.

Access to financing

The supply of entrepreneurial capital
will be affected by funds limited ability
to raise resources during the pandemic.

Investments concentrate on existing
portfolios, on more advanced stages, in
large operations, and in certain verti-
cals (due to the inertia and expertise of
investors; and their focus on technologi-
cal change).

Investments concentrate in the most
innovative ecosystems with the lowest
transaction costs, and gaps with other
ecosystems grow.

Policies and regulations

Policies and regulations for entre-
preneurship lose importance due to
budgetary restrictions and the need

to address the post-pandemic social
situation. Governments’ main objective
will be the protection and generation of
employment in existing companies.

The activities of support institutions are
limited due to governments’ greater
selectivity and focus on those that de-
monstrate capacities and impact.

Intentions to improve regulations fail to

translate into effective support due to
implementation difficulties.
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Based on the main trends discussed in the previous pages, the section below seeks fo offer

an overview that synthesizes the consulted experts’ predominant opinions and our own
view of the scenarios for ecosystems in a post-pandemic world. We also reflect on these
scenarios’ possible policy implications and present some areas of possible intervention.

After the pandemic, new business opportunities will emerge as a strong process of
Schumpeterian creative destruction takes place driven by the acceleration of technolo-
gical change, economic reconstruction efforts, changes in consumption patterns, the
reconfiguration of global value chains, and large companies’ hybrid innovation strate-
gies which will increasingly include working with new and young companies.

However, we can expect strong contrasts in terms of the intensity of these trends and
their ability to expand opportunities for entrepreneurs in developing versus developed
regions, and also across sectors. This gap would be augmented depending on the
strength of ecosystems’ science and technology platforms.

Public policies should encourage the capitalization of these opportunities, while also
considering each ecosystem’s starting point, strengths and limitations. From a strategic
perspective, meeting the demands associated with the reconstruction of the economy
is an unavoidable option. Entrepreneurs that move in that direction should be sup-
ported. Governments should also consider developing smart strategies to insert their
entrepreneurs info global value chains as these undergo reconfiguration, as well as
promote corporate innovation strategies that engage entrepreneurs.

In terms of the promotion of the knowledge economy and digitalization, these were of-
ten already part of governments’ pre-pandemic agendas. The task ahead is to deepen
and generalize this economic path.

Finally, in this scenario, the articulation between entrepreneurship, science and tech-
nology will depend on each country’s capabilities in these fields and on the size of the
investment the country can make in their future development.

The outlook for the immediate years may not be very encouraging with growing
inequality, unemployment and poverty driving necessity-based entrepreneurship over
dynamic potential particularly in developing countries. From a structural perspective,
the social bases from which entrepreneurial teams with dynamic potential emerge will
be limited in the longer term by the diminished size of the middle classes. At the same
time, barriers to access to education, technology and social capital will restrict the
skill-development path for significant portions of the population. This scenario will be
aggravated in countries that were weak in forming entrepreneurial human capital be-
fore the pandemic, or had difficulties with retaining it. This means that the development
gap among ecosystems is likely to widen in favor of those that were already more
developed unless special efforts are made to avoid that.

Cultural conditions, for its part, will be shaped by various co-existing and potentially
counteractive frends, which may have opposing effects. The balance of these forces is

Will these new opportunities be
enough to fillt the balance and
have an overall positive economic
and social outcome? or they will
be confined to areas of excellence
and a lot of the world would stay
behind?

What we are about to see is that
the inequality between leading
ecosystems and the rest of the
world is going to dramatically
increase.
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likely to vary across different countries. For example, anti-business sentiment related to
massive pandemic-related layoffs could coexist with a greater appreciation for entre-
preneurs as job creators during the recovery. Similarly, after an initial paralyzing shock
and increased aversion to risk, entrepreneurial attitudes could re-emerge in many
countries among segments of skilled people who, having lost confidence in existing
companies as places for career advancement, now consider building their own busi-
nesses. Low opportunity costs to start a business and low costs for idle resources in the
economy are likely to stimulate the development of these enterprises.

In this complex scenario, policymakers will confront significant challenges given the
combination of diverse and intricate forces. On the one hand, governments should
focus on implementing an agenda aimed at leveling the playing field, improving
access to quality education and developing entrepreneurial attitudes and capabilities.
Mass access to technology, for its part, constitutes a full chapter in itself, which must be
approached in its different dimensions to leverage its potential for skill development.
Policymakers should also pay attention to nurturing the emerging propensity to start a
business of specific segments of profesionals with technical skills and without a clear
and inmediate future in large companies.

Technology will make it possible to enhance social capital platforms for people who
already had a set of contacts. Unfortunately, because building trust is highly dependent
on face-to-face interactions, expectations for expanded access to quality networks are
unlikely to be realized. In addition, the socioeconomic profile of entrepreneurs matters
when it comes to developing networks in most of the societies. Thus, in this sense,
greater openness may not occur, and there’s a chance the opposite will occur.

The level and intensity of collaboration among ecosystem institutions will in turn de-
pend, to a large extent, on predominant pre-pandemic behaviors.

In other words, hopes for greater social and institutional capital in ecosystems raised
by the possibilities associated with the accelerated adoption of remote connection plat-
forms will run up against the limitations and conditions imposed by different social and
relational factors. Moreover, in a more unequal world, disparities in access to social
capital are likely to widen between segments of the population with different starting
conditions, and between ecosystems with different cooperation experiences.

In terms of financing, the difficulties in accessing investors and external capital that new
and young companies have experienced in most ecosystems due to the pandemic, will
likely persist. In the short term, investors will remain more concerned with safeguarding
the value of their portfolios via follow-on investments. After that, we expect that, for a
long time, new investments will favor certain verticals and the most advanced stages
of the financing cycle. In the medium term, the scope of allocated investments could
expand to the extent that ventures are related to new technologies. However, these
investment trends will not affect all regions in the same way, and will likely favor those
ecosystems that offer the most aftractive balance between potential returns on investment
and lower requirements to operate (transaction costs). As a result, gaps in access to
financing for entrepreneurs will likely widen between more developed and less develo-
ped ecosystems. This in turn could intensify “entrepreneurial drain” processes.

