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EXECUTIVE SUMMARY

he Center for Entrepreneurship Development of Universidad

Icesi has been a member of the GEM Colombian Team since

2006, in a joint academic venture with Universidad de los An-
des, Universidad del Norte and Pontificia Universidad Javeriana de
Cali; and a member of the project GEM Caribbean, executed, with
the support of the International Development Research Center of
Canada (IDRC), since 2011, in a joint educational venture with the
Arthur Lok Jack Graduate School of Business, University of the West
Indies in Trinidad & Tobago; Cave Hill School of Business, University
of the West Indies in Barbados; University of Technology in Jamaica.

GEM is the biggest and the most comprehensive study about entre-
preneurship not only for its wide world coverage but also by the uni-
fied methodology that allows significant comparisons among coun-
tries, global regions and in some cases national regions and cities.

In the Caribbean region, a total of 10.500 interviews were applied to
the adult population (18 - 64 years old), and a total of 120 interviews
were made to national experts in the framework conditions for en-
trepreneurship.

This report presents the 2012 results for Colombia, but there is a
report for every Caribbean country, an integrated regional report for
the Caribbean region and a youth report for the Caribbean, which
could be reviewed in: www.gemcaribbean.org

The entrepreneurial pipeline concept indicates that, in the Caribbean
adult population, 78% have a positive socio-cultural perception

about entrepreneurship and entrepreneurs, 65% are potential
entrepreneurs, 57% are intentional entrepreneurs, 14% are nascent



entrepreneurs, 7% are new entrepreneurs, and 7% of adults in
Colombia are established entrepreneurs.

In terms of the total early entrepreneurial activity (nascent + new) the
20% TEA figure keeps Colombia in a high level of entrepreneurial
activity: 11th worldwide, 4th among the efficiency driven economies
and 4th among Latin America countries.

The differences between men and women in the different entrepre-
neurial stage are clear, and some research should be executed to find
out the main reason for the differences and ways to solve it.

In terms of the framework conditions, there have been some im-
provements in the last four years, but still in most of the nine basic
categories the scores are below average (3.0).

Colombian enterprises kept a low level in terms in business interna-
tionalization, innovation, and use of recent technology.

The complete characterization of the youth Colombia entrepreneurs
and an entrepreneurial pipeline was developed for them.

The special topic, immigration and entrepreneurship did indicate
that in Colombia, the immigrant entrepreneurs have a lower propen-
sity toward early entrepreneurial activity than the native Colombian
population.

Along the report some new research areas are identified, one of
them to identify the reason for the disparity between males and
females, other in terms of GEM research methodology and others
about evaluation of support systems for the different stages of the
entrepreneurial pipeline.

Several policy recommendations are formulated; among them: en-
hance of the culture of entrepreneurship improving entrepreneurial
education, designing support systems and programs for each one
of the stages of the entrepreneurial pipeline, designing and imple-
mented specific entrepreneurial development programs for young,
for females, and for the people in the third age, improving financial
schemes, developing innovation and internationalization support pro-
grams for nascent/new and established business, developing entre-
preneurial policies by regions, improving the regulatory system to en-
courage higher levels of formalization.

GEM Colombian team is open to attend any request for information
about many of the variables that are not included in this executive re-

port and also to receive a recommendation about how to improve this
study and the dissemination process of the results obtained in GEM.

®






INTRODUCTION

broad agreement exists among the aca-

demia and public policy makers about

the importance of entrepreneurial ac-
tivity and entrepreneurs in the dynamics of
economic development. New businesses drive
innovation, create jobs and, stimulate produc-
tivity and competition thereby developing the
economy and adding social value.

The Global Entrepreneurship Monitor (GEM)
conducts the biggest on-going research
worldwide in order to study and analyze the
relationship that exists between entrepre-
neurship and the national economic deve-
lopment. This project started in 1999 as an
initiative of Babson College and the London
Business School. At the present time, it is
the only comparable data source that exists
globally about a broad range of variables
associated with the overall entrepreneurial

activity and with particular elements in the
different stages that compose the entrepre-
neurial process.

GEM has been able to take and process har-
monized data in an annual basis focusing
mainly in three objectives:

Measuring the differences that exist in the
entrepreneurial activity levels between the
different countries that participate.

Discovering the principal causes and vari-
ables that affect the level of entrepreneu-
rial activity in each country.

Identifying policies that may foster the
quality and quantity of the entrepreneurial
activity in each country.

©



GEM CARIBBEAN

EM Caribbean is a three-year project,

supported by Canada’s International

Development Research Centre (IDRC)
that will establish, train, and strengthens en-
trepreneurship research teams in Colombia,
Jamaica, Trinidad & Tobago and Barbados.

The research done by these teams, will
measure the levels, underlying factors,
and environmental constraints of entrepre-
neurship within each national environment
and comparatively within the region by
using the Global Entrepreneurship Moni-
tor (GEM) methodology. The findings can
help policymakers, educators, and re-
searchers (both applied and theory buil-
ding) in creating supportive environments
that encourage job creation and inclusive
economic development through growth in
entrepreneurship.

The overall objective of this project is to
build research capacities on entrepreneur-
ship and to provide policymakers with a
stronger empirical foundation on which to
build and monitor progress in the promo-
tion of entrepreneurship and job creation
in the Caribbean.

The specific objectives include:

To build the capacity of national research
teams to conduct entrepreneurship re-
search, to report and disseminate their
findings, and to sustain their work in the
long-term.

To create research findings on entrepre-
neurship on a national and regional level,
with a focus on high-growth entrepre-
neurship, particularly among youth and
women as well as on creative industries in
the Caribbean.

To facilitate discussion of these research
findings and policy recommendations
among the private sector, policy makers,
educators, and researchers, particularly
regarding promotion of high-growth en-
trepreneurship and gender and entrepre-
neurship.

To generate a harmonized, publicly avai-
lable database on entrepreneurship in
the Caribbean through the application
of the Global Entrepreneurship Monitor
(GEM) methodology.






GEM MODEL

he GEM model defines the adult po- neurship. Figure 1 shows the entrepreneu-
pulation as those aged 18-64. Since rial cycle that it defines the main stages
they are the object of study, a repre- in which GEM divides the entrepreneurial
sentative sample is interviewed in order to process and classifies the entrepreneurs ac-
learn about their attitudes, activities and cording to the level of their organizational
aspirations towards the intention, creation, development:
growth, and closure aspects of entrepre-

Figure 1. Entrepreneurial process

ENTREPRENEURSHIP CONTEXT
Individual Drivers: Societal Attitudes Institutional
Motives and goals ek, S levels Discontinuance
(necessity, IDO) ! (GFC,EFC)
A
v ENTREPRENEURSHIP PHASES
Potential Entrepreneurs . .
with Reaources: p Intentions P Nascent P New P Established
® See opportunities
* Have capabilities + +
* No fear of failure
e Positive belicfs EARLY-STAGE ENTREPRENEURSHIP PROFILE
a Impact
ln;lusweness Industry | e Business Growth
. Ggeider ® Sector e Innovation

¢ Internationalization

Source: Global Entrepreneurship Monitor: 2012 Report (2013)



For the analysis of GEM results, “The En-
trepreneurial Pipeline” concept (Varela &
Soler, 2013) will be used considering the
next stages:

Socio Cultural Acceptance: The entrepre-
neurial process is a social process execu-
ted by people living in a specific cultural
and social condition, for that reason the
first stage measures the number of people
that have a positive perception about en-
trepreneurship. In the GEM study, people
are asked if: 1) they consider starting a new
business as a good career choice, 2) they
associate entrepreneurs with high status
and 3) there is a lot of positive media atten-
tion for entrepreneurship.

A positive perception of the three concepts
mentioned above will foster motivation,
professional orientation, commitment and
resilience in people, thereby increasing the
proportion of adults willing to try to start
up new enterprises, and the number of
active entrepreneurs willing to keep their
business growing.

Potential Entrepreneurs: The second
stage in the entrepreneurial process deter-
mines the number of people that have the
potentiality to become an entrepreneur in
the future. Potential Entrepreneurs are those
who consider that they: are able to perceive
opportunities in their area of living, have the
necessary skills and abilities to create and
manage a new business and have the ability
to overcome the fear of failure.

Intentional Entrepreneurs: The third stage
in the entrepreneurial pipeline happens when
the potential entrepreneurs express their in-
tention of starting a new business alone or
with others within the next three years.

Nascent Entrepreneurs: The fourth stage
in the entrepreneurial pipeline happens
when people have started to do specific ac-
tivities in setting business and has only paid

GEM MODEL

salaries, wages or any other remuneration
to employees and/or owners for less than
three (3) months.

New Entrepreneurs: The fifth stage in the
entrepreneurial pipeline happens when the
people has been owning and managing a
business and has paid salaries or any other re-
muneration to employees and/or owners for
less than 42 months but more than 3 months.

Established Entrepreneurs: The sixth and
final stage in the entrepreneurial pipeline
happens when the people has been owning
and managing a new business that has sur-
vived for more than 42 months paying sala-
ries or any other remuneration to employ-
ees and/or owners.

It is important for GEM not only to know
the amount of the adult population in any
stages of the entrepreneurial pipeline in a
given year, but also to understand the entre-
preneurial profiles that characterize the per-
sons who are in each of the stages. For this
reason, the study takes into consideration
variables associates to industry and impact,
in addition to demographic components.
GEM developed a conceptual model (Figu-
re 2) to explain the relationships that exist
between several environmental variables,
the entrepreneurial activity and the socioe-
conomic development indicators; and for
that reason it measures those variables and
correlate them with the qualitative indicator
of the different stages of the pipeline.

The model explains how the social, cultural
and political contexts of each country has
an influence on three sets of conditions—
Basic Requirements, Efficiency Enhancer,
Innovation Entrepreneurship-which are the
critical factors for the value creation of the
socioeconomic dynamism generated by the
established firms and the new enterprises.
The magnitude of the socio-economic value
creation is the defining variable of the so-
cioeconomic development.

Q0
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In order to increase the socioeconomic de-
velopment of a country, appropriate poli-
cies must be formulated to foster the three
sets of conditions so as to create more and
better enterprises, more and better entre-
preneur and through them more not value

Figure 2. GEM model
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RESEARCH DESIGN

n order to compare outcomes among par-

ticipating countries, the methodology used

in the GEM study is standardized world-
wide, and it is composed of three basic pro-
cesses:

1. The Adult Population Survey (APS). It’s
applied to a sample of the general popu-
lation aged 18-64. For Colombia in 2012,
around 6.334 surveys were done in the coun-
try covering 61 municipalities, representing
the population in terms of urban, rural, age,
gender and economic strata. These surveys
measured the proportion of persons 18-64
who belong to each one of the entrepre-
neurial pipeline stages. Additionally, the at-
titudes, aspirations and intentions regarding
entrepreneurial activity, entrepreneurial pro-
files, businesses discontinuance and many
other variables concerning entrepreneurs
and their enterprises were measured.

2. The National Expert Survey (NES). It's
applied to a select group of national experts
who evaluate nine conditions: financial su-
pport, government policies, governmental
programs, education & training, R&D trans-
fer, commercial & service infrastructure,
openness of the market, physical infrastruc-
ture, cultural and social norms. In addition to
that, the expert added their perception on

the following subjects: opportunity percep-
tions, skills for start-up, motivation towards
entrepreneurship, intellectual property le-
gislation, support to woman entrepreneurs,
support to business growth, innovation, im-
migration, intrapreneurship, entrepreneurial
networks, young entrepreneurs. In 2012, Co-
lombia conducted 50 surveys of this type.

3. Secondary sources related to socioeco-
nomic variables of the countries (Secondary
Variables - SV). It's composed of a series of
data about each participant country which is
fundamental for the basic requirements as
well as for the efficiency enhancers, such as
population, level of income, employment and
unemployment rates, investment in research
& development, commercial and physical in-
frastructure, competitiveness, risk indicators,
corruption levels, national gross product per
capita and ease in doing business within the
country. This data is gathered by the central
coordination team of the GEM project in Lon-
don from sources such as The World Bank, In-
ternational Monetary Fund, World Economic
Forum, OCDE, UN, USA Census, EU, UNES-
CO, Doing Business Report, Heritage Foun-
dation as well as from many other secondary
sources of information.






MAIN RESULTS

he GEM countries are grouped into

three economic groups: factor driven,

efficiency driven and innovation driven
economies, in line with the classification gene-
rated by the World Economic Forum’s Global
Competitiveness Report (2013). According to
this, Colombia is categorized in the efficiency
driven group.

The results are analyzed using the entrepre-
neurial pipeline concept. In some cases, they
will be analyzed in terms of time trends, in

others comparing with the three economic
groups and in others with specific countries.

5.1 SOCIO CULTURAL PERCEPTION

ABOUT ENTREPRENEURSHIP

The socio-cultural perception of entrepre-
neurship is measured by the percentage of
people who has positive perception about
three subjects: a) starting a new business is
a good career choice; b) entrepreneurs have
high social status; c) there is a lot of positive

Figure 3. Factors in socio-cultural perception about entrepreneurship. Colombia (2009-2012)

95,00%

90,00%
85,00%

W

80,00%

=== Good Career

75,00%

Proportion

4%/'\.

e=jll=Status

=== Media Coverage

70,00% \_/k/*
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60,00%
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Anos

Source: Compiled by authors
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media attention for entrepreneurship. Table
1 presents the results obtained for Colombia
in these three variables from 2009 to 2012.

Table 1. Factors in socio-cultural perception about en-
trepreneurship. Colombia (2009-2012)

2009 2010 2011 2012
Good career 89.5% 88.7% 89.4% 89.2%
Status 75.5% 761% 78.7% 75.5%
Media
coverage 783% 67.0% 67.4% 68.8%

Source: Compiled by authors

As indicated in figure 3, the “"Good career”
and the “Status” factors have been stable in
the 2009-2012 periods, but “Media covera-
ge” had showed a significant decline since
2009.

Table 2, shows that the three factors for Co-
lombia in 2012, are higher that the factors of
the three economic groups, in “media cove-
rage” and in “good career”; and better in
“status” than the efficiency and the innova-
tion driven economies.

Table 2. Factors in socio-cultural perception about en-
trepreneurship in the economic groups (2012)

Good Media
career Status coverage
Factor-
driven 76% 80% 68%
economies
Efficiency-
driven 70% 69% 60%
economies
Innovation-
driven 55% 70% 56%
economies
Colombia 89% 76% 69%

Source: Compiled by authors

For the entrepreneurial pipeline concept, an
arithmetic average of the three factors is used
to characterize the proportion of Colombians
who has a positive socio-cultural perception.

MAIN RESULTS

Table 3 presents the indicator for the period
2009-2012.

Table 3. Indicator of socio-cultural perception about
entrepreneurship. Colombia (2009-2012)

2009 2010 2011 2012

Socio cultural

indicator 88.1%

77.3% 78.5% 77.8%

Source: Compiled by authors

For all the years, the aggregated Colombian
results are better than the three economies
groups. This is a positive results indicating
that in terms of socio-cultural aspects, the
idea of becoming an entrepreneur is accep-
ted by a significant proportion of Colombi-
ans (77.8% in 2012).

Table 4 presents the results of the natio-
nal experts survey (NES) in some variables
associated with social perceptions. A scale
from 1 to 5 was used, where 5 means “com-
pletely true” and 1 “completely false” with
the concept. The highest values were as-
signed to the ideas “most people think of
entrepreneurs as competent, resourceful
individuals” (3.5/5.0) and “successful en-
trepreneurs have a high level of status and
respect” (3.4/5.0).

The perceptions shown by the adult popula-
tion and the national experts, indicates than
in Colombia, there is a high level of positive
socio-cultural perception about entrepre-
neurship in all the three factors: status, good
career and media coverage; nevertheless,
the decrease of the solo cultural indicator
from 2009 (88.1%) to 2012 (77.8%). Clearly
indicates that new actions at the education
system and in the media should be taken to
recuperate the lost points.

As immediate policy implications, it’s very im-
portant to implement some activities as the
following ones: Presentation of successful
Colombian entrepreneurs in the media, scho-
larships for advanced entrepreneurial educa-
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tional programs, entrepreneurial contest, and
training of entrepreneurship professors.

Table 4. Socio cultural elements for entrepreneurship.
NES Colombia 2012

2012

The creation of new ventures is
considered an appropriate way to 2.9
become rich

most people consider becoming an

entrepreneur as a desirable career 2.9
choice
successful entrepreneurs have a high 34

level of status and respect

you will often see stories in the

public media about successful 2.9
entrepreneurs

most people think of entrepreneurs

as competent, resourceful 3.5
individuals

Source: Compiled by authors

Another important element about social
perception toward entrepreneurship is the
special characteristics that may apply to
the woman. As will be shown along this do-
cument, women are usually behind men in
terms of their participation in entrepreneurial
activities. The experts in the NES survey were
asked about their perceptions in social factor
to promote women entrepreneurs and table
5 shows that in terms of solo cultural percep-
tions there is not a very good environment
for women to become entrepreneurs.

Table 5. Woman support. NES Colombia 2012

2012

There are sufficient social services

available so that women can 209
continue to work even after they )
start a family

Starting a new business is a socially 33
acceptable career option for women ’

Women are encouraged to become
self-employed or start a new 3.2
business

Source: Compiled by authors

5.2 POTENTIAL ENTREPRENEURS

GEM measures the potential entrepreneurs
as the percentage of people who have a
positive perception about three subjects: a)
ability to perceived business opportunities;
b) Confidence on their capacities and skills to
create and manage a new business; c) capa-
city to overcome the fear of failure (this one is
evaluated as the complement of those who
will be refrain of becoming entrepreneurs
due to the fear of failure).

Table 6, shows, that compared to the di-
fferent economic phases, Colombia pres-
ents a higher percentage of persons who
perceived good opportunities, presents
the second higher percentage, after fac-
tor-driven economies, in “perceived capa-
bilities” and the second lowest indicators of
fear of failure (35%).

Table 6. Factors in potential entrepreneurs. Colombia
(2012)

Perceived Perceived Fear

opportunities capabilities faicl’:re

Factor-driven

economies 63% 71% 28%
Efficiency-
driven 42% 52% 37%
economies
Innovation-
driven 32% 38% 45%
economies
Colombia 72% 57% 35%

Source: Compiled by authors

Table 7 shows that these three factors have
been changing in Colombia in the 2009-2012
period. The competence to perceive oppor-
tunities has shown an increase from a low of
51.2% (2009) to a high of 71.8% (2012), but
the competence to start and run the business
has been decreasing from 67.6% (2009) to
56.6% (2012), and the fear of failure has in-
creased from 27.6% (2009) to 34.7% (2012).



Table 7. Factor in potential entrepreneurs. Colombia
(2009-2012).

2009 2010 2011 2012
Perceived o o 9 o
opportunities 51.2% 68.4% 73.1% 71.8%
Perceived 9 o
capabilities 67.6% 652% 61.3% 56.6%
Fear of failure 27.6% 31.4% 32.6% 34.7%

Source: Compiled by authors

The entrepreneurial pipeline concept uses
as an indicator of potential entrepreneurs,
the average of the percentage of people
who perceived opportunities, who consi-
der having the capabilities and who are not
affected by the fear of failure. As indicated
by table 8, this indicator has no changed
very significantly in the last four measure-
ments in Colombia.

Table 8. Indicators for potential entrepreneurs. Colom-
bia (2009-2012).

2009 2010 2011 2012

Potential

entrepreneurs 64.6%

63.7% 67.4% 67.3%

Source: Compiled by authors

MAIN RESULTS

When these three factors are studied in each
of the educational groups (Figure 4), several
considerations arise:

How come that the less educated people
show the higher perception of ability to
perceived business opportunities?

The fear of failure decreases as educatio-
nal level increases, until the technological
level and then it start to grow at university
and graduate levels. What is the reason?

The confidence of the capacities and
skills to create and manage a new busi-
ness grows as educational level increas-
es, which seem logical.

Figure 5 presents the results obtained in di-
fferent countries in the three variables used
to measure potential entrepreneurs. Ghana
with 79% and Colombia with 72% presents
the highest perceptions in terms of capacity
to perceive opportunities; in terms of capa-
city to establish and manage a new business
Ghana (86%) and Trinidad & Tobago (76%)
are the leaders, and in terms of perceptions
about the fear of failure as a barrier to start a

Figure 4. Educational level vs. perception of opportunity/capabilities/fear of failure (2012).
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new business, the lowest values are presen-
ted by Panama (12%) and Ghana (12%).

In the case of woman, the experts agree
that men and women have the same level of
knowledge and skills to start a new business
(4.0/5.0), but they are not so strong with the
idea that men and women got equally ex-
posed to good opportunities to start a new
business (3.3/5.0).

However, when the three factors are analyzed
by gender, significant difference appear main-
ly in perceived capabilities with a disparity
of 1.31, and fear of failure with a disparity of
0.71. When the indicator of potential entre-
preneurs is calculated males had 69.3 and fe-
males 59.6. At this initial point of the pipeline,
a significant difference starts to show up.

Table 9 shows that women feel the highest
fear of failure (40.8%) than men (28.9%) to
venture in some entrepreneurial activity;
women have a lower perception of capabili-
ties about herself (49.2%) than men (64.4%),
but, regarding to the opportunity perception,
the disparity between women and men is the
lowest of the three factors (1.04).

Table 9. Factors of potential entrepreneurs by gender.
Colombia (2012)

Disparity
Male Female (Male/
Female)
Perceived
opportunities 73,4%  70,3% 1.04
Perceived
capabilities 644%  49.2% 1.31
Fear of failure 28,9%  40,8% 1.41

Source: Compiled by authors

Some specific work has to be done with wo-
men to improve their basic skills to become a
potential entrepreneur: educational programs,
career plan development, opportunity identifi-
cation, risk taking behavior, are needed.

At this level of the pipeline a very significant
difference starts to show up between men
and women that as will be shown along the
report, require the development of a specific
policy for the development of women entre-
preneurs.

Table 10 presents the evaluation of the ex-
perts about the levels that Colombians had

Figure 5. Potential entrepreneurs indicators in some countries 2012
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in terms of skills to start up. The score is very
low in all five elements, quite different from
the perceptions of the adult population.

Table 10. Skills to start up. NES Colombia (2009-2012)

2009 2010 2011 2012

Many people
know how to
start and manage
a high-growth
business

2.2 2.4 2.1 2.2

Many people
know how to
start and manage
a small business

2.9 2.5 2.7

Many people
have experience
in starting a new
business

2.5 2.6 2.2 2.4

Many people

can react

quickly to good
opportunities for
a new business

2.6 2.9 2.5 2.5

Many people
have the ability
to organize
the resources
required for a
new business

2.3 2.7 2.3 2.4

Source: Compiled by authors

MAIN RESULTS

5.3 INTENTIONAL ENTREPRENEURS

At this stage, GEM identifies the percentage
of adults who are planning to start a new busi-
ness alone or with others within the next three
years. Figure 6 presents the evolution of the
percentage of intentional entrepreneurs in
Colombia and the three economic groups.

In all the four years the percentage of adult
Colombians planning to start a new business
in the next three years, is higher than the per-
centage in the three economic groups. The
proportion of intentional entrepreneurs in
Colombia is very close to 5 times higher than
in the innovation driven economies, which
indicates very significant entrepreneurial in-
tentions in the Colombian population.

Figure 7 presents the data for each one of
the countries in 2012. Colombia with 56.9%
presents the highest proportion in all the effi-
ciency driven countries and the 7" highest
proportion worldwide. This implies that
about 17.567.258 Colombians are intentional
entrepreneurs. In this stage, it is possible to
observe that, in every economy group, there
are significant differences among countries.

Figure 6. Intentional Entrepreneurs by economic groups (2009 — 2012)
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Figure 7. Intentional Entrepreneurs by Countries 2012
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To maintain this high level of entrepreneurial
intent and to increase the rate at which this
intention is converted to nascent entrepre-
neurship and new business start-ups, it is nec-
essary to design and execute educational and
promotional programs which allow the po-
pulation to: acquire the knowledge and skills
needed to engage in entrepreneurial activity,
learn about the required entrepreneurial com-
petences to start a business, and develop an
entrepreneurial career plan which allows them
to move effectively into the following stages
of the entrepreneurial process.

In table 11, the intentional entrepreneur are
analyzed by gender, and the males show a
higher propensity than the females (disparity
factor 1.28)

Table 11. Intentional Entrepreneurs by gender. Colom-
bia (2012).

Male 64.0%
Female 50.2%
Disparity 1.28

Source: Compiled by authors

Figure 8. Nascent entrepreneurs (2009-2012)

MAIN RESULTS

5.4 NASCENT ENTREPRENEURS

In GEM, a nascent entrepreneur is an adult
(16 — 64 year old) who has been in the last 12
months actively involved in setting up a busi-
ness they will own or co own, but the business
has not paid salaries, wages or any other kind
of remuneration to employees or owner for
more than 3 months. Figure 8 shows the results
obtained in Colombia and the three economic
groups, in the last four years.

The Colombian results are very high in this
stage of the pipeline, and in all the years, -ex-
cept 2010 with the factor driven economies-,
the result are higher than all the economic
groups. Compared with the innovation dri-
ven economies, the propensity is at least 3
times higher. It is important to observe that
the innovation and efficiency countries are
growing in this indicator.

Colombia in 2012, with 14% of nascent en-
trepreneurs, indicates that about 4.314.765
adults are in the process of starting a busi-
ness, figure that is twice the Colombian loo-
king for a job.
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For the nascent Colombian entrepreneurs
some important elements were identified:

37% of them made their first sale in the
last three months, 16% made it between
the last 3 and 6 months, 19% made it be-
tween 6 and 12 months and, 28% made it
more than 12 months ago.

95% have clearly defined the product or
service that they will offer.

70% have a business plan.

38% have established contact with other
people to finance their business.

48% have a support human group for the
development of their.

36% already have purchased machinery,
equipment and/or implements for their

business.

33% already have bought raw materials,
inputs, products or services to suppliers.

29% consider that their enterprise is in
operations.

Figure 9. New entrepreneurs (2009-2012)

It's interesting to observe that even though
the proportion of nascent entrepreneurs is
very high in Colombia, a significant propor-
tion of them (70.9%) consider that they are
not in an operational level even though they
have made some sales of their product/ ser-
vices. This fact will be very important to con-
sider when in section 5.6 the total early stage
entrepreneurial activity (TEA) will be analyzed.

Table 12. Nascent entrepreneurs by gender (2012).

Male 15.0%
Female 12.3%
Disparity 1.25

Source: Compiled by authors

When the nascent entrepreneurs are ana-
lyzed by gender (Table 12), the males with a
propensity of 15.0% had more presence than
the females with a propensity of 12.3%, and
the disparity of 1.25, smaller than the one in
potential and intentional entrepreneurs.

5.5 NEW ENTREPRENEURS

In GEM, a new entrepreneur is an adult (16
— 64 year old) who has been managing and
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owning a business which has paid salaries,
wages or any other kind of remuneration
to employees or owner for more than 3
months but less than 42 months (3.5 years).
Figure 9 shows the results obtained in Co-
lombia and the three economic groups, in
the last four years.

The new entrepreneurs indicator shows very
significant fluctuation in Colombia (13% in
2010 and 7% in 2012) and the factor driven
economies (5% in 2011 and 13% in 2012),
and more steady values in the efficiency (5
— 6%) and in the Innovation driven econo-
mies (3%). The propensity to be a new en-
trepreneur in Colombia is higher, in all the
2009-2012 period than the propensity in
the efficiency driven and innovation driven
economies group, and in some years than
the factor driven economies.

There are several elements that the Colombi-
an new entrepreneurs show:

99% consider that they have completely
defined the product and/or the services
they have for their customers.

71% have a business plan.

44% have had meeting with banks and
other financial sources to search for finan-
cial resources.

51% have a support entrepreneurial group.

75% have purchased machinery, equipment,
implements and/or from suppliers.

77% have bought raw material/products
or services from suppliers.

89% consider that their enterprise is in op-
erations.

These results are quite different as expected,
of the results obtained with the nascent en-
trepreneurs.

MAIN RESULTS

In this stage, the gender difference is still signi-
ficant with a disparity of 1.33

Table 13. New entrepreneurs by gender (2012).

Male 8.2%
Female 5.7%
Disparity 1.33

Source: Compiled by authors

As shows table 13, although there are more
men (8.2%) than women (5.7%) involved in
the fifth stage of entrepreneurial pipeline,
the disparity is becoming smaller.