Finally, we can expect to see, after initial retractions, a prioritization of entrepreneurship
policies. Budgetary constraints resulting from the need to aftend to other emergencies
produced by the crisis will influence the evolution of this scenario. This will inevitably
impact the development of ecosystem institutions that depend on public support. The
eventual resurgence of entrepreneurship policies will likely bring renewed energy for

Job opportunities in large corpora-

tions will be diminished and hence
there would be an increased flux of
people thinking and willing to start

a new firm.

For entrepreneurs who already had
certain networks, it will be much
easier to establish contacts with
executives or people to whom they
previously did not have access.

Previously, it was more about
rhetoric, but now we are seeing
much more investment, much
more action from governments
and a lot of the key stakeholders.
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public-private partnerships, an expanded scope of target beneficiaries to include those
offering solutions to new redlities, and a renewed menu of instruments that seek to
boost demand conditions.

Against this background, entrepreneurship policymakers will face multiple challenges.
The most immediate one is surviving a period where their policy instruments will be
threatened. A key to success in this will be a greater articulation of entrepreneurship’s
contribution to other, broader policies and economic recovery. Designing evidence-
based policies will be more important than it is today.

Policymakers will also have to aftend to the needs of the overall entrepreneurship ecosys-
tem, and seek to strengthen — together with the private sector — the capabilities of support
institutions that empower entrepreneurs in the coming years. In each case, governments
and support organizations must account for the status of systemic gaps, and implement
packages of novel and powerful actions that leverage favorable trends and neutralize
threats. Only in this way will ecosystems be able to offer the resources and support requi-

red to capitalize on emerging opportunities in a post-pandemic world.

Actions that could help build positive future scenarios for ecosystems

Sources of new business opportunities:

-

-
-
-

Declining demand and greater
consumer austerity

Change in consumption patterns
Acceleration of technological change
Growth of corporations’ open
innovation sirategies

Relocation of global value chains that
tend to become regional chains

Boost trends that generate new opportunities for entrepreneurs
and young companies, promoting their generalization (e.g.:
digital fransformation programs for SMEs and e-government
with a set-aside for new and young companies; marketplaces
specialized in the sales of enfrepreneurs and young companies)

Expand demand for technological goods and services through
the development of technological infrastructure and democrati-
zing access fo it (i.e. closing the digital gap).

Policies to promote mission-based innovation linked to economic
and social development (e.g. green deal, health, food security).
Implement innovative public procurement programs with setf-
asides for startups and young companies.

Promote the emergence and development of starfups and scale
ups linked to new technological trends through special pro-
grams that combine different instruments (e.g. innovation hubs;
business development services; tax incentives).

Encourage linking startups and young companies with: a) large
companies (especially those that are part of value chains that are
relocating regionally), and b) R&D insfitutions.
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Entrepreneurial human capital and its

formative factors:

- Risk of setback in opportunity-based
and innovation-based new business
creation.

- Rise of new segments of professio-
nals with technical skills who are not
finding space to develop their careers
inside existing companies.

- Contradictory trends in the social
valuation of entrepreneurship.

- Wider gaps between institutions in
the sector (e.g.: in ferms of access to
technology)

Support mechanisms:

- Gaps in access to social capital.

- Limited access fo financing.

- Initial retracted aftention fo entrepre-
neurship policies.

- Risks of setback in regulations for new
technologies.

- Greater scrutiny on entrepreneur sup-
port institutions which receive public
sector support.

Encourage the development of technological platforms to streng-
then capabilities, knowledge and access to valuable connections
with current and potential entrepreneurs.

Raise awareness and provide support to new pools of potential
start-up founders who have the potential but also face higher
opportunity costs.

Promote the dissemination of positive role models (e.g.:
purpose-driven entrepreneurs)

Promote the establishment of regional youth clubs around tech-
nology and entrepreneurship.

Promote access to quality education that imparts technological
and entrepreneurial skills widely (e.g. incorporate entrepreneurial
skills and technology in education curricula).

Promote the creation of sustainable institutional spaces that
provide support to entrepreneurs and facilitate their access to
valuable networks in order to reduce social capital gaps (e.g.: to
stimulate strategic sponsorship programs with tax incentives for
investments in long-term institutional projects).

Encourage the supply of local entrepreneurial capital through
investor training, tax incentives for investment, and the aftraction
of infernational investors who can leverage the local supply

of entrepreneurial capital (increase aftractiveness and lower
transaction costs while promoting the devlopment of local
capabilities).

Seek to insert entrepreneurship components into other government
programs (education, health, science and technology, moderni-
zation, efc.).

Establish accreditation and institutional upgrading systems for
entrepreneur support organizations.

Promote innovative methodologies for the development of regu-
lations that are friendly to new technologies and fo society (e.g.:
sandboxes and test beds).
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An overview of future ecosystems and key questions

Greater segmentation of the
social value placed on entrepre-
neurs with social and environ-
mental impact.

Greater proactivity and an
. entrepreneurial atfitude in the
@ face of the fragility of institutions
"© and companies.

Entrepreneurial ;
human capital >

Predominance of necessity-
based entrepreneurship as
a result of growing inequality,
unemployment and poverty.

More limited social bases for
the emergence of new dynamic
entrepreneurs.

Expanded definitions of
entrepreneurs, with a greater
focus on those who seek to
solve social and environmental
problems, and purpose-driven
entrepreneurs.

Lower opportunity costs of the
entrepreneurial career given
the release of idle talents and
resources.

Education

Growing social gap will limit the
emergence of entrepreneurial
human capital.