5.6 TOTAL EARLY ENTREPRENEURIAL
ACTIVITY (TEA)

The main indicator GEM produces is the
total early entrepreneurial activity (TEA),
which is composed by the percentage of
population (18-64 years old) who is either
a nascent (0-3 months) or a new entrepre-
neur (3-42 months).

Figure 10 present TEA for all the coun-
tries that participated in GEM 2012; and
a very significant difference can be ob-
served. The TEA moves from 4% in Japan
to a 42% in Zambia. Inside the economic
groups also significant differences can be
found:

In factor driven countries from 8% in Egypt
to 41% in Zambia.

In efficiency driven countries from 4% in
Russia to 27% in Ecuador.

In innovation driven countries from 4% in
Japan to 13% in United States.

In the efficiency driven economies, Colombia
with 20% is 4" in terms of TEA. In Latin Ame-
rica: Ecuador, Chile and Peru do have higher
TEA rates than Colombia.

)



Figure 10. TEA in participating countries 2012
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Figure 11 presents TEA for Colombia and
for the 3 economic groups for the period
2009-2012.

The TEA rate for Colombia has been showing
a declining trend from 25% in 2008 to 20% in
2012. These results may be explained by the
fact that the general socio-economical con-
ditions of the country have been improving:
growth of GNP, decrease of unemployment,
increase in foreign investments among other
elements. However, in the 2009-2012 pe-
riod, Colombia has had a TEA higher than
the average of the other economic groups in
most of the years.

It is very important to contrast the compo-
sition of TEA in Colombia: 14% of “nas-
cent” and 7% of “new” which indicates
that for every “new entrepreneur” there
are 2 "nascent”.

Table 14 presents this proportion for other

economic groups and some selected
countries.

Figure 11. TEA (2009-2012)
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Table 14. Nascent vs. new entrepreneurs in some
countries and economic groups (2012).

Nascent New Nascent/New
Colombia 14 7 2,0
Factor 12 13 0,9
Efficiency 8 6 1,3
Innovation 4 3 1,3
USA 9 4 2,3
Chile 15 8 1,9
Brazil 4 11 0,4
Denmark 3 2 1,5
China 5 7 0,7
Mexico 8 4 2,0
gl s 43
Taiwan 3 4 0,8
Korea 3 4 0,8

Source: Compiled by authors
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The fact that Colombia show one of the highest
proportions of nascent/new, indicates that
there are problems in the transition from nas-
cent to new and that new mechanisms and
support programs should be implemented
to improve this rate of conversion.

Helping the intentional entrepreneurs to de-
velop stronger entrepreneurial initiatives, pro-
viding mentoring and training in the very early
stages to develop their entrepreneurial com-
petences, helping in the commercialization,
providing appropriate financial schemes for
these stages, and providing follow-up to their
project may improve this conversion rate.

When TEA is analyzed by gender, again
males show a higher propensity (23%) than
females (18%).

According to the proportion of nascent and
new entrepreneurs, the ones in TEA, a total of
about 6.164.000 Colombians are involved in
the orientation of their entrepreneurial initia-

Figure 12. Established entrepreneurs (2009-2012)

tives and have paid remunerations to emplo-
yees and owners between 0 and 42 months.

Table 15. TEA by gender (2012).

Male 22.8%
Female 17.6%
Disparity 1.28

Source: Compiled by authors

As shows table 15, there are more men (23%)
than women (18%), it means, the gap be-
tween male and female still persists in the To-
tal Early-Stage Entrepreneurial Activity, along
all entrepreneurial pipeline.

5.7 ESTABLISHED ENTREPRENEURS

In GEM, the adults owning and managing a
business who have paid salaries or wages, or
any other kind of remunerations to emplo-
yees or owners, for more than 42 months, are
defined as established entrepreneurs. Figure
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12 presents the percentage of established
entrepreneurs in Colombia and the three
economic groups in the period 2009-2012.

Colombia shows a decreasing trend from a
13% (2009) to a 7% (2012). In the factor driven
economies, the results are also very unstable
from 6% (2011) to 13% (2010) in the rate of
established business owners. The efficiency
driven countries have had fluctuation from 7%
to 8% and the innovation driven economies
had been completely stable at 7%.

The Colombian indicator has reached a va-
lue very close to the innovation driven eco-
nomies when four years ago it was practi-
cally twice as big. What is happening with
the established business. GEM data does
not provide information about this impor-
tant question but the indicator should call
the attention of entrepreneurial policy for-
mulators, mainly in term of designing new
support for business after their initial years.

Table 16 presents the propensity of males
and females toward the established busi-
ness stage and again males show higher in-
dicator than females. The disparity is very
high (1.8).

The 7% rate of established business indicates
that about 2.167.400 adult Colombians are
managing entrepreneurial initiatives that
have paid remunerations to employees and
owners for more than 42 months.

Table 16. Established business by gender (2012).

Male 9.0%
Female 4.6%
Disparity 1.8

Source: Compiled by authors

A research specifically oriented towards this
segment of entrepreneurs and enterprises is
urgent, because the country needs that the
efforts, in the previous stages of the entre-
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preneurial pipeline, be more productive in
terms of established business.

5.8 INTEGRATED ENTREPRENEURIAL

PIPELINE

When all the previous data are integrated,
it is possible to construct an info graphic
as the one shown in figure 13 and 14 that
represent the entrepreneurial pipeline for
Colombia and Latin America (respective-
ly). Several facts can be identified in these
figures:

In socio-cultural acceptance of entrepre-
neurship, Colombia with 78% is higher
than Latin America (71%) and is general
higher than all the three economic groups.

In potential entrepreneurs, even though
there is a "leak” of about 14 points, in
relation to the socio-cultural acceptance
indicator, still Colombia (64%) and Latin
America (62%) are higher than all the eco-
nomic groups.

In intentional entrepreneurs a “leak” of
only 9 points in relation to the potential
entrepreneurs, happen in the Colombia’s
case. Latin America shows a significant
leak from 62% to 34%, which should be
analyzed by the different countries.

Going from intentional to nascent, Co-
lombia has the biggest leak, a decrease
of 43 points. Latin America drop only
23%. This data brings the need to ana-
lyze in detail what is happening with the
support system in Colombia.

Going from nascent to new, a decrease of
7 point in Colombia and 5 points, in La-
tin America, get that the total figures for
Colombia and Latin America get equal in
7%. Again this data arise the point about
what is happening with the support sys-
tem because practically for two nascent
there is only one new.
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Figure 13. Entrepreneurial pipeline. Colombia 2012
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Figure 14. Entrepreneurial pipeline. Latin America 2012
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Going from new to established the leaks
are 0% for Colombia, and 1% for Latin
America; nevertheless, this final data is very
close to the innovation driven economies.

The integral entrepreneurial pipeline indicates
that Colombia and Latin America do start with
a high percentage of people with a positive
social perception on entrepreneurship (78% in
Colombia, 71% in Latin America) higher than
any other group of countries, but at the end
of the pipeline, Colombia and Latin America,
show the same values than innovation and effi-
ciency driven countries. The relationship be-
tween established business and socio-cultural
acceptance indicates that only 1 of every 11
people becomes an established entrepreneur.

Figures 15 and 16 present the Colombian
entrepreneurial pipeline for males and fe-
males to integrate all the analysis made in
the different stages. From them is clear that:

Even though in the socio-cultural accep-
tance of entrepreneurship, females show
a better indicator, in all the other stage
indicators, there is a gap between males
and females, with a disparity factor that
go from 0,97 to 1,80.

A deeper study is needed to identify the
causes that produce these disparities in all
stages of the entrepreneurial pipeline.

The previous study should provide the
fundamental information to design a real
entrepreneurial policy for women that can
in the medium term, resolve the disparity.

The policy should have very specific su-
pport systems for women entrepreneurs:
including educational programs, career
plan development, opportunity identifica-
tion, risk taking behavior, entrepreneurial
competences, financing schemes and lots
of mentoring and follow up to start having
successful cases that would be a motivator
for other women.

MAIN RESULTS

5.9 DISCONTINUOUS
ENTREPRENEURS

GEM analyzes also the different circumstan-
ces that entrepreneurs face and that move
them to discontinue their initiative either
temporarily or definitely. The discontinuance
rate is due to several factor, including pro-
blems with the enterprise development, with
activities required to keep the business in
operation, with new and better opportunities
either about their business (sell, exchange,
integrated, etc.) or about their personal de-
velopment (new employment opportunities,
travel choice, etc.), as well as with other fac-
tor dealing with health problems, living con-
ditions, family requirements and retirement.

Figure 17 presents the discontinuance rate
for Colombia and the economic groups (fac-
tor, efficiency and innovation driven). Colom-
bia’s results have been in the 5% to 7% range
in the 2009-2012 periods, higher that the
efficiency and the innovation driven econo-
mies, but lower than the factor driven which
had shown a very significant fluctuation (6%
to 12%).

Figure 18 shows the main reason that the
adults had in 2012, to discontinue their en-
trepreneurial activity in the last 12 months, in
Colombia. About 1/2 of the discontinuances
are due to the non-profitability of the busi-
ness, 1/2 to difficulties to financing the busi-
ness and 1/3 due to other reasons. In 6.7% of
the cases, the exit was planned, and in 3.7%,
there was an opportunity to sell.

In the Colombian case, the discontinuance
rate has been growing since 2010, but the
same trend has happened in the efficien-
cy and innovation driven economies, per-
haps as a reflex of the different economic
problems that all countries have had in the
last years.

The rise of the discontinuance rate may
be partly the cause of the reduction of the

9



Figure 15. Entrepreneurial pipeline of Colombian male entrepreneurs. 2012
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Figure 16. Entrepreneurial pipeline of Colombian female entrepreneurs. 2012
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Figure 17. Discontinuance rate (2009-2012)
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established business. A policy implication
may be to improve all the entrepreneurial 5.10 TEA AND ECONOMIC

support system to decrease the number of DEVELOPMENT

entrepreneurs that discontinue their entre- One of the main goals of GEM is to study the
preneurial endeavor due to non-profitability relation that may exist between total early
and financing difficulties. entrepreneurial activity (TEA) and economic

Figure 18. Reasons for discontinuance. Colombia 2012
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development, measured by the Gross Natio-
nal Product per capita (GNP PC) based on the
purchase power parity (ppp) concept. Figure
19 shows that relationship’ and there are three

sections with very different performance.

ment opportunities and the TEA begin to
decrease very quickly.

In countries with a medium GNP PC (7.000
US$ to 20.000 US$), there is a very signifi-

Percentage of Adult Population Involved in

Most of the countries, with low GNP PC
(<7.000 US$), which also are factor driven
economies, present an inversely propor-
tional trend: those with the lowest GNP-
PC had the highest TEA and TEA decrea-
ses quite rapidly as GNPPC increases. In
these countries unemployment and un-
deremployment are in general high, sta-
bility in employment is low, and people
have to look very intensely to the entre-
preneurial option to solve their income
need. Many of those entrepreneurial /
initiatives are focused in providing a sur-
vival income. So even though the TEA
is high their impact and value added to
GNP may be very low. In these countries
as the economic situation improves, the
people begin to search for new employ-

Figure 19. TEA vs. GNP PC

cant variation (4%<TEA<28%), mainly due
to cultural and institutional environments
that affect entrepreneurship, but again
there is a trend, not as strong as in the
factor driven economies, that indicated
that TEA decrease as GNP PC increases.
In these economies, the appearance of in-
dustrialization and service oriented activi-
ties, offer more job opportunities and for
that reasons the TEA decreases. In these
economies, there are a significant pro-
portion of opportunity based enterprises,
which may produce a growth in employ-
ment opportunities and in GNP. However,
the effect of them in economic and social
growth will present a time lag.

In countries with a high GNP PC (>20.000
US$) the variations of TEA are smaller (4%<
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TEA< 17%) and the decline of TEA with the
growth in GNPPC is slow. In previous years,
the graph did show an increase in TEA at
the highest level of GNP PC, explained
with the idea that the high incomes of the
people will allow them to start investing in
new projects. In these economies, most
of the businesses are opportunity based,
generating new opportunities and having
an effect in the GNP growth: quality in the
TEA is more important in these economies
than quantity.

When analyzing figure 19 is necessary to
understand that there are many economic,
environmental, cultural, political, historical,
variables that through the years have affec-
ted the development of the GNPPC and that
are significant difference in TEA due to other
cultural and social conditions.

One important point in this graph is to ob-
serve some clustering phenomenon happe-

MAIN RESULTS

ning for groups of countries: the Latin Ame-
rican countries, the east European countries,
the African countries, the Middle East and
the northern African countries, the west Eu-
ropean countries, the Asian developed coun-
tries. A deeper study is needed inside each
group, including socio-cultural variables and
other economic and institutional variables to
explain the variations in TEA.

Figure 20, which includes only the cluster of
Latin and Caribbean countries, clearly shows
that many other variables are needed to ex-
plain the variations in TEA among countries.

5.11 TEA BY CITIES AND REGIONS

Given the size of the sample taken in 2012
in Colombia, which includes some regional
studies, it is possible to analyze the situa-
tion of TEA by regions (Table 17) and by
cities (Figure 21). It’s very interesting to ob-
serve the significant variation, in TEA rates,

Figure 20. TEA vs. GNPPC. Latin America and Caribbean countries 2012
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by cities (4,5% to 50,5%), and the not so
significant differences between regions
(17,9% to 24,6%). Some of the differences
in the cities are due to the result of small
samples in those cities. In the case of Bo-
gota, Medellin and Cali, the data is fully re-
liable because 2000 interviews were done
in each city.

Table 17. TEA by regions. Colombia (2012)

Pacific

21,8%

Caribbean Central
18,4% 17,9%

Bogota Eastern
19.8%  24,6%

Source: Compiled by authors

Even though the policies to foster entrepre-
neurship in the different stages are usually

Figure 21. TEA by cities. Colombia 2012

formulated at the central level, the diffe-
rences between cities and regions show
that particular support programs should
be designed as the state level as the local
level to adapt national policies to the con-
ditions of the community, including all the
variables that define the entrepreneurial
support system.

In order to have more elements to design
regional policies, it is necessary to develop
deeper regional GEM studies that allow
measurements for every region, with statis-
tically significative sample for each one of
the variables of the entrepreneurial process
and allow the identification of the differences
among regions and the formulation of the
particular policies.
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ther important aspect of GEM data

is the possibility it brings in terms

of identifying different elements to
characterize entrepreneurs and enterprises.
The analysis will be made with the persons
and enterprises that classified in the TEA
(Nascent and New Entrepreneurs) and with
the persons and enterprises that classified as
established entrepreneurs.