Technology will enhance access

to training for those entrepreneurs
of certain socio-economic level.

Opportunities

More and new opportunities
(creative destruction, relocated
global value chains, new con-
sumption patterns, accelerated
digital transformation).

Important contrasts between

regions and ecosystems
(between the most and the least
developed)

Contribution of the STI platform

mostly concentrated in more
developed countries

éWhere is your ecosystem
heading towards?

¢What to do in face of new
scenarios?

1 A

. Policies
. & regulations

Refracted relevance in the :
short term, but resurging inthe .
medium term.

Larger role for public-private
alliances.

Strong differences across
regions according to trajectory,
budget, and place on the tech-
nological race.

Favorable regulatory framework,
although with doubts about its
effective implementation and
impact.

Financing

In the short-term, difficulties in
access to financing will persist
due to the refraction and redirec-
ted preferences of investors.

In the medium term, financing
will resurge, but it will likely
deepen gaps between

- ecosystems. Investments will

.-‘®  flow to countries that offer

. abetfer balance between
aftractiveness of opportunities
(innovation) and requirements
to operate (transaction costs).

Social capital

Persistent gaps in terms of
access to networks, determined
in part by the socio-economic
profile of entrepreneurs and
the collaborative trajectory of
ecosystems.

Institutions .

Called to play a more relevant
role but their response capability
will depend on their previous
trajectory, their resilience and
the role of public policy and the
private sector.

The gap between more advanced
ecosystems and nascent ones
will be wider.
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As we look back on 2020, lockdowns will undoubtedly come to mind. The COVID-19
outbreak almost immediately changed the way we live, interact, learn, and work. For
the first time, the world’s nations suffered the same affliction at almost the same time.
The effects of the crisis have been, and continue to be, considerably widespread both
in epidemiological and socio-economic terms. There is a strong consensus that “things
won't return to the way they were before.”

In this context, there is a considerable uncertainty with regards to the future evolution
of conditions for entrepreneurship around the world. Developing the 2020 Index of Dy-
namic Entrepreneurship report posed significant challenges. Therefore, we conducted
two new analyses. First, we estimated an adjusted IDE score for each country, by up-
dating information on a subset of the 10 dimensions that form the Index. This exercise
allowed us to identify and assess the immediate impact of the pandemic on systemic
conditions for entrepreneurship. It revealed that the vast majority (70%) of countries
studied in the Index experienced weakened conditions for entrepreneurship. Interest-
ingly, while the number of impacted countries is higher among the most advanced
economies, the magnitude and depth of the impact is greater among emerging and
developing countries, underscoring their structural weaknesses. Demand conditions,
financing, and the existence of a critical mass of dynamic entrepreneurs are the most
affected dimensions.

Against this backdrop, governments and other ecosystem stakeholders are actively trying
to alleviate the impact and develop solutions to new problems emerging from the crisis.
This reaction was primarily motivated by an economic survival instinct. However, the task
ahead is fo start thinking about the medium term in order to develop the necessary policies
that will stimulate the recovery and growth of post-pandemic entrepreneurial ecosystems.

The second exercise we conducted for this report attempts to contribute fo the need to
look and plan ahead, offering key insights for ecosystem leaders involved in assessing
how different frends might shape ecosystems in the next few years.

Our exercise for thinking about tomorrow’s entrepreneurial context mimics strategy-
building efforts of innovative businesses. Together with a group of experts from differ-
ent backgrounds and countries, we took on the challenge of imagining what entrepre-
neurial ecosystems would be like in the medium term.

The consensus of our experts, in general, is that future scenarios are likely to be
marked by the emergence of new opportunities as a consequence of altered con-
sumption patterns, accelerated technological change and digitalization, the reconfigu-
ration of global value chains, and the reconstruction of the economies.

At the same time, however, our experts see a critical question of whether entrepre-
neurial capabilities will exist in each ecosystem to allow for potential entrepreneurs

to identify these new opportunities, act on them by building new ventures, and lead a
wave of economic prosperity. Our experts warned of barriers that policymakers and
other ecosystem stakeholders should address in advance. Ignoring these barriers is
likely to result in a lack of a critical mass of entrepreneurs able fo seize these opportu-
nities, especially in light of the impact of the pandemic on education systems and the
middle classes from where most of dynamic entrepreneurs tend to emerge.

Technological advances are likely to increase opportunities for building capabilities and
enhancing access to social capital, but again, this potential positive force is limited by ex-
ante social conditions and current technology’s own limitations. We can therefore expect a
global scenario where more developed ecosystems stand fo increase their advantages,
given their stronger structural strengths and advanced positions in the technological race.
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The financing dimension will likely exhibit certain weaknesses during the medium
term. Overcoming this will take time, meaning that we expect entrepreneurs to have to
bootstrap intensively. We also expect policymakers to address this situation by imple-
menting a set of policies to enhance the availability of capital, by creatively identifying
and nurturing alternative policies to develop new sources of financing to support the
entrepreneurial process.

Unfortunately, entrepreneurship policies are expected to recover their prominence
only after uncertainty clears up, when new business creation and innovation become
essential for economic reconstruction. This regained importance of entrepreneurship
policies is likely o widen the scope of target beneficiaries, with programs moving from
a narrow focus on gazelles and unicorns toward a more inclusive “fauna of entrepre-
neurial species” with the potential to deliver solutions and contribute to economic and
societal recovery. This policy characteristic will be accompanied by the implementation
of more creative instruments and a higher relevance for public-private partnerships.

These general frends will ultimately shape different realities based on the specificities
of each ecosystem, particularly their initial conditions and the pro-activeness of their
key players in building the future.

We recommend that following a first stage of focusing on entrepreneurial resilience,
ecosystem builders redirect their energies toward strategically building ecosystems.
This will require that ecosystems’ leaders stay ahead of the changes in order to lever-
age opportunities and mitigate risks.

This report offers remarkably inferesting insights that serve as a guide for strategic
thinking about ecosystem development. Governments and other ecosystem stake-
holders are invited to adopt this approach to conduct their own exercise of collective
scenario-building and to consider the suggested examples of interventions to inspire
thier own strategic agenda.
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Index of Dynamic
Entrepreneurship
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Index of Dynamic
Entrepreneurship
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Index of Dynamic
Entrepreneurship
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per million (Sept 2020)

Adjusted
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Index of Dynamic
Entrepreneurship
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Index of Dynamic

Entrepreneurship
Bolivia
DE DEscore
rank

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)
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D Bolivia The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

accion, aprendizaje

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

GDP growth rate
(2020 estimate)

Unemployment
(2020 estimate)

Total deaths
per million (Sept 2020)

673

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

0 10 20 30 40 50 60 70 80
Social Conditions
|
Demand Conditions
|
I Adjusted 2020 IDE Score ~ IDE 2020

i 66



Index of Dynamic

Entrepreneurship
Brazil
DE IDEscore
rank

Total cases
per million (Sept 2020)
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IDE score
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IDE rank
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Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

60 70 80

o

10 20

Demand Conditions

Financing

[ | Adjusted 2020 IDE Score IDE 2020

P67



IDE . Index of Dynamic
. Entrepreneurship
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Index of Dynamic
Entrepreneurship
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Index of Dynamic
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Index of Dynamic
Entrepreneurship
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Index of Dynamic
Entrepreneurship
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Index of Dynamic
Entrepreneurship
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Index of Dynamic
Entrepreneurship
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Index of Dynamic
Entrepreneurship

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture

[ France The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

accién, aprendizaje

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

Unemployment
(2020 estimate)

10.4%

GDP growth rate
(2020 estimate)

-12.5%

Total deaths
per million (Sept 2020)

486

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

60 70 80

Entrepreneurial Human Capital

Demand Conditions

Financing

I Adjusted 2020 IDE Score ~ IDE 2020
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Index of Dynamic
Entrepreneurship

COVID-19 Impact
Adjusted Adjusted Total cases
IDE rank IDE score per million (Sept 2020)

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

Q .{\\0
%CO)" \(.9(\6\
7 .
o) 5000
culture
O Germany The international benchmark reflects the average

Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

accién, aprendizaje

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

Unemployment
(2020 estimate)

GDP growth rate
(2020 estimate)

Total deaths
per million (Sept 2020)

n3

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

70 80

Entrepreneurial Human Capital

Demand Conditions

Financing

I Adjusted 2020 IDE Score ~ IDE 2020
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Index of Dynamic
Entrepreneurship

Total cases
per million (Sept 2020)

Adjusted
IDE rank

Adjusted
IDE score

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture

[] Greece The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ﬁ ENTREPRENEURSHIP /[Oem

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

GDP growth rate
(2020 estimate)

Total deaths
per million (Sept 2020)

36

Unemployment
(2020 estimate)

22.3%

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

0 10 20 30 40 50 60 70 80
Entrepreneurial Human Capital
|
Demand Conditions
|
Financing
|
I Adjusted 2020 IDE Score ~ IDE 2020

i85



Index of Dynamic
Entrepreneurship

GLOBAL ” p d
ﬁ ENTREPRENEURSHIP /[Oem

Adjusted
IDE rank

Total cases
per million (Sept 2020)

Adjusted
IDE score

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

Q .{\\O
%, S
0))b _\o\c
n o¢
culture
[ cuatemala The international benchmark reflects the average

Internafional value of the top 3 countries for each dimension.
benchmark

GDP per capita
PPP (2020 estimate)

Total deaths
per million (Sept 2020)

180 2.6%

Unemployment
(2020 estimate)

Note:

Population
(Millon habitants)

GDP growth rate
(2020 estimate)

this country does not report significant
differences between the situation before

COVID and the adjusted values.
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Index of Dynamic
Entrepreneurship

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[o em

accién, aprendizaje

Adjusted
IDE score

Adjusted
IDE rank

Total cases
per million (Sept 2020)

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

.¢\\0
s%c 0(\6\
0))b . 0\(.
n o
culture
O Hong Kong The international benchmark reflects the average

Internafional value of the top 3 countries for each dimension.
benchmark

GDP per capita
PPP (2020 estimate)

Population
(Millon habitants)

Total deaths Unemployment GDP growth rate
per million (Sept 2020) (2020 estimate) (2020 estimate)

o o
1 4.5% -4.8%

Adjusted IDE 2020 Scores,

Dimensions Most-Impacted by COVID-19

Entrepreneurial Human Capital

Demand Conditions

Financing

I Adjusted 2020 IDE Score ~ IDE 2020
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Index of Dynamic
Entrepreneurship

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

o .{\\0
%CO)" \(.9(\6\
0 50‘5\0
culture
O Hungary The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

accién, aprendizaje

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

Unemployment
(2020 estimate)

GDP growth rate
(2020 estimate)

Total deaths
per million (Sept 2020)

78 5.4% -3.1%

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

70 80

o

10 20 60

Demand Conditions

Business Structure

Financing

I Adjusted 2020 IDE Score ~ IDE 2020
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IDE . Index of Dynamic
. Entrepreneurship

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

accién, aprendizaje

COVID-19 Impact
Adjusted Adjusted Total cases
IDE rank IDE score per million (Sept 2020)

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture
D India The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GDP per capita

Population

PPP (2020 esfimate) O O [Millon habitants)
9,117 @ﬂj 1,369.6 M

Total deaths Unemployment GDP growth rate
per million (Sept 2020) (2020 estimate) (2020 estimate)

69 5.5% -4.5%

Adjusted IDE 2020 Scores,

Dimensions Most-Impacted by COVID-19

Demand Conditions

Business Structure

Financing

I Adjusted 2020 IDE Score ~ IDE 2020

80
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IDE . Index of Dynamic
. Entrepreneurship