6.1 AGE

One important variable in the entrepreneu-
rial process is to study the effect that age

may have in the propensity to develop new
entrepreneurial initiatives, and also identify
the distribution of the established entrepre-
neurs in terms of their age.

Figure 22 presents the data for Colombia in
2012 in terms of the propensity that every
age group has toward entrepreneurship. The
age group with the highest propensity is the
25-34 years, which shows a TEA of 25.2%,
which means than from the adult population
with ages between 25-34; the 25,2% is in the
early stages of entrepreneurship (Nascent
and New entrepreneurs).

Figure 22. Propensity toward entrepreneurship by age—Colombia 2012
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Figure 23. Established entrepreneurs by age-Colombia 2012
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The adult young population (25-34), show
the highest propensity toward early stage
entrepreneurial initiatives in Colombia, but
the young population (18-24) shows a high
propensity too (20.9%) which demonstrates
that the myth that to become an entrepre-
neur need to be old, is not true. These results
also show the significant relevance that de-
velopment and support programs for youth
should have in any entrepreneurial develop-
ment policy, but also show the need to de-

Figure 24. TEA male/TEA female Colombia 2012
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velop programs for adults, who may have an
advantage due to their experience and prac-
tical knowledge.

Figure 23 present the propensity of the es-
tablished entrepreneurs in terms of their age.
The group (45-64 years old) has the highest
percentage with 22%. The difference in age
between the highest propensities for na-
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trepreneurs are quite understandable along
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the pipeline, but they brought the need to
enhance support programs for youth to keep
the flow of entrepreneurs to the established
business, but to produce an economic im-
pact in the socio-economic growth of the
country policies should be implemented to
get the established business to grow.

6.2 GENDER

When the early entrepreneurial activity is
analyzed by gender the propensity of the
males is 22.8% and of the females is 17.6%.
The ratio TEA male/TEA female, in Colom-
bia, is 1.3, one of the highest in the region.
As indicated by figure 24, there was a signi-
ficant improvement in this ratio in the period
2008-2010, but then in 2011 the proportion
was again very high.

Why do males have a 30% bigger propensi-
ty toward entrepreneurship than females in
Colombia?

When age and gender are included in the
same analysis as indicated by figure 25, only

the 45-54 ages group present a low differen-
ce between the propensity toward entrepre-
neurship of male and females, and the worst
ratio is the young where the males have a
54% higher propensity than the females.

In the established business, 64, 6% of the
owner managers are male, and 35,4% are fe-
males. The disparity rate here is higher (1.82).

The whole goal of the policy should be to
strengthen the role of women’s entrepre-
neurship in the economy with particular
subprograms that made aware to young
women about the high potential they have
in terms of an entrepreneurial career. These
subprograms should include the use of
many successful women entrepreneurs as a
role model and many other educational and
promotional activities.

6.3 MOTIVATION

One very important aspect of the entrepre-
neurial process, is the understanding of the
motivation that drives the entrepreneur,

Figure 25. TEA male/TEA female by age. Colombia 2012
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when decides to start a new entrepreneu-
rial activity. GEM provides to the entrepre-
neurs two basic situations: “by necessity”
understood as “no better choice for work”
and "by opportunity” as “taking advantage
of a business opportunity”. Between these
two extremes, there are entrepreneurs that
consider that both circumstance motivated
their action.

Figure 26 shows that, in 2012, 87.5% of the
Colombian entrepreneurs (Nascent and New)
consider themselves motivated by opportu-
nity (purely or partly). When the motivations
are compared within the main three econo-
mic groups, the proportion of necessity mo-
tivation is distributed as follows: factor driv-
en (35%), efficiency driven (28%), Innovation
driven (18%). However, when a new catego-
ry is built: Improvement driven opportunity,
(composed of those who are opportunity
driven but, in addition they desire greater
independence, in their work or seek to main-
tain or improve their income), the Colombian
figure moves to 48%, the factor driven to
42%, the efficiency driven to 46% and the in-
novation driven to 51%.

Figure 26. Motivation in TEA. Colombia 2012
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Source: Compiled by authors
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There are also differences in the motivation
by gender: in Colombia, the male entrepre-
neurs in 89,8% of the cases consider that
their motivation was opportunity based, and
84,9% of the females have the same con-
sideration. Whereas 93 % of young people
(18-34), male or female, consider that their
motivation was “opportunity oriented”.

It's important to mention that the proportion
of entrepreneurs that present as their main
motivation “necessity” have been decrea-
sing very significantly in the last years, in Co-
lombia, as indicated by Table 18.

Table 18. Nascent/new entrepreneurs necessity driv-
en. Colombia (2009-2012)

2009 2010 2011 2012

%Necessity

Driven 34%

41%  25% 12%

Source: Compiled by authors

This trend may be caused by the improve-
ment of the socio-economic conditions, but
also may be the result of a cultural bias that
is moving people to avoid the “necessity”

35,7%

. Partly opportunity
. Purely oportunity
‘ Necessity
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as an explanation of their entrepreneurial
activity. A more detailed study is needed to
understand the motivations that drive the en-
trepreneurs in Colombia.

The increase in opportunity driven entrepre-
neurs does not correlate with the significant
loss from the nascent to the new entrepre-
neur stages defined in the entrepreneurial
pipeline. So it is necessary not only to get
better precision in the real motivation of the
nascent and new entrepreneurs, but also to
improve the training and support system
to enable the entrepreneurs to harvest the
opportunities they are identifying.

In the case of necessity driven entrepre-
neurs, it is very important to develop pro-
grams that enable them to identify better
business initiatives, to better manage them,
and in general to be able to pursue a real
business opportunity, even though their ba-
sic needs are strongly pushing them just to
do “something”.

Figure 27 shows that the necessity driven
motivation is substantially higher in the

older age groups. The loss of jobs, the
difficulty to get a new job at higher age,
the lack of resources for retirement, may
be some of the causes that generate these
different results. Specific development and
support programs are needed for the adult
population.

Many improvements are needed for the po-
tential, intentional and nascent entrepreneur
support system, to increase the like hood of
real opportunity based initiatives because
the necessity driven ones are riskier and less
able to generate sustainability and growth in
the medium and long term.

6.4 EDUCATION

The entrepreneurial competencies are deve-
loped through different learning experien-
ces, but one important variable to study is
the relation that the level of formal educa-
tion has with TEA and the basic motivation
to start a company.

Figure 28, which presents the TEA in each
educational group, shows a trend of in-

Figure 27. Nascent/new entrepreneurs necessity driven by age. Colombia 2012
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creasing TEA as the level of education in-
creases, except at the graduate level. The
higher figure of the technological level with
respect to the undergraduate level may be
explained more from the educational orien-
tation viewpoint than from the level. Tech-
nological level has more action oriented
training, better applicative technology and
science orientation.

The graduate group may be composed of
people who have had the opportunity to
hold good positions in employment and for
that reason their competences may be less
oriented toward the business creation pro-
cess. In addition to that is important to rec-
ognize that most of the graduate programs
in Colombia have not already included en-
trepreneurial orientation and education in
their curricula, which is a weakness of the
educational system because they are the
ones with the best elements to develop new
enterprises with high impact and better po-
tential in the long term.

Other important hypothesis to test is if there
is a relationship between necessity driven
motivation and educational level. Table 19
shows that the percentage of entrepreneurs
(nascent and new) motivated by necessity
decreases as the educational level increases.

COLOMBIAN ENTREPRENEURS PROFILE

Table 19. Necessity driven vs. educational level. Co-
lombia 2012

Educational level Percentage
Primary 16.1%
Secondary 19.2%
Technical 11.7%
Technological 13.0%
Undergraduate 6.0%
Graduate 2.1%

Source: Compiled by authors

The explanation of two odd points: secondary
and technological level will require a deeper
research and maybe a disaggregation be-
tween the ones that finished each educational
level and those that did not complete the level.

It is very important to observe the low ne-
cessity driven figure at the undergradua-
te level and for the graduate level. More
knowledge, more experience, get people
to analyze better option and to design their
entrepreneurial opportunity.

6.5 HOUSEHOLD INCOME LEVEL

The economic condition of the entrepre-
neurs (nascent and new) has a role not only

Figure 28. Nascent/new entrepreneurs by educational level. Colombia 2012
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in terms of the propensity toward entrepre-
neurship, but also about the motivation (ne-
cessity/opportunity).

GEM measures the economic condition of
the entrepreneurs in terms of the number
of minimum monthly legal salaries (SM-
MLV) that the household is receiving. The
propensity of each income level toward
entrepreneurship is presented in figure 29,
indicating that the level of entrepreneurial
activity increases as the household income
level increase.

Table 20 present the proportion of adults,
in every level of household income, which
is in their early stage entrepreneurial pro-
cess and shows necessity driven motiva-
tion. As expected, the lower household
income the higher proportion of people
driven by necessity.

New orientation programs are needed to
adults with low household income to im-
prove the orientation of their entrepreneurial
initiatives.

Table 20. Household income vs. necessity driven. Co-
lombia 2012

i Involved in
HouséhMoll\‘lil Ll\r;;:ome Necessity eal'lr-stage
Entrepreneurial Activity
Less than 1 24.8%
From 1to 2 14.3%
From 2 to 3 10.2%
From3to 4 10.7%
From4to 5 13,0%
More than 5 6,7%

Source: Compiled by authors

6.6 LABOR SITUATION

GEM asks about the work status of the adults
at the time of the interview. Table 21 shows
that 28.2% of the adults consider themselves
as self-employee.

However, when only the new and nascent
entrepreneurs are analyzed, 51.7% of them
consider self-employed and 32.7% of them
are employees in full time, which means that

Figure 29. Nascent/new entrepreneurs by income level. Colombia 2012
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they are not fully devoted to their entrepre-
neurial initiative. This situation may be the
explanation of the low proportion of “na-
scent” going to “new” and of the low level
of “established” entrepreneurs.

Table 21. Labor situation. Colombia 2012

New and
Total
3 nascent
population entrepreneurs
Employee ful 34,4% 32,7%
tEi:f:loyee part 7.9% 4.8%
Self employed 28,2% 51,7%
Seeking
employment 9.6% 3.6%
Beed so% oo
Student 4,8% 2,4%
Homemaker 12,1% 4,2%

Source: Compiled by authors




ENTERPRISES
CHARACTERISTICS

7.1 SECTOR

For the characterization of business by sec-
tor, GEM uses the following classification of
the basic economic sectors (Table 22).

Figure 30 shows the distribution of the en-
terprises, “new and nascent” and “establi-
shed”, by economic sector.

The extractive sector shows a very low parti-
cipation and the consumer oriented sector is
the most prevalent. There are some differen-
ces between the participation of the different

Table 22. Classification of economic sectors

Sector Definition

Extractive Production of raw materials.

sectors in the nascent and new enterprises
and the established business.

Table 23 and 24 shows the changes in the
composition by sector of the “nascent/
new” and “established” business in the

2009-2012 period.

In general, either in the nascent/new or the
established categories, the most prevalent
sectors are the consumer oriented followed
by the transforming. The business services
sector has been quite stable in its repre-
sentation in the two categories, and the

Economic activities

Agriculture, forestry, fishing, and all mining

Transformation in the finished

Transformative product.

Construction, manufacturing, transportation,
communication, utilities, and wholesale

Provision of services to

Business services business

Finance, insurance, real estate, all business services

Provision of services to
consumers.

Consumer
oriented

Retail, motor vehicles, lodging, restaurants, personal
services, health, education and social services,
recreational services

Source: Compiled by authors
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Figure 30. Economic sector in nascent/new and established business. Colombia 2012
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Table 23. Economic sector of established business.
Colombia (2009-2012)

2009 2010 2011 2012
Extractive 7,4% 3,6% 3,3% 2,9%
Transforming 257% 21,4% 245% 31,3%
E:rs‘i,'i‘f:: 13,6% 143% 13,7% 16,8%
g‘r’i'::tr:jr 532% 60,8% 58,6% 49,1%

Source: Compiled by authors

Table 24. Economic sector of established business.
Colombia (2009-2012)

2009 2010 2011 2012
Extractive 99% 6,0% 39% 1,7%
Transforming 40,1% 33,6% 40,3% 37,2%
E:f",'l‘f:: 102% 12,8% 11,6% 11,2%
g‘r’i':r:‘t"e‘j’ 39,8% 47,6% 443% 49.9%

Source: Compiled by authors

extractor sector not only is the least repre-
sented but, it has been decreasing its par-
ticipation along the years.

7.2 JOBS

The creation of jobs is a very important cha-
racteristic to be analyzed. In the case of the
nascent/new and of the established enter-
prises the current distribution of enterprises
as a function of the number of jobs genera-
ted is presented in figure 33.

As expected the established business job
distribution is skewed to higher values than
the new and nascent business, however, only
19.9% of the established businesses have
more than 6 jobs, which confirms the data
about the prevalence of the micro and small
size enterprises in Colombia.

When the two groups of enterprises, nas-
cent/new and established are asked about
their expected jobs generation in five years,
the results change quite significantly as indi-
cated by figure 34.
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Figure 31. Economic sector distribution in nascent/new enterprises. Colombia 2012
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Figure 32. Economic sector distribution in established business. Colombia 2012
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Figure 33. Job creation by nascent/new and by established enterprises. Colombia 2012

More than 20 Jobs 3% 6%

6-19 Jobs 7% “ 14%

_ . Established
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70% 50% 30% 10% 10% 30% 50% 70%

Source: Compiled by authors

It is important to observe how the nascent/ The decrease from 37% to 4% in the area of
new enterprises present a better perspective  no jobs confirms the positive perception that
in terms of job generation that the establi- the nascent/new entrepreneurs have in terms
shed one, and also the sense of the capa- of growth. In the established ones, there are
city to grow is clearly more optimistic in the some improvements, but it is disappointing
nascent/new enterprises, from 3% to 23%, in  that 16% of them consider that after 5 years,
the area of “more than 20 jobs”. they will still have no job created.