Adjusted Adjusted Total cases
IDE rank IDE score per million (Sept 2020)

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture
D Indonesia The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ﬁ ENTREPRENEURSHIP /[oeﬂm

GDP per capita Population

PPP (2020 esfimate) O Q [Millon habitants)
14,989 @ﬂj 269.9 M

Total deaths Unemployment GDP growth rate
per million (Sept 2020) (2020 estimate) (2020 estimate)

38 7.5% -0.3%

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

Social Conditions

Demand Conditions

Financing

I Adjusted 2020 IDE Score ~ IDE 2020
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Index of Dynamic

Entrepreneurship
Iran
DE IDEscore
rank

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture

D Iran The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

accion, aprendizaje

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

GDP growth rate
(2020 estimate)

Unemployment
(2020 estimate)

16.3%

Total deaths
per million (Sept 2020)

305

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

0 10 20 30 40 50 60 70 80
Entrepreneurial Human Capital
|

I Adjusted 2020 IDE Score ~ IDE 2020
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Index of Dynamic
Entrepreneurship

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

accién, aprendizaje

Adjusted
IDE score

Adjusted
IDE rank

Total cases
per million (Sept 2020)

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture

D Ireland The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GDP per capita
PPP (2020 estimate)

Population
(Millon habitants)

Total deaths Unemployment GDP growth rate
per million (Sept 2020) (2020 estimate) (2020 estimate)
365 12.1% -6.8%

Adjusted IDE 2020 Scores,

Dimensions Most-Impacted by COVID-19

Entrepreneurial Human Capital

Social Conditions

Demand Conditions

I Adjusted 2020 IDE Score ~ IDE 2020
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Index of Dynamic
Entrepreneurship

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

accién, aprendizaje

Adjusted
IDE score

Adjusted
IDE rank

Total cases
per million (Sept 2020)

Systemic Conditions for Entepreneurship

(before COVID)

demond conditiong

culture

D Israel The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GDP per capita
PPP (2020 estimate)

Unemployment
(2020 estimate)

Total deaths
per million (Sept 2020)

169

Adjusted IDE 2020 Scores,

Population
(Millon habitants)

GDP growth rate
(2020 estimate)

-6.3%

Dimensions Most-Impacted by COVID-19

Entrepreneurial Human Capital

Social Conditions

Financing

I Adjusted 2020 IDE Score ~ IDE 2020
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Index of Dynamic

Entrepreneurship
ltaly
DE DEscore
rank

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture

D Italy The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

accion, aprendizaje

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

Unemployment
(2020 estimate)

12.7%

GDP growth rate
(2020 estimate)

-12.8%

Total deaths
per million (Sept 2020)

593

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

70 80

o

10 20 50 60

Entrepreneurial Human Capital

Demand Conditions

Business Structure

I Adjusted 2020 IDE Score ~ IDE 2020
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Index of Dynamic

Entrepreneurship
Japan
DE DEscore
rank

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture

O Japan The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

accién, aprendizaje

Population
(Millon habitants)

125.8 M

GDP per capita
PPP (2020 estimate)

GDP growth rate
(2020 estimate)

Unemployment
(2020 estimate)

Total deaths
per million (Sept 2020)

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

0 10 20 30 40 50 60 70 80
Entrepreneurial Human Capital
|
Demand Conditions
|
Business Structure
|
I Adjusted 2020 IDE Score ~ IDE 2020
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Index of Dynamic

Entrepreneurship
Latvia
DE DEscore
rank

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture

D Latvia The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ENTREPRENEURSHIP
oo Prode

L

dizaj

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

Unemployment
(2020 estimate)

GDP growth rate
(2020 estimate)

Total deaths
per million (Sept 2020)

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

60 70 80

Entrepreneurial Human Capital

Demand Conditions

Financing

I Adjusted 2020 IDE Score ~ IDE 2020
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Index of Dynamic
Entrepreneurship

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

o .¢\\0
% &
o, _ o\('o
on o

culture

The international benchmark reflects the average
value of the top 3 countries for each dimension.

|:| Luxembourg

International
benchmark

accién, aprendizaje

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[o em

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

13,165

Unemployment
(2020 estimate)

7.7%

GDP growth rate
(2020 estimate)

-4.9%

Total deaths
per million (Sept 2020)

198

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

60 70 80

Demand Conditions

Business Structure

Financing

I Adjusted 2020 IDE Score ~ IDE 2020
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Index of Dynamic
Entrepreneurship

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[o em

accién, aprendizaje

Adjusted
IDE score

Adjusted
IDE rank

Total cases

per million (Sept 2020)

Systemic Conditions for Entepreneurship

(before COVID)

demond conditiong

culture

D Malaysia The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GDP per capita
PPP (2020 estimate)

Unemployment
(2020 estimate)

4.9%

Total deaths
per million (Sept 2020)

Adjusted IDE 2020 Scores,

Population
(Millon habitants)

GDP growth rate
(2020 estimate)

-3.8%

Dimensions Most-Impacted by COVID-19

Demand Conditions

Business Structure

Financing

I Adjusted 2020 IDE Score ~ IDE 2020
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Index of Dynamic
Entrepreneurship

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture

D Mexico The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

accién, aprendizaje

Population
(Millon habitants)

1271 M

GDP per capita
PPP (2020 estimate)

Unemployment
(2020 estimate)

GDP growth rate
(2020 estimate)

-10.5%

Total deaths
per million (Sept 2020)

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

60 70 80

Entrepreneurial Human Capital

Demand Conditions

Financing

I Adjusted 2020 IDE Score ~ IDE 2020
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IDE . Index of Dynamic
. Entrepreneurship

Adjusted Adjusted Total cases
IDE rank IDE score per million (Sept 2020)

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

o .{\\O
% &
R O
o) 5000
culture
D Morocco The international benchmark reflects the average

Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ﬁ ENTREPRENEURSHIP /[Oem

GDP per capita Population

PPP (2020 estimate) O O [Millon habitants)
9,763 @ﬂj 36 M

Total deaths Unemployment GDP growth rate
per million (Sept 2020) (2020 estimate) (2020 estimate)

56 12.5% -3.7%

Note:

this country does not report significant
differences between the situation before
COVID and the adjusted values.



IDE . Index of Dynamic
. Entrepreneurship

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[o em

accién, aprendizaje

Adjusted Adjusted Total cases
IDE rank IDE score per million (Sept 2020)

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture
[ Netherlands The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GDP per capita

PPP (2020 esfimate) O] Q (Millon habitants)
60,902 @ﬂj 17.3 M

Population

Total deaths Unemployment GDP growth rate
per million (Sept 2020) (2020 estimate) (2020 estimate)

37 6.5% -7.7%

Adjusted IDE 2020 Scores,

Dimensions Most-Impacted by COVID-19

Entrepreneurial Human Capital

Demand Conditions

Financing

I Adjusted 2020 IDE Score ~ IDE 2020

80
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Index of Dynamic
Entrepreneurship

COVID-19 Impact
Adjusted Adjusted Total cases
IDE rank IDE score per million (Sept 2020)

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

Q .¢\\0
%CO)" \(9(\6\
0 s0‘5\0
culture
O Norway The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[o em

accién, aprendizaje

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

GDP growth rate
(2020 estimate)

Total deaths
per million (Sept 2020)

50

Unemployment
(2020 estimate)

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

0 10 20 30 40 50 60 70 80
Entrepreneurial Human Capital
|

Social Conditions

Demand Conditions

I Adjusted 2020 IDE Score ~ IDE 2020
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Index of Dynamic
Entrepreneurship

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

0O
%, &
R O
(o 5000
culture
1 Panama The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ENTREPRENEURSHIP
oo Prode

L

dizaj

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

Unemployment
(2020 estimate)

GDP growth rate
(2020 estimate)

Total deaths
per million (Sept 2020)

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

60 70 80

Entrepreneurial Human Capital

Social Conditions

Demand Conditions

I Adjusted 2020 IDE Score ~ IDE 2020



Index of Dynamic

Entrepreneurship
Peru
DE DEscore
rank

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture

[ peru The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

accion, aprendizaje

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

Unemployment
(2020 estimate)

GDP growth rate
(2020 estimate)

Total deaths
per million (Sept 2020)

978 7.1% -4.5%

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

20 30 40 50 60 70 80

Demand Conditions

Business Structure

Financing

I Adjusted 2020 IDE Score ~ IDE 2020
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Index of Dynamic
Entrepreneurship

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

accién, aprendizaje

Adjusted
IDE score

Adjusted
IDE rank

Total cases
per million (Sept 2020)

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture

The international benchmark reflects the average
value of the top 3 countries for each dimension.

O Philippines
International
benchmark

GDP per capita
PPP (2020 estimate)

Total deaths
per million (Sept 2020)

49 6.2%

Unemployment
(2020 estimate)

Adjusted IDE 2020 Scores,

Population
(Millon habitants)

GDP growth rate
(2020 estimate)

Dimensions Most-Impacted by COVID-19

Demand Conditions

Business Structure

Financing

[ | Adjusted 2020 IDE Score

70

IDE 2020

80



Index of Dynamic
Entrepreneurship

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture

] Poland The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

accién, aprendizaje

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

Unemployment
(2020 estimate)

GDP growth rate
(2020 estimate)

Total deaths
per million (Sept 2020)

64

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

0 10 20 30 40 50 60 70 80
Demand Conditions
|
Business Structure
|
Financing
|
I Adjusted 2020 IDE Score ~ IDE 2020



Index of Dynamic
Entrepreneurship

Adjusted
IDE score

Total cases
per million (Sept 2020)

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

Q .{\\0
%CO)" \(.9(\6\
0 50‘5\0
culture
O Portugal The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

accién, aprendizaje

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

Unemployment
(2020 estimate)

13.9%

GDP growth rate
(2020 estimate)

Total deaths
per million (Sept 2020)

192

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

60 70 80

Entrepreneurial Human Capital

Demand Conditions

Financing

I Adjusted 2020 IDE Score ~ IDE 2020
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Index of Dynamic

Entrepreneurship
Qatar
DE DEscore
rank

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture

[ aatar The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

accion, aprendizaje

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

140,299

GDP growth rate
(2020 estimate)

Unemployment
(2020 estimate)

Total deaths
per million (Sept 2020)

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

0 10 20 30 40 50 60 70 80
Entrepreneurial Human Capital
|

I Adjusted 2020 IDE Score ~ IDE 2020



Index of Dynamic
Entrepreneurship

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

accion, aprendizaje

Adjusted
IDE score

Adjusted
IDE rank

Total cases
per million (Sept 2020)

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture

D Russia The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GDP per capita
PPP (2020 estimate)

Population
(Millon habitants)

146.6 M

Total deaths Unemployment GDP growth rate
per million (Sept 2020) (2020 estimate) (2020 estimate)

o o,
139 4.9% -6.6%

Adjusted IDE 2020 Scores,

Dimensions Most-Impacted by COVID-19

Entrepreneurial Human Capital

Demand Conditions

Financing

I Adjusted 2020 IDE Score ~ IDE 2020

80
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IDE . Index of Dynamic
. Entrepreneurship

Adjusted Adjusted Total cases
IDE rank IDE score per million (Sept 2020)

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

o .¢\\0
%CO ; 9006\
"o &
culture
O Singapore The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ﬁ ENTREPRENEURSHIP /[oeﬂm