Figure 34. Job creation in the next five years for nascent/new and for established business. Colombia 2012

More than 20 Jobs 23% “ 15%

Y O

] @ Esteblished

Nascent/N
1-5 Jobs | 42% “ 4rd, @ Nascent/New

No jobs 4% D 16%

60% 40% 20% 0% 20% 40% 60%

Source: Compiled by authors
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It is interesting at this point to consider the
notions the experts have about the growth
support system. Table 25 presents their
perceptions, and this is the best evaluated
framework condition (3.48)

The work in the support system of new and
established enterprises has to be significantly
improved along the entrepreneurial pipeline
but specifically in the “nascent” stage to get
more enterprises into the “new” stage and
the “established” stage, but if survival through
the stages is very important, an orientation to-

Table 25.Growth support. NES Colombia 2012

wards growth will need very specific mecha-
nisms in all areas of planning, implementing,
marketing, financing, mentoring, etc, to be
able to have a significant effect on the most
important variable for Colombia.

These results should derive in a policy toward
the development all over the country of Cen-
ters for Entrepreneurship Development that
provides support services to all types of en-
trepreneurs. The experience of the Centros
Alaya in Cali, the Cedezo in Medellin and
other similar institutions have to be expan-

In my country... 2012
There are many support initiatives that are specially tailored for high-growth 3.14
entrepreneurial activity ‘
Policy-makers are aware of the importance of high-growth entrepreneurial activity 3.29
People working in entrepreneurship support initiatives have sufficient skills and 3.48
competence to support high-growth firms )
Potential for rapid growth is often used as a selection criterion when choosing recipients 397
of entrepreneurship support ’
Government programs are highly selective when choosing recipients of entrepreneurship 3.20

support

Source: Compiled by authors

Figure 35. Technology level for nascent/new and established business. Colombia 2012
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Figure 36. Innovation level for nascent/new and established enterprise. Colombia 2012

No competitors 13%

Few competitors 33%

Many competitors 53%
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63%

80% 60% 40%

Source: Compiled by authors

ded to provide wider coverage. The actual
initiative of the Ministery of Commerce In-
dustry and Tourism to adapt the experience
of the Small Business Development Centers
(SBDC) of the USA to Colombia is a move in
the right direction.

The initiatives that the Colombia govern-
ment is promoting to get high impact en-
trepreneurial initiatives through programs
from INNPULSA, APSS.CO, among others,
need to be strengthen and stabilized in
the long run.

7.3 TECHNOLOGY

One essential element for competitivity is
the use of appropriate technology. GEM
measure technology level by evaluating for
how long has been in the local market the
technology the enterprises are using. Figure
35 present the composition of the nascent/
new and the established enterprises accor-
ding to the technology level.

The results, especially for the established
business are not good at all because 81.1%
of the enterprises are supported by techno-

20% 0%

20% 40% 60% 80%

logies that have been available in the local
market for more than 5 years. The situation is
better for the nascent/new enterprises where
17.3% are using very recent technologies, at
least in the local market.

It is very important that all entrepreneurial
actors: entrepreneurs, government, educa-
tional systems, understand the importance
of updated technologies to be able to com-
pete in the globalized economy in which the
country is every day more involved; but also
is very important to stimulate R&D not only
inside the enterprises but also inside univer-
sities research institutions and competitivity
centers to develop appropriate technologies
in the country. The role of Colciencias in the
development of new technologies is crucial
for the country development.

7.4 INNOVATIONS

The innovation level is measured in GEM,
in terms of the newness of the products in
the market, in the sense if the products of
the enterprise will be challenged by none,
few, or many products that all already in
the market.

Q
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Figure 37. Innovation level for nascent/new enterprises. Colombia 2012
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Source: Compiled by authors

As indicated by figure 36, most of the na-
scent/new and the established business are
in very competitive markets because their
products are very similar to the ones offered
by their competitor.

There is a positive factor in the nascent/new
enterprises that show a trend to increase the

33,3%

13,3%

9.4%

Few None

@® 2011 @ 2012

development of products that do not have
many competitors.

Figure 37 and 38 show the evolution of this
indicator in the 2011-2012 periods for es-
tablished and nascent/new enterprises. A
small improvement is observed in the na-
scent/new business.

Figure 38. Innovation level for established business. Colombia 2012
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70,0%
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Source: Compiled by authors



Figure 39. Innovation level (unfamiliar products/services
bia 2012
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) for nascent/new and established enterprises. Colom-
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. Nascent/New

None 20% 3%
Some 44% 38%
All 36% o
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Source: Compiled by authors

The other innovation measure made by GEM
is the evaluation of the proportion of con-
sumers that will consider the products/ser-
vices new and unfamiliar. Figure 39 present
the results for nascent/new and established
business in 2012. Again better indicators are
obtained by the new enterprises.

The third GEM approach to innovation is
measuring the proportion of consumers that
it has in international markets. Figure 40

shows the results for the new and established
business, in 2012, in this concept.

Figure 40. Innovation level (internationalization) for nasce
> 75% 49

From 25% to 75%

Under 25%

None 48%

60%

Again the results are not good because in
the nascent/new and the established be-
tween 85% and 89% of the enterprises have
more than 75% of their customers inside Co-
lombia. Less than 5% of nascent/new and
established enterprises are oriented to inter-
national markets.

Table 26 present the perception of experts
in terms of innovation which indicates a po-
sitive trend in the fact “consumers like to try
out new products and services “(3.55) but
a negative one in the fact, “consumers are

nt/new and established enterprises. Colombia 2012

. Established
‘ Nascent/New

52%

70% 50% 30% 10%

Source: Compiled by authors
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open to buy products and services from new
entrepreneurial companies” (2.94).

Table 26. Innovation. NES Colombia 2012

In my country... 2012
Companies like to experiment with new
technologies and with new ways of 3.02
doing things

Consumers like to try out new products 355
and services ’
Innovation is highly valued by 3.92
companies )
Innovation is highly valued by 3.60
consumers :
Established companies are open to

using new, entrepreneurial companies 2.80
as suppliers

Consumers are open to buying

products and services from new, 2.94

entrepreneurial companies

Source: Compiled by authors

The creation of significant value is associated
with new products and new markets; thus all
the entrepreneurial development programs
must explain, teach and reinforce the con-
cepts of innovation, flexibility, market orien-
tation, and widening market perspective as
essential elements for success and growth of
a new business.

Government and universities must foster
innovation and create a culture driven by it
so that regardless of whether individuals are
entrepreneurs or employees, they recognize
the importance that innovation has for com-
petitiveness.

“Innpulsa” (2012) is the program the natio-
nal government has initiated to foster inno-
vation. It is an instrument aimed to improve
the development and competitiveness of the
country which intends to motivate more en-
trepreneurs to venture in high impact busi-
nesses driven by innovation. It is also impor-
tant that Universities and Colciencias create
programs which support technology based
business in order to promote the creation of
enterprises.

7.5 FORMALIZATION

According to DANE (Colombian National
Department of Statistics), the proportion
of people working in the informal sector is
49.2% in the first semester of 2013. It means
that almost 50% of enterprises in Colombia
are in informality situation.

The Colombian government has been pro-
moting the formalization of the Colombian
enterprises. New rules, procedures, and

Figure 41. Registration for nascent/new and for established business. Colombia (2011-2012)

60% 56%
50%
40%
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Source: Compiled by authors

2012



stimulus have been set out. Confecamaras as
the network of Chambers of Commerce has
developed support programs to the formali-
zation framed in the Law 905/04.

As indicated by figure 41, the proportion of
registered business has increased from 2011
to 2012, in the nascent/new category but
also in the established business category.

Table 27, analyze in deeper detail the for-
malization process of the enterprises, and it
shows that only 9.3% of all the nascent entre-
preneurs have formalized their entrepreneu-
rial activity; 34.3% of the new entrepreneurs
have done the formalization and 56.2% of
the established entrepreneurs are formali-
zed. It is understandable that, as shown pre-
viously, many of the nascent entrepreneurial
initiatives will not survive and then they will
not do any formalization procedure for those
initiatives. After the 3 month period of pay-
ment or remuneration, the entrepreneurs
may have a more clear idea about the future
of their enterprise and she/he will start regis-
tering that initiatives.

Table 27. Registration for nascent, new and estab-
lished business. Colombia (2012)

Registered Nascent New Es;:g::i‘:d
Yes 9.3% 34,3% 56,2%

Source: Compiled by authors

When the reasons for not formalization pro-
cess, are analyzed in Table 28, it is possible
to observe that 58.4% of the established en-
trepreneurs consider that they do not need
to be formalized to carry on their business.
The other 40% is split in equal proportion be-
tween lack of information or training, lots of

ENTERPRISES CHARACTERISTICS

paper work or requirements, high taxes, and
other reason.

Table 28. Reasons for not formalize the enterprise
in nascent/new and established business. Colombia
(2012)

Nascent/

New Established
Lack of information
or training 13,1% 10,6%
A lot of paper work
or requirements 6,3% 10,6%
Fear of being
audited 0.2% 0,0%
Not needed for
your operation 28,4% 58,4%
High taxes 6,2% 10,6%
Other 41,9% 9,3%

Source: Compiled by authors

In the case of nascent/new entrepreneurs,
28.4% consider that they do not need to be
formalized for their operation, 13.1% lack of
information or training, and 41.9% present
other reasons not specifics as their main rea-
son to lack formalization.

There are still many barriers to business re-
gistration (i.e. formalization of new enterpri-
ses), in spite of recent efforts on the part of
the government to introduce simplification
rules, procedures, incentives, and support
programs developed by the Chambers of
Commerce. Nascent and new entrepreneurs
lack information about formalization proce-
dures and the benefits of formalizing and
deterred by expectation of burdensome pa-
perwork, compliance requirements, and high
taxes. This is an area requiring further atten-
tion by the government.



YOUTH

ENTREPRENEURSHIP

he last decades had been showing a

negative trend in terms of employment

opportunities for young people. There
are currently 1.2 billion young people in the
world, and the number is expected to con-
tinue to rise until 2035. Young people are
about 18% of the world population, but they
represent about 40% of all the unemployed
people in the world. About 200 million youth
are earning under USD $2/day and there is a
need to create 600 million new jobs over the
next 10 years just to sustain current levels of
employment (Ellis, K., & Williams, C., 2012).

In Colombia, 29% of the population is in the
range 14-26 years old; thus it is a very sig-
nificant group of people with the potential
and the responsibility for the future of the
country. In Latin America and the Caribbean,
the global youth unemployment is 14.9% in
2012, twice as the overall unemployment
rate in the region 6.7% (ILO, 2013). The In-
ternational Labor Organization, projected for
the period 2013-2018 that the youth unem-
ployment rate will oscillate between 13.2%
and 13.6% (ILO, 2013), for young males from
11.1% to 11.2% and for young females from
16.3% to 17%.

These facts, in addition to the GEM measure-
ments, that show that the age group with the

highest propensity toward new enterprise
creation is the 25-34 years old that the 18-24
years old group shows a significant value in
TEA, and the fact that there are many cases
of young people establishing very success-
ful organization had brought interest in the
study of youth entrepreneurship.

In 2012, several countries decided to include
a section in the APS and in the NES to study
youth entrepreneurship as a pilot exercise.
The first difficulty with the research was the
definition of young entrepreneurs.

Chigunta (2012) proposes a broad categori-
zation into three transitional phases:

u

Pre-entrepreneurs (in the age of 15-19
years): This is the formative stage. These

younger youth are often in transition from
the security of the home or education to
the work place. But, as Curtain (2000) ob-
serves, for many young people, the tran-
sition from education to work is not a sin-
gle step of leaving the educational system
and entering the world of work.

Budding entrepreneurs (in the age of 20-
25 years): This is the growth stage. These

youth are likely to have gained some expe-
rience, skills and capital to enable them run



their own enterprises. They often face three
enterprise pathways: 1) remaining stuck in
marginal activities; 2) going out of business;
and 3) running successful enterprises.

Emergent entrepreneurs (in the age of 26-
29 years). This is the prime stage. With va-

luable experiences in business, emergent
entrepreneurs have a higher level of ma-
turity than youth in the lower age groups.
Hence they are more likely to run more via-
ble enterprises than younger people.

In order to obtain a more specific view on
potential young entrepreneurs, Lewis &
Massey (2003) provide a diagnostic frame-
work for young entrepreneurs. Depending
on the level of readiness (level of skill and/
or exposure to enterprise) of young people
to engage in business and the level of inten-
tion to be enterprising, they distinguish four
different groups of potential young entrepre-
neurs (Figure 42).

Figure 42. Diagnostic framework for youth entrepreneurs

T Group A: Enterprise able
HIGH

business qualifications.

Current status - will be an employee or
student with either business experience or

YOUTH ENTREPRENEURSHIP

This kind of framework can assist researchers,
planners and policy-makers to obtain a better
understanding of the particular needs of the
young people as a group, and to identify
appropriate methods and promotion pro-
grams to improve the enterprise culture in a
selected country or region”.

GEM defines and identifies two groups of
young people: the first one called "Youth”
which cover people between 18 and 24 years
old, the second called “Young Adults” which
cover people between 25 to 34 years old.
These two groups have been used always by
GEM in all their studies.

The main results obtained for Colombia
young population were:

The social perception of entrepreneur-
ship in the young population (18-34) is
high, in 2012, it was 76%, and in 2011 it
was 77%.

Group B: Enterprising

Service needs - will be prepared to be self-em-

Eloyed, or already is self-employed. May have
usiness qualifications.

Personal characteristics - likely to have

Personal characteristics - likely to have
been exposed to enterprising role models
and/or had an enterprise education
experience.

Service needs - likely to require general
information and advice about business
start up.

READINESS

LOW

Group C: Pre - enterprise

Service needs - will be and employee or
student

Personal characteristics - unlikely to have
been exposed to enterprising role models
and/or had an enterprise education
experience.

Current status - likely to require exposure to
information about being enterprising and
what it takes to start a business.

—LOow

Source: Lewis and Massey (2003)

INTENTION

self-employed parents, or prior work experien-
ce in the same industry and had an enterprise
education experience.

Current status - likely to require specialized
information and business advice and/or mento-
ring, and the opportunity to network with other
enterprising young people.

Group D: Enterprise aware

Service needs - will be interested in being
self-employed or already be self-employed.
Personal characteristics - likely to have
self-employed parents, prior work experience
and/or had an enterprise education experience.
May already have a business idea.

Current status - likely to require skill develop-
ment and information and advice about
business start-up or management.

HIGH —)>
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The potential entrepreneurs are also high:
64% in 2012 vs. 68% in 2011.1n 2012, 71%
of young Colombians considered that
they are able to perceive opportunities,
52% considered they have the capabilities
to establish and run an enterprise and 70%
were not afraid to start their business due
to the risk of failure.

The level of intentional entrepreneurs was
also high among young Colombians (64%
in 2011 and 65% 2012), and that figure is
higher than the Colombian overall popu-
lation figure, indicating that young people
has a higher intention rate to become en-
trepreneurs that older people.

When gender is considered, the data re-
veals that the intentional entrepreneur
rate among young males is 70.4%, but
among young females is 59.7%. These re-
sults indicate that the gender gap is not
closing among young people as might
be expected. More research is needed to
determine the major reasons for the gen-
der disparity in entrepreneurial intent and
identify remedial actions.

A very important data is that when young
people were asked about their long term
preferences, 99% of the young Colom-
bians indicated “Running my own busi-
ness” and only 1% indicated “Employed
by others”. This perception should be
seriously considered by educators and
should move them to include in the curri-
cula more Entrepreneurial Education.

The nascent entrepreneurial rate among
young Colombians was 16% for 2011 and
15% for 2012. Very much at the same level
that the overall Colombian rate.

For youth nascent entrepreneurs in Colombia
some important elements were identified:

The 34% of them made their first sale in
the last three months, 24% made it be-

tween the last 3 and 6 months, 12% made
it between 6 and 12 months, and finally,
29% made their first sale more than 12
months back.

96% have clearly defined the product or
service to offer.

70% have elaborated a business plan.

43% have established contact with other
people to finance their business.

57% have a support group for the develop-
ment of their business.

37% already have purchased machinery,
equipments, inputs, implements for their
business.

35% already have bought the raw mate-
rial, inputs, products or supplier services.

26% consider that their enterprise is in
operations.

83% already made their first sale.

The new entrepreneurial rate among
young Colombians was 7% for 2011 and
8% for 2012, a little higher that the overall
Colombian rate (7%).

There are several elements that the youth
new entrepreneurs in Colombia show:

100% consider that they have defined the
product and/or the services they have for
their customers.

71% have a business plan.
53% have had meeting with banks and
other financial sources to search for finan-

cial resources.

54% have a support entrepreneurial
group.



73% have purchased machinery, equip-
ments, inputs, implements for their
business.

75% have bought the raw material/products
or services from suppliers.

91% consider that their enterprise is in opera-
tions.

94% already made their first sale.

The total early entrepreneurial activity
(TEA) for young Colombian was 23% in
both years, higher than the overall Colom-
bia TEA, which shows a bigger propensity
of the young population toward entrepre-
neurship.

The gender gap in the TEA rate is lar-
ger for the youth population than for the
overall adult population: 26.7% among
young males, and 19.3% among young
females. This is a difference of 7.4 per-
centage points (or a ratio of 1.38 young
male entrepreneurs for everyone young
female entrepreneur) compared to a gap
of 5.2 percentage points for the whole
adult population (a ratio of 1.3 male en-
trepreneurs for everyone female entre-
preneur). These results again confirm the
gender disparity along the entrepreneu-
rial pipeline.

The established entrepreneur rate for the
young Colombians, in 2012, as expected
is lower (3%) compared to the Colombia
overall population (7%),

The discontinuance rate for the young Co-
lombian is 6% in 2011 and in 2012, higher
in the female young population (6,8%)
than in the male young population (5,3%).

The main finance sources for the Co-
lombian new young entrepreneurs are
personal savings (54.3%), banks and fi-
nancial institutions (19%), family savings

YOUTH ENTREPRENEURSHIP

(15.1%) and friends (5.2%). The fact that
government programs do not appears
as a source is an indicative of the lack of
specific policy from the government to
finance young entrepreneurs. Given the
fact that the government has established
different financing schemes: Fondo Em-
prender, INNpulsa, Bogotd Empren-
de, Cultura E (Medellin), Accién Social,
Chamber of Commerce Programs; and
that very frequently the government in-
dicates that there are unutilized financial
resources for the nascent/new entrepre-
neur, it is necessary to research this topic
not only in general, but very specifically
for the young population. Maybe the lack
of confidence of the young to ask for fi-
nancial resources and the lack of confi-
dence of the governmental institutions
in the young people may be the cause
of the different statements made by the
young and the government. However,
in terms of policy formulation should be
clear that the conditions for financing
new enterprises oriented by young peo-
ple are quite different from the ones for
old people.

One interesting point was the fact the pa-
rents of the nascent/new young entrepre-
neurs were basically employees or not em-
ployed (50.4% of the fathers and 46% of
the mothers respectively), and a low pro-
portion of mothers were running their own
business (18%), which shows again the
lack of validity of the myth about “born
entrepreneur”.

The main influencer in the decision of the
youth Colombian to start a new business
were the friends (41%), the parents (23%)
and other family member (16%).

Figure 43 shows the investment that
young Colombian entrepreneurs required
to start their business. In 64% of the cases
less than $ 10.000.000 COP about USD $
2.000 was needed.
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Figure 43. Capital required starting a business by youth entrepreneurs. Colombia 2012
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Table 29 and Figure 44 show the entre-
preneurial pipeline for young (18-24), for
young adults (25-34), for adults (35-64)
and the Colombians as a group.

The entrepreneurial pipeline for these
different categories shows a low varia-
tion in the scores between categories.
The social perception oscillates between
74.4% and 78%, the potential entrepre-
neurs from 64.2% to 65%, and the dis-
continuous entrepreneurs from 5.7% to
7%. However it is interesting to observe
that there is a notable difference be-

tween TEA in the adult population and
TEA in youth adult (25-34 years old),
which reinforce the importance that has
to be given to the entrepreneurial youth
policy as the main source of the new
enterprises that will enrich the entre-
preneurial Colombian environment. The
difference in the established business fi-
gure 9.9% for 35-64 and 4.4% for 25-34
and 1.4% for 18-24 is a logical difference
because it is well known in all the coun-
tries that the owners and managers of
established companies are persons with
higher experience and higher age.

Table 29. Entrepreneurial pipeline: youth, adult youth and adult population. Colombia 2012

18-24 25-34 35-64 Colombia
Social perception 74,4% 77,7% 79,2% 78,0%
Potential entrepreneurs 64,4% 64,4% 64,2% 65,0%
Intentional entrepreneurs 67,6% 62,3% 50,3% 57,0%
Nascent entrepreneurs 15,3% 15,5% 11,4% 14,0%
New entrepreneurs 5,6% 9.7% 5,9% 7,0%
TEA 20,9% 25,2% 17,3% 20,0%
Established entrepreneurs 1,4% 4,4% 9,9% 7,0%

Source: Compiled by authors
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Figure 44. The entrepreneurial pipeline: youth, adult youth, adult and Colombia population. Colombia 2012
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These GEM results suggest that Colombian
youth are very aspirational toward entrepre-
neurship and thatthereis a very high entrepre-
neurial potential in the young people which
represents 29% of the population (Programa
Colombia Joven, 2001), but also it shows the
need to nurture their entrepreneurial skills
from the very early stages of formation. This
would require that the educational system
move more strongly and quicker to adopt
the idea of including entrepreneurial compe-
tence as a basic element in the Institutional
Education Plan (PEIl in Spanish). Including
and integrating entrepreneurial innovation,
value creation, entrepreneurial training in all
stages of the Colombian education system
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should be a must for the Colombian educa-
tional development policies. Those actions
will not only increase the level of knowledge
of students about the many facts of entre-
preneurship, but also will cultivate in them
an employer mindset rather than an “emplo-
yee mindset”. The educational adjustment
should include specific elements to develop
women entrepreneurs.

It is impossible to envision a prosperous
and dynamic entrepreneurship ecosystem
without a strong focus on entrepreneurial
education that prepares youth for productive
and self-sufficient lives.




IMMIGRATION AND
ENTREPRENEURSHIP

hrough the years, the idea that immi-

grants have a stronger orientation to-

ward entrepreneurship has been ex-
pressed and exemplified (Jews in different
countries, Cuban and Latin America in U.S.A,
Chinese and Indies all over the world, Middle
East people in many countries). Even inside
the countries, immigrants from one region to
other region had been mentioned as more
entrepreneurial than the locals (In Colombia,
the “paisas” have been identified as entre-
preneurs in many other regions).

GEM tooks the decision to research, in the
2012 cycle, this important variable in the en-
trepreneurial process, because as globaliza-
tion grows every country will have a growing
effect in their social, cultural, economic struc-
ture from the different immigrant groups and
the entrepreneurial interactions with other
countries will grow.

“An especial set of questions on immigration
in the APS and in the NES questionnaire were

included to measure the entrepreneurial ac-
tivities and motivation of immigrants in 69
economies. The analysis specifically consi-
ders the impact of immigrants’ entrepreneu-
rial activity in the economies in which they
operate and measure variables as: growth-,
innovation- and internationalization-orienta-
tion” (Roland, X, et al.,2013).

“International migration is a key contributor
to globalization in cultures and in business.
Today there are more than 210 million in-
ternational immigrants worldwide and the
long-term trend indicates a further increase
within the next decades. Since the year
2000 alone, the number of international im-
migrants increased by 50 million” (United
Nations, 2013).

“An important area of debate on the so-
cio-economic effects of immigration, and on
the implementation of corresponding strate-
gies, centers on the labor-market. In econo-
mies with large numbers of immigrants, this



debate focuses on facilitating the econo-
mic and social integration of the immigrant
population as well as on regulations to ease
the immigration-related pressure on the la-
bor-market. In particular, the inflow of high-
ly-qualified immigrants is considered be-
neficial in many recipient economies to the
extent it alleviates a shortage of skilled labor.

On the other hand, for economies of origin,
emigration is usually associated with negative
development prospects regarding the selec-
tivity of migration. In many emigration econo-
mies, the outflow of highly-qualified persons
raises concerns about a “brain-drain” and
the loss of development potential. However,
in the past decade emigration has also been
related to positive effects in economies of ori-
gin. In this respect, social ties of emigrants to
their community of origin, financial remittan-
ces and return migration potentially induce
economic development.

Discussions on the labor-market issues of
immigration usually view immigrants as de-
pendently-employed, which is arguably the
typical case. Only recently has the potential
self-employment of immigrants been consi-
dered a vehicle for their socio-economic in-
tegration and a catalyst for economic growth.
In this respect, empirical evidence from a
number of economies suggests that immi-
grants differ from the non-in migrant popu-
lation in their prevalence for entrepreneurial
activity, their attitudes toward self-employ-
ment as well as their motivation for starting a
firm” (Roland, X, et al.,2013).

In Colombia, the influx of immigrants in many
entrepreneurial activities has been recognized
through the years: Bavaria, Manuelita, Caru-
lla, Supertiendas Olimpica, Café Aguila Roja
and many more were originally established by
immigrants (Revista Dinero, 2004); but, also
many Colombians that emigrated to other
countries have had a significant role on the
entrepreneurial context of those countries,
but also many of them have contributed very

IMMIGRATION AND ENTREPRENEURSHIP

significantly to the Colombian economy nor
only for the money they send back for their
families development but also because they
take Colombian production for their new li-
ving countries and in some cases when their
return they are better equipped (Knowledge,
experiences and resources) to start a local
business. In all areas related to immigration,
the studies are quite limited, and there is a
need to increase the knowledge about the
effects they have in the economy.

“Immigrants leave their home country in
most of the developing countries because
the local economies do not offer many
opportunities for the development and they
have the idea that developed economies will
provided them those opportunities. In entre-
preneurial terms the main motivation will be
necessity driven immigration.

The migration of the developed countries
to the developing countries, even though
may have some necessity driven situations,
in many cases is more an opportunity driven
process where the immigrants have espe-
cial knowledge or relations that gave them a
competitive advantage to the development
of a new enterprise.

It is important to keep in mind that many im-
migrants when they arrive to the new country
may have very difficult time finding a good
job and developing a career inside an enter-
prise, not only due to lack of contacts, lack
of languages in some cases, but also due to
their personal expectations and their cultural
differences” (Roland, X, et al.,2013).

For the study GEM identified two levels in
the immigration process:

First generation migrants which include
individuals that were born outside the
country in which they now reside.

Second generation migrants which in-
clude individuals that were born in the
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country in which they now reside, but any
one of their parents was born outside the
country.

In some areas of the world, GEM sample was
able to include a significant sample of first
and/or second generation migrants but in
other areas and many countries the size of the
sample was small. For that reason in many ca-
ses, the data will be integrated for regions or
for economies groups to be able to produce
some general indications about the subject.

In the Colombian case, only 1.3% of the sam-
ple identifies itself as first or second immi-
grant generation. Table 30 presents the re-
sults obtained in total early entrepreneurial
activity (TEA), in different areas of the world,
in first and second generation and compares
the results with the TEA of the general popu-
lation of those regions or countries.

The differences in TEA in the different re-
gions of the world for the total population are
kept for the immigrants of first and second
generation. In the Colombian case, neither
the first generation nor the second genera-
tion presents higher TEA than the overall po-
pulation. Similar behavior is shown in South

and Central America. In other regions, the
first generation shows higher TEA than the
one of the overall population. In innovation
driven economies, the highest TEA is shown
in the first generation and the lowest in the
non-immigrants; in efficiency driven econo-
mies the highest value is in non-immigrants
and the lowest is in the first generation, and
in the factor driven economies the highest
values is for first generation and the lowest
for non-immigrants.

These differences in TEA show that there are
many more significant variables in the be-
havior of the people that the fact of being or
not immigrant in a country of the region. The
competences of the immigrants, the level of
development of the country, the entrepre-
neurial framework condition, are very signifi-
cant variables, in the decision to become an
entrepreneur.

Figure 45 shows a significant difference be-
tween immigrants and the overall population
in Colombia in terms of motivation to start
new entrepreneurial activities. Only 3.3% of
the immigrant entrepreneurs do it by necessi-
ty meanwhile 12.5% of the entrepreneurs do
it by necessity.

Table 30. TEA for immigrants (first and second generation)

World Region Population) Generation) Generation
Colombia 20.1% 15.9% 16.2%
South and Central America 18.8% 17.1% 17.5%
U.S.A 12.9% 16.4% 12.3%
Western Europe (Including 6.1% 8.2% 7.9%
Israel)

Ezs;t:;)n Europe (Including 8.2% 8% 9.9%
ASIA 9.4% 11.7% 9.8%
Middle East and North Africa 9.3% 10.6% 12.3%
Sub-Saharan Africa 26.8% 31.3% 30.4%

Source: Compiled by authors



IMMIGRATION AND ENTREPRENEURSHIP

Figure 45. Immigrants entrepreneurs: opportunity vs. necessity. Colombia 2012
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In terms of gender, difference in the pro-
portion between men and women immi-
grants shows the same trend that in the rest
of the population. Most of the immigrants
(64%) and most of the non-immigrants are
male (56%).

In terms of job creation, the study shows than
first and second generation of immigrants
entrepreneurs are more growth oriented that
natives ones, in all three economic groups
(Innovation, efficiency and factor driven).

In terms of innovation measured by the no-
velty of the products brought to the market,
there are no significant differences between
immigrants and the native entrepreneurs, nei-
ther in innovation driven or in factor driven
economies, but there is a significant difference
in efficiency driven toward the immigrants.

As mentioned before, the framework condi-
tions had a very significant influence in the
decision to become entrepreneurs and the
development of the enterprise. GEM evalua-

Figure 46. Immigrants entrepreneurs by gender. Colombia 2012
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ted through the national expert survey several
elements, and they are presented in table 31.

The table 31 shows than in Colombia, there is
not a significant development in laws and re-
gulations to promote and support immigrants
that develop new entrepreneurial activity, that
the limitations and restrictions are very similar
to the ones natives have, than in terms of fi-
nancing and support there are not significant
differences with local people, and in general
that there is not a policy oriented to attract
foreigners to come to Colombia to establish
new enterprises different from the ones for
the native Colombians. It seems that the idea
is that they should adapt and compete with
Colombians at the same conditions.

Entrepreneurial policy for Colombia should
evaluate the convenience of developing spe-
cial incentives for immigrant entrepreneurs
as has been done in other countries (Chile
with its Startup-Chile could be a good case
to study). In terms of facilitating from visa, to
language and cultural training, to special tax
incentives, etc, but always keeping similar
facilities for the national and the Colombian
living in foreign countries that would like to
come back. The competition for entrepre-
neurial talents today globalized, and Colom-
bia need to find that entrepreneurial talents
wherever they may be.

Table 31. Entrepreneurhip and immigration. NES Colombia 2012

In my country... 2012
Laws and regulations to promote and support entrepreneurial activity of migrants coming 232
from developing countries are adequate. )
Laws and regulations to promote and support entrepreneurial activity of migrants coming 255
from developed countries are adequate. )
Foreigners from developing countries experience a greater number of formal restrictions 279
than natives, when they want to start-up a business. )
Foreigners from developed countries experience a greater number of formal restrictions 293

than natives, when they want to start-up a business.

Entrepreneurs who have migrated from developing countries have worse access to private 316

sector finance than native entrepreneurs

Entrepreneurs who have migrated from developed countries have worse access to private 275

sector finance than native entrepreneurs.

Entrepreneurs who have migrated from developing countries have worse access to start-

up support programs than native entrepreneurs 2.90
Entrepreneurs who have migrated from developed countries have worse access to start- 294
up support programs than native entrepreneurs :

Migration and integration policy explicitly identifies the potential of entrepreneurial 235

activity.

Source: Compiled by authors






ENTREPRENEURIAL
FRAMEWORK CONDITIONS

ince its inception, the GEM project has

proposed that early stage entrepre-

neurial activity is influenced by a set of
factors called: Entrepreneurship Framework
Conditions (EFC). The EFC are “the necessary
oxygen of resources, incentives, markets and
support institutions to the growth of new com-
panies” (Bosma et al. 2008). Also, the GEM
conceptual model has established a clear rela-
tionship between the EFC, entrepreneurship
dynamic and economic growth.

According to the GEM conceptual model,
the EFC may be present at any stage of eco-
nomic development, but can exert more in-
fluence when the basic requirements (prima-
ry education, health, infrastructure, etc.) and
the efficiency enhancers (higher education,
efficient market goods, proper functioning of
the labor market, financial markets developed,
etc.) are consolidated.

Although there is not a complete understan-
ding of the effect that variable have in entre-
preneurship development, GEM evaluates,
through the National Expert Survey, several
framework conditions (EFCs) to measure the
status of these in every country.

In 2012, Colombia surveyed 50 experts (en-
trepreneurs, policy makers, business and
support services providers, Investors, finan-
ciers, bankers, educators, teachers, entrepre-
neurship researchers), in the 9 different areas
indicated in the GEM model: Social and cul-
tural norms, physical infrastructure, internal
market openness, commercial and business
infrastructure, R&D transfer, education and
training, government programs, government
policies, financing.

However, in 2012, there were special areas in-
cluded in NES: Entrepreneurship and youth,
networking to do business, entrepreneurship
and immigration, innovation, growth support,
woman support, intellectual property legisla-
tion, motivation for entrepreneurship, skills to
start up and perception of opportunities.

Each expert, evaluates a different set of
statements using a Likert scale from 1 to 5,
where 5 indicates that the statement foster
entrepreneurship and 1 that the statement
block entrepreneurship.

Figure 47 presents the average results for
each one of the different areas:



In the entrepreneurial framework condi-
tions (EFC’s), only two of them (Social and
cultural norms and physical Infrastructure)
got a score above 3.0, and all the other
7 show values between 2.34 and 2.93;
which indicates significant limitations in
the EFC’s for the entrepreneurial activity
in Colombia.

In the other special areas, the score were
in the range 2.45 to 3.46.

Even though through the document some
of the NES results have been analyzed, it is
important to consider in the very way, some
of them to be able to generate some policy
recommendations.

ENTREPRENEURIAL FRAMEWORK CONDITIONS

10.1 FINANCIAL SUPPORT

Undoubtedly, financial support facilities are
very important for the entrepreneurial initia-
tives. Table 32 present the results obtained
in 2009 and 2012, and even though there
has been improvements in some areas, the
scores in all the six statements is low and
in some cases extremely low. The low de-
velopment of the Colombian environment
for funding new and growing firms may be
the reason for the small size, for the low level
of technology and the low innovation orien-
tation of the companies.

It is clear that big improvements are required
in this area such as the development of seed

Figure 47. Entrepreneurial framework conditions. NES Colombia 2012
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Table 32. Financial support. NES Colombia (2009-2012)

In my country, there is sufficient... 2009 2012
Equity funding available for new and growing firms 2.32 2.10

Debt funding available for new and growing firms 2.53 2.34

Government subsidies available for new and growing firms 2.34 2.84

Fund[ng ayailable from private individuals (other than founders) for new and 2.06 251

growing firms

Venture capitalist funding available for new and growing firms ) 1.94 2.18

Funding available through initial public offerings (IPOs) for new and growing 152 207

firms

Source: Compiled by authors

capital funds, angel investor’s network, new
debt funding with easier to fulfill require-
ments, government subsidies, access to
non-reimbursable government funds, stimu-
lus for savings oriented to investments in new
business, support to IPO’s, development of
venture capital firms, funds to develop tech-
nologies, among others.

10.2 GOVERNMENT POLICIES

Table 33 shows a significant improvement in
terms of government policies from 2009 to
2012, but still only two of the condition gets

above 3.0. The best results are for “support
for new and growing firms is a high priori-
ty for policy at national government level”
and the worst result is “new firms can get
most of the required permits and licenses in
about a week”.

The low scores in the sentences related to
the taxes, permits, regulations, licensing and
bureaucracy, in general, indicates the need
to work stronger in these areas, not only in
the policies at the national and local level,
but in terms of the specific entities that apply
the procedures.

Table 33. Government policies. NES Colombia (2009-2012)

In my country... 2009 2012
Government policies (e g , public procurement) consistently favor new firms 1.94 2.77

The support for new and growing firms is a high priority for policy at the national 288 3.40

government level

The support for new and growing firms is a high priority for policy at the local 2.47 3.06

government level

New firms can get most of the required permits and licenses in about a week 2.19 2.43

The amount of taxes is NOT a burden for new and growing firms 1.82 2.49

Ia;reesd?:tc;lc;lteh:;ggzﬁ;?sr:::ttvr“ggulations are applied to new and growing firms in 2.41 208

Coping with government bureaucracy, regulations, and licensing requirements it is 238 2.63

not unduly difficult for new and growing firms.

Source: Compiled by authors



The complex paperwork, processes and
varying regulations are an obstacle for
new enterprises and may explain the many
problems the entrepreneurial pipeline has.
It may also explain why, with so many po-
tential and intentional entrepreneurs, only
a small fraction achieve a startup business
(0-3 months) and even fewer maintain the
business for up to 42 months or longer than
42 months.

10.3 GOVERNMENT PROGRAMS

When 2009 data is compared with 2012 data,
in table 34 significant improvements can be
identified in most of the subjects analyzed,
but only two of them get above 3.0.

The biggest difficulty is that there is no sin-
gle agency where entrepreneurs with new
or growing firms can find the help they
need from a government program. The
idea of developing around the country, ser-
vices similar to the Centro Alaya that works
in Cali, with the government covering the
cost of these may be one improvement to
this problem

This idea is reinforced, in terms of the use of
other non-governmental institutions to pro-

ENTREPRENEURIAL FRAMEWORK CONDITIONS

vide these services because the results about
the coverage of the government program
(2.82) and the efficiency of them (2.83) is not
very good.

The small decrease in the national experts
‘assessment of the effectiveness of support
from Science Parks and Business Incubators
(mean score of 2.9/5 in 2012 versus 3.0/5
in 2009) may indicate a need to review the
models being applied in Colombia and their
actual impact.

Two main points arise from the NES results
about governmental programs:

1. The need to establish countrywide cen-
ter for entrepreneurship development,
similar to centers Alaya, financed by the
government (at all level), as is done by
the USA with SBC, and by the private
sector with the support of the universi-
ties top provide services along the whole
entrepreneurial process.

2. The need to review the operation of the
science parks and business incubators, to
increase not only their coverage, but spe-
cially their effectiveness and impact on
supporting new and growing firms.

Table 34. Governmental programs. NES Colombia (2009-2012)

In my country... 2009 2012
A wide range of government assistance for new and growing firms can be 217 259
obtained through contact with a single agency ) )
Science parks and business incubators provide effective support for new and 3.00 290
growing firms ) )
There are an adequate number of government programs for new and growing 272 3.23
businesses ‘ ‘
The people working for government agencies are competent and effective in 313 3.21
supporting new and growing firms ) )
Almost anyone who needs help from a government program for a new or growing 255 2.82
business can find what they need ) )
Government programs aimed at supporting new and growing firms are effective 2.81 2.83

Source: Compiled by authors

Q
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10.4 EDUCATION AND TRAINING

As shown by table 35, significant improve-
ment had been obtained from 2009 to 2012,
but again only two categories are above 3.0.

The problems at the primary and secondary
education are astonishing, and they show
that the goals of the 1014 law have not been
obtained. There is a significant lack of train-
ing in the development of entrepreneurial
spirit and the entrepreneurial competences.

There is a need to identify Colombian experts
in entrepreneurial education and convene
them as an advisory team to the Minister of
Education to help in the design of entrepre-
neurship-related curricula, pedagogic ap-
proaches, and academic material, as well as
in the formation of a set of trainers who could
expand the idea throughout the educatio-
nal system. If real entrepreneurial education
is not included in the curricula in the best
possible way, the results that the 1014 law
formulated will never be satisfied, and lots
of frustration will be developed in the young
person who wants to be an entrepreneur.

The national experts’ assessment of the de-
gree to which colleges and universities show

a small decrease in the mean score from 2009
to 2012, this suggests that, at these levels,
the adequacy of entrepreneurial education is
not improving.

The Ministry of Education should review of
the status of entrepreneurship education in
the whole educational system and provide
new orientations, and assign new resources
that enable the implementation of the Law
1014 in the country with the adjustments
that the data indicates, as necessary, to
produce more and better enterprises, more
and better entrepreneurs, and more value
generation.

10.5 R&D TRANSFER

In this essential element for spin off and for in-
creasing the competitivity of the enterprises,
the results, as shown in table 36, are not good
at all. Only one gets above 3.0

From the lack of capacity of the growing
firms to buy/develop/adapt the latest tech-
nologies (2.1), to the lack of efficiently trans-
fer of science, technology and knowledge
from the university and research centers (2.5),
to the lack of adequate subsidies (2.4) to the
lack of support to engineers and scientist to

Table 35. Education and Training. NES Colombia (2009-2012)

In my country... 2009 2012
Teaching in primary and secondary education encourages creativity, self- 231 26
sufficiency, and personal initiative ‘ :
Teaching in primary and secondary education provides adequate instruction in 181 23
market economic principles ’ )
Teaching in primary and secondary education provides adequate attention to 17 23
entrepreneurship and new firm creation : :
Colleges and universities provide good and adequate preparation for starting up 3.0 209
and growing new firms : :
The level of business and management education provide good and adequate 3.99 34
preparation for starting up and growing new firms ) )
The vocational, professional, and continuing education systems provide good and 3.1 3.1

adequate preparation for starting up and growing new firms

Source: Compiled by authors



Table 36. R&D transfer. NES Colombia (2009-2012)
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In my country... 2009 2012
New technology, science, and other knowledge are efficiently transferred from 236 25
universities and public research centers to new and growing firms ’ ’
New and growing firms have just as much access to new research and technology 2.09 23
as large, established firms ) )
New and growing firms can afford the latest technology 1.76 2.1
There are adequate government subsidies for new and growing firms to acquire 194 24
new technology ) )
The science and technology base efficiently supports the creation of world-class 3.00 3.3
new technology-based ventures in at least one area ) )
There is good support available for engineers and scientists to have their ideas 218 26

commercialized through new and growing firms

Source: Compiled by authors

commercialize their ideas (2.6), the R&D en-
vironment looks quite dark.

The Engineering and the Science university
programs at the undergraduate and gradu-
ate level need to have significant entrepre-
neurial programs. Colciencias should stimu-
late research oriented to the understanding
of entrepreneurship and the transformation
of knowledge in enterprises that add value,
create employment, generate taxes and pro-
duce wellbeing.

The Engineering and Science societies, the
universities, Colciencias and the communi-
ty in general should provide a significant
recognition to the professionals who are
able to develop engineering, technology
and science based enterprises on an equal
footing to the recognition assigned to con-
ducting academic research and writing and
publishing papers in peer reviewed jour-
nals; but the government has also to re-
view their policy in term of the resources
assigned for research and development,
still one of the lowest in Latin America as
a proportion of GDP. Something worrying
over other countries is “while Colombia
spends less than $ 1,300 USD per year
per researcher, Mexico is already investing

$13,000 USD per researcher per year, not
to mention the case of Chile, with $ 40,000
USD"” (Sistema de Informacidon, Gobierno
de la Republica de Colombia, 2011). The
“Regalias Policy” should be revised not
only to assign resources for traditional re-
search but also for enterprise oriented re-
sults, such as through technology transfer
and commercialization support.

Three main policy recommendations could
be formulated about this subject:

1. Integrate entrepreneurship curricula across
university programs, including engineering
and science programs.

2. Place a higher value on the work of scien-
tists and academicians to commercialize
their research results through new and
growing firms (e.g. spin-off ventures).

3. Increase the amount of government ex-
penditure on R&D as well as on programs
to encourage technology transfer from
universities and public research centres to
new and growing firms, and programs to
support new and growing firms in the ac-
quisition of new technology and commer-
cialization of their own R&D activities.
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10.6 COMMERCIAL AND BUSINESS
INFRASTRUCTURE

In the five categories that this general frame-
work conditions analyze, the results are again
not good at all. Only in one category (exis-
tence of enough subcontractors, suppliers,
and consultants to support new and growing
firms) get above 3.0. There are improvements
with respect to 2009.

But if the quantity of subcontractor, su-
ppliers and consultant is acceptable, the
matters related to the cost and to the qua-

lity of them are not well qualified: 2.39 and
2.76. The results in other services: legal
and accounting (2.84) and banking services
(2.72) are also quite low.

Commercial and professional infrastructure is
essential for entrepreneurs to develop their
business efficiently and establish competitive
advantages. Thus, the public and the private
sector should carefully study the best way to
provide these services, at a level, that allows
Colombian enterprises to compete at least
under equivalent environment with all the
foreign enterprises.

Table 37. Commercial and business infrastructure. NES Colombia (2009-2012)

In my country... 2009 2012

There are enough subcontractors, suppliers,

and consultants to support new and growing 3.09 3.17

firms

New and growing firms can afford the cost of

using subcontractors, suppliers, and consultants 2.00 2.39
It is easy for new and growing firms to get 252 276
good subcontractors, suppliers, and consultants ) )

It is easy for new and growing firms to get

good, professional legal and accounting 2.58 2.84
services

It is easy for new and growing firms to get

?ood banking services (checkin? accounts, 297 272
oreign exchange transactions, letters of credit, ) ’

and the like)

Source: Compiled by authors

10.7 INTERNAL MARKET OPENNESS

For GEM, internal market openness refer to
the opportunity that the new and growing
firms have in terms of introducing their pro-
ducts in the local, regional and national level.
Table 38 indicates that according to the natio-
nal experts, that is not the situation in Colom-
bia because, in all the areas, the score is below
2.8. With respect to 2009, improvements have
been reached, but they are still in the low level.

Government needs to develop and imple-
ment policies in a joint effort with the pri-

vate sector to improve the conditions on
the internal market openness, especially
when the effect of the free trade agree-
ments and the revaluation policy has been
favoring the foreign entrepreneurs and
enterprises.

The difficulties in finding a real niche in the
market may be one of the main causes of the
number of nascent entrepreneur that are not
able to get to the new entrepreneur stage. If
the new Colombian companies cannot access
the local market, there is not a significant
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Table 38. Internal market openness. NES Colombia (2009-2012)

In my country... 2009 2012
The markets for consumer goods and services change dramatically from year 256 25
to year

The markets for business-to-business goods and services change dramatically 244 25
from year to year

In my country, new and growing firms can easily enter new markets 2.15 2.6
The new and growing firms can afford the cost of market entry 2.09 2.4
eNsi:b?i:ge%r%‘:'vr:\nsg firms can enter markets without being unfairly blocked by 233 28
The anti-trust legislation is effective and well enforced 2.77 2.6

Source: Compiled by authors

chance that they will be able to get a place in
the international markets.

10.8 SOCIAL AND CULTURAL NORMS

The subject of social and cultural norms is
one of the best evaluated in the NES process.
In three out of five categories, the scores are
about 3.0.

Table 39 shows improvements over the 2009
results, but low levels in the “encouragement
for entrepreneurial risk taking (2.64)” and in
“encouragement for creativity and Innovative-
ness (2.79)" show improvement need areas.

In the entrepreneurial pipeline analysis, it was
shown that the adult population has a very

positive perception of entrepreneurship, but
in the potential entrepreneurs, it was shown
a high fear to failure, and here, in the NES,
the experts reinforce it that there is a pro-
blem with the risk taking. In the case of wo-
men, the study shows that the risk propensity
of them is lower, and this may be the partial
explanation for the lower scores that women
show along the entrepreneurial pipeline.

The cultural norms of self-sufficiency, auto-
nomy, personal initiative, risk-taking, crea-
tivity, and innovativeness, associated with
an entrepreneurial culture, should be rein-
forced by the educational system (through
entrepreneurial education) and the media
in terms of providing recognition to entre-
preneurs in all stages of the entrepreneurial

Table 39. Social and cultural norms. NES Colombia (2009-2012)

In my country... 2009 2012
The national culture is highly supportive of individual success achieved through own 3.46 330
personal efforts

The national culture emphasizes self-sufficiency, autonomy, and personal initiative 3.12 3.22
The national culture encourages entrepreneurial risk-taking 2.64 2.64
The national culture encourages creativity and innovativeness 2.79 2.82
The national culture emphasizes the responsibility that the individual (rather than 3.00 3.04

the collective) has in managing his or her own life

Source: Compiled by authors
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pipeline in order to develop a stronger en-
trepreneurial culture.

10.9 PHYSICAL INFRASTRUCTURE

The physical infrastructure needed for en-
trepreneurship development, is the only
framework condition that shows a signi-
ficant decreased from 2009 to 2012, as
shown by table 40, but in four out of five
the categories the results are above ave-
rage 3.0.

The support that the physical infrastructure
provides to new and growing firms is the ca-
tegory with the lowest scores and the pro-
blems of good highways, transportation sys-
tem, airport and in general, logistic limitation
should be the ones affecting it.

The higher cost and the lower quality of
communications and basic utilities are pro-
blems that should be considered because
they will reduce the competitivity of the Co-
lombian enterprises.

Table 40. Physical infrastructure. NES Colombia (2009-2012)

In my country... 2009 2012
The physical infrastructure (roads, utilities, communications, waste disposal) 276 218
provides good support for new and growing firms ) )
It is not too expensive for a new or growing firm to get good access to 3.71 3.10
communications (phone, Internet, etc) : )
A new or growing firm can get good access to communications (telephone, 352 331
internet, etc ) in about a week : :
New and growing firms can afford the cost of basic utilities (gas, water, 333 3.07
electricity, sewer) : :
New or growing firms can get good access to utilities (gas, water, electricity, 3.83 3.81

sewer) in about a month

Source: Compiled by authors







CONCLUSIONS

he 2012 GEM research in Colombia
allow several important conclusions.

The entrepreneurship framework con-
ditions have improved, in relation to 2009,
but still they are very limited to support
entrepreneurship.  Significant  changes
have to be done in the policies, programs
and activities to improve: entrepreneurial
education, financial schemes, research
and development transfer, physical infras-
tructure, commercial and legal infrastruc-
ture, internal market openness.

The entrepreneurial pipeline does not
show significant change in Colombia from
the 2011 to 2012 cycle. High values in
socio-cultural perception about entrepre-
neurs, in potential and intentional entrepre-
neurs, followed by a significant reduction to
nascent entrepreneurs (3 to 1) and then a
significant reduction to new entrepreneurs
(2 to 1), and a constant value going to es-
tablished entrepreneurs is the trend

Total early entrepreneurship activity (TEA)
keeps the 20% value, 11" at the world le-
vel, 4" in Latin America, but the fact that

in Colombia, the nascent entrepreneurs
represents 14% and the new entrepreneur
only 7%, is an indication about the limita-
tions of the support systems in the initial
period of the enterprises.

Established business with only 7% is an
alarming figure because is smaller than the
data of previous years indicating that the
number of enterprises passing the 0-42
months operating period is not significant
enough to replace, with advantage the old
business that for one or another reason are
closing their operations.

Innovation is still a concept that is not
rooted inside the business culture. Very
few Colombian companies are developing
innovations in products—services- process—
materials that will bring to the market new
products, and/or will have foreign costu-
mers, and/or will be based in new techno-
logies. A real policy to develop an innova-
tive culture is needed in Colombia.

Even though the data shows a trend in
the last three year of decreasing “necessi-
ty motivation”, some of the other results:



investment, growth potential, innovative-
ness, markets, etc. show the preponderan-
ce of very small business. Maybe there is a
cultural bias toward opportunities motiva-
tion when the population is asked about
both motivations.

The disparity by gender is still significant in
all the stages of the entrepreneurial pipe-
line. The men propensity is higher than the
women propensity, and a detailed research
should be designed to identify the reasons
for the disparity and to develop programs
and procedures that should be implemen-
ted to be able to solve the disparity.

The effect of immigrants in the Colombia
entrepreneurial system is not a very signi-
ficant variable: in one side the numbers of
immigrants in the sample were very low,
but also the TEA for immigrants was lower
than the TEA for native's one.

CONCLUSIONS

Youth entrepreneurship is a very relevant
subject. The groups 25-34 and 18-25 are
the ones with two out of the three highest
TEA rates. Given the number of young
people in Colombia and their decision in
the medium and long run (99% expect to
be entrepreneurs), it is necessary to deve-
lop very specific programs in entrepreneur-
ship for young people that should include
the possibility of running their business in
parallel with their academic training.

Again the positive relation between higher
academic training and a higher propensity
to be engaged in entrepreneurial activity
indicates the urgency of including entre-
preneurial education in the higher educa-
tion systems, undergraduate and gradua-
te degrees.



RECOMMENDATIONS

EM Colombia 2012 results, have des-

cribed the situation of entrepreneurs

and enterprises, identifying areas,
factor, variables, with high scores and other
with very low scored. Also, some disparities
had been identified, and special research
areas have been proposed.

In terms of policies two big subjects had ari-
sen:

How to improve the entrepreneurship
support system to ensure that there are
fewer leaks in the entrepreneurial pipeline
and how to produces a growing number
of new enterprises with the potential for
sustainability and growth.

How to ensure that nascent/new and es-
tablished enterprises are more innovative,
and growth oriented, especially in terms
of job impact.

These two questions require specific policies
and activities in several areas:

Policy to enhance the culture of entrepre-
neurship has to be designed and imple-
mented not only to improve the socio-cul-
tural perception about entrepreneurship,
and the percentage of adult population
willing to become potential entrepreneurs,
but also to improve the understanding
of the enterprises goals and operation
schemes of the Colombian employees.

Policy to develop and implemented and
entrepreneurial education program; in all
the educational levels, oriented toward
value creation as development strategy.
The minister of education should integrate
a commission of experts in entrepreneurial
education to evaluate the state of it in the
country and design the new policy and the
procedure to implement it.

A specific policy with specific support pro-
grams should be design for the youth to
help them to get the entrepreneurial com-
petences and to be able to carry on with a
high probability of success their entrepre-
neurial initiatives.



A research has to be done to identify the
specific causes that produce the dispari-
ties along the entrepreneurial pipeline be-
tween Colombian male and female, and
from that a policy for the development of
women entrepreneur has to be formulated
and implemented.

Additional policies, programs and resour-
ces, have to be developed to strengthen
the access to financial resources because
still they are limited and cumbersome
to obtain special financing schemes for
young and females should be considered.

Innovation, in the wide spectrum of possi-
bilities, has to define as a basic policy for
the country, as the tool that would provide
in the medium and long run the competi-
tivity elements that new and existing en-
terprises require not only to survive, but
specially to grow in terms of value and es-
pecially in jobs created. This policy should
include subjects as innovation culture, in-
novation centers, supporting, financing
and providing recognition to technology
based enterprise, spin-off from research
projects; support for R&D activities and
their application to productive projects,
support to technology transfer mecha-
nism, development of entrepreneurial
competences as: creativity, flexibility, wi-
der perception, market orientation, inven-
tive, in all the educational and entrepre-
neurial system, entrepreneurial education
for engineer and scientist; research grants
for the development of new enterprises,
among others.

RECOMMENDATIONS

A wider entrepreneurship support system
has to be implemented all over the country,
to wider the coverage to a bigger propor-
tion of Colombia model as Centro Alaya
in Cali, Cedezo in Medellin, Bogotéd Em-
prende, and the adaptation of the SBDC'’s
model promoted by the minister of com-
merce, industry and tourism, need to be
financed and integrated to share metho-
dologies and procedure had to identify the
most effective ones for each stage of the
entrepreneurial pipeline.

The regulatory system should be revised
to encourage higher levels of formalization
by reducing the burden than the nascent/
new and even established enterprises
found along their development. Stimulus
should be developed for the formalized
enterprises that are able to grow.

The limitations in internationalization re-
quire a special program that provides to
the entrepreneurs the capacities and the
willingness to go for international market
when they are planning their new ventures
and when they are managing their establi-
shed ventures.

The government should implement, may-
be in a joint venture with different re-
search group and with the entrepreneur-
ial organization, research teams that will
to study and measure different elements
of entrepreneurship as tools to evaluate
support systems and programs. The idea
of an entrepreneurial observatory should
be considered.
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ANNEX 1. GLOSSARY OF MAIN MEASURES AND TERMINOLOGY

Measure

Entrepreneurial Attitudes
and Perceptions

Description

Perceived Opportunities

Percentage of 18-64 age group who see good opportunities start a firm
in the area where they live.

Perceived Capabilities

Percentage of 18-64 age group who believe to have the required skills
and knowledge to start a business.

Entrepreneurial Intention

Percentage of 18-64 age group (individuals involved in any stage of
entrepreneurial activity excluded) who intent to start a business within
three years.

Fear of Failure

Percentage of 18-64 age group with positive perceived opportunities
who indicate that fear of failure would prevent them from setting up a
business.

Entrepreneurship as
Desirable Career Choice

Percentage of 18-64 age group who agree with the statement that, in