GDP per capita

PPP (2020 estimate) o Q
106746 ) ﬂj

Total deaths Unemployment
per million (Sept 2020) (2020 estimate)

5 2.5%

Adjusted IDE 2020 Scores,

Population
(Millon habitants)

GDP growth rate
(2020 estimate)

-3.5%

Dimensions Most-Impacted by COVID-19

o

Entrepreneurial Human Capital

10 20 30 40 50 60

Financing

[ | Adjusted 2020 IDE Score

IDE 2020
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Index of Dynamic
Entrepreneurship

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

o .{\\0
% &
oy, . 0\('0
on o

culture

The international benchmark reflects the average
value of the top 3 countries for each dimension.

|:| Slovak Republic

International
benchmark

GLOBAL ” p d
ENTREPRENEURSHIP
oo Prode

L

dizaj

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

Unemployment
(2020 estimate)

GDP growth rate
(2020 estimate)

Total deaths
per million (Sept 2020)

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

60 70 80

Entrepreneurial Human Capital

Demand Conditions

Business Structure

I Adjusted 2020 IDE Score ~ IDE 2020
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Index of Dynamic
Entrepreneurship

Adjusted
IDE score

Total cases
per million (Sept 2020)

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

0O
s% (\6\\\
Cop, A
o) 5000
culture
D Slovenia The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

accién, aprendizaje

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

Unemployment
(2020 estimate)

GDP growth rate
(2020 estimate)

Total deaths
per million (Sept 2020)

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

0 10 20 30 40 50 60 70 80
Entrepreneurial Human Capital
]
Demand Conditions
.
Business Structure
|
I Adjusted 2020 IDE Score ~ IDE 2020
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Index of Dynamic
Entrepreneurship

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture

The international benchmark reflects the average
value of the top 3 countries for each dimension.

] south Africa

International
benchmark

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

accion, aprendizaje

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

Unemployment
(2020 estimate)

35.3%

GDP growth rate
(2020 estimate)

Total deaths
per million (Sept 2020)

276

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19
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Index of Dynamic
Entrepreneurship

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture

The international benchmark reflects the average
value of the top 3 countries for each dimension.

[[] south korea

International
benchmark

GLOBAL ” p d
ﬁ ENTREPRENEURSHIP /[oeﬂm

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

GDP growth rate
(2020 estimate)

Unemployment
(2020 estimate)

Total deaths
per million (Sept 2020)

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

0 10 20 30 40 50 60 70 80
Business Structure
|
Financing
|
I Adjusted 2020 IDE Score ~ IDE 2020
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Index of Dynamic

Entrepreneurship
Spain
DE DEscore
rank

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture

O Spain The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

accion, aprendizaje

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

Unemployment
(2020 estimate)

GDP growth rate
(2020 estimate)

-12.8%

Total deaths
per million (Sept 2020)

668 20.8%

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

50 60 70 80

Entrepreneurial Human Capital

Demand Conditions

Financing

I Adjusted 2020 IDE Score ~ IDE 2020
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Index of Dynamic
Entrepreneurship

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

S &'\\0
OCO)" \(.9(\
/0/7 OL'\O
culture
D Sweden The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

accién, aprendizaje

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

Unemployment
(2020 estimate)

10.1%

GDP growth rate
(2020 estimate)

-6.8%

Total deaths
per million (Sept 2020)

582

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19
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Index of Dynamic
Entrepreneurship

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[o em

accién, aprendizaje

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture

The international benchmark reflects the average
value of the top 3 countries for each dimension.

D Switzerland

International
benchmark

GDP per capita
PPP (2020 estimate)

Total deaths
per million (Sept 2020)

Unemployment
(2020 estimate)

Adjusted IDE 2020 Scores,

Population
(Millon habitants)

GDP growth rate
(2020 estimate)

Dimensions Most-Impacted by COVID-19
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Entrepreneurial Human Capital
|
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[ | Adjusted 2020 IDE Score

70 80

IDE 2020
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Index of Dynamic
Entrepreneurship

COVID-19 Impact
Adjusted Adjusted Total cases
IDE rank IDE score per million (Sept 2020)

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture

D Thailand The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

accién, aprendizaje

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

Unemployment
(2020 estimate)

GDP growth rate
(2020 estimate)

Total deaths
per million (Sept 2020)

1 1.1% -7.7%

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19
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Index of Dynamic

Entrepreneurship
Turkey
DE DEscore
rank

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture

O Turkey The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

accién, aprendizaje

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

GDP growth rate
(2020 estimate)

Total deaths
per million (Sept 2020)

Unemployment
(2020 estimate)

17.2%

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19
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Index of Dynamic
Entrepreneurship

Adjusted
IDE score

Adjusted
IDE rank

Total cases
per million (Sept 2020)

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

o .¢\\0
% &
o, _ o\('o
on o

culture

|:| United Arab Emirates

International
benchmark

The international benchmark reflects the average
value of the top 3 countries for each dimension.

GLOBAL ” p d
ﬁ ENTREPRENEURSHIP /[oeﬂm

GDP per capita
PPP (2020 estimate)

Total deaths
per million (Sept 2020)

42

Unemployment
(2020 estimate)

2.2%

Adjusted IDE 2020 Scores,

Population
(Millon habitants)

GDP growth rate
(2020 estimate)

-3.5%

Dimensions Most-Impacted by COVID-19

o

10 20 30 40 50 60

Entrepreneurial Human Capital

Financing

[ | Adjusted 2020 IDE Score

70 80

IDE 2020
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IDE . Index of Dynamic
. Entrepreneurship

Adjusted Adjusted Total cases
IDE rank IDE score per million (Sept 2020)

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

culture
[] united Kingdom The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

accién, aprendizaje

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[o em

GDP per capita Population

PPP (2020 esfimate) O] Q (Millon habitants)
48,651 @ﬂj 67.3 M

Total deaths Unemployment GDP growth rate
per million (Sept 2020) (2020 estimate) (2020 estimate)

619 4.8% -10.2%

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

Entrepreneurial Human Capital

Demand Conditions

Financing

I Adjusted 2020 IDE Score ~ IDE 2020
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Index of Dynamic
Entrepreneurship

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

o .¢\\0
% &
o, _ o\('o
on o

culture

The international benchmark reflects the average
value of the top 3 countries for each dimension.

|:| United States

International
benchmark

accién, aprendizaje

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[o em

Population
(Millon habitants)

331.T M

GDP per capita
PPP (2020 estimate)

GDP growth rate
(2020 estimate)

Unemployment
(2020 estimate)

10.4%

Total deaths
per million (Sept 2020)

619

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

Entrepreneurial Human Capital

Demand Conditions

Financing

I Adjusted 2020 IDE Score ~ IDE 2020
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IDE . Index of Dynamic
. Entrepreneurship

Adjusted Adjusted Total cases
IDE rank IDE score per million (Sept 2020)

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

Q .{\\O
%CO)" \(.,006\
0 50‘5\0
culture
O Uruguay The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ﬁ ENTREPRENEURSHIP /[Oem

GDP per capita Population

PPP (2020 estimate) O O [Millon habitants)
24,761 @ﬂj 3.5M

Total deaths Unemployment GDP growth rate
per million (Sept 2020) (2020 estimate) (2020 estimate)

14 10.5% -3%

Note:

this country does not report significant
differences between the situation before
COVID and the adjusted values.

i 123



Index of Dynamic
Entrepreneurship

Total cases
per million (Sept 2020)

Adjusted
IDE rank

Adjusted
IDE score

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

o .{\\O
% &
oy, . 0\(9
on o

culture

The international benchmark reflects the average
value of the top 3 countries for each dimension.

|:| Venezuela

International
benchmark

GLOBAL ” p d
ﬁﬂéwﬁﬁmmsmp /[0 qm

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

GDP growth rate
(2020 estimate)

Unemployment
(2020 estimate)

35.5%

Total deaths
per million (Sept 2020)

21

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19
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Index of Dynamic
Entrepreneurship

Total cases
per million (Sept 2020)

Adjusted
IDE score

Adjusted
IDE rank

Systemic Conditions for Entepreneurship
(before COVID)

demond conditiong

S, &°
000}' \(_,00
on o
culture
D Vietnam The international benchmark reflects the average
Internafional value of the top 3 countries for each dimension.
benchmark

GLOBAL ” p d
ﬁ&wgsﬁmwsmp /[0 em

accion, aprendizaje

Population
(Millon habitants)

GDP per capita
PPP (2020 estimate)

GDP growth rate
(2020 estimate)

Total deaths
per million (Sept 2020)

Unemployment
(2020 estimate)

2.2% 2.7%

Adjusted IDE 2020 Scores,
Dimensions Most-Impacted by COVID-19

0 10 20 30 40 50 60 70 80
Business Structure
[ ]
Financing
]
I Adjusted 2020 IDE Score ~ IDE 2020

125



METHODOLOGICAL
ANNEX



As we mentioned earlier, we were able to adjust the values for 5 dimensions of our IDE,
namely Entrepreneurial human capital, Social conditions, Demand conditions, Business
structure and Financing. Next, we describe the sources and process followed to adjust
the IDE scores to account for the impact of COVID-19 in these dimensions.

- Entrepreneurial human capital. Conceptually, economic downturn and recession,
combined with growing economic uncertainties, negatively affects the opportunities’
space and therefore, the intentions to start a business. To estimate the magnitude
of this negative relationship we based our estimation on the experience of the last
global economic crisis 2008/2009. Accordingly, using data from GEM we estimate
for each country included in the IDE the relationship between the GDP growth rate
of those years with the corresponding evolution of the Opportunity-based TEA. Then,
we averaged these values according to the level of variation in the GDP rate, ending
with two different coefficients: one for those countries with higher downturns and
one for those countries with modest or low variations in the GDP. Next, we compute
these coefficients to the expected variation of the GDP as for July 2020 provided by
the IMF, resulting in a sort of average elasticity coefficient for each group of coun-
tries. Finally, we compute the corresponding coefficient to the Opportunity-based
TEA from 2019 to estimate an adjusted Opportunity-based TEA that captures the
impact of the economic downturn.

= Social conditions. The main direct impacts of the COVID-19 crisis were on personal
incomes and on unemployment rates. Therefore, we adijust our IDE value of social
conditions in fwo ways. First, we adjust the value of the National per capita Income
by the estimated evolution of the GDP per capita as for July 2020. Second, we intro-
duce in our calculation the evolution of the rate of unemployment as for July 2020
provided by the ILO.

- Demand conditions. To account for the economic downturn registered as a con-
sequence of the different lock-downs and confinement measures, we replace in
our calculation of this dimension the value of annual GDP growth rates published
in March 2020 by the IMF for their estimated values published in July 2020 by the
same source.

- Business structure. To adjust the IDE value in this dimension, we use the updated
information provided by UNIDO regarding the Index of Industrial Production for
the second quarter of 2020 to adjust the Competitive Industrial Performance Index
which is the one included in our calculus. So, the value for the last quarter of 2019
was multiplied by the growth rate between the second and first quarter of 2020.

- Financing. Regarding this dimension we decided to use the Crunchbase data
regarding the evolution in the number of deals by country between the aver-
age number in 2019 and the one corresponding to the first semester of 2020. We
calculate the evolution of the pre-seed and angel investments to adjust the variable
corresponding to the perception as regards the availability of specific financial
sources for enfrepreneurs. As well, we took the information regarding the evolution
of A Series investments to adjust the variable corresponding to the perception as
regards the availability of Venture Capital.



You can check our previous reports and
the full methodology at
https://prodem.ungs.edu.ar/icsed/
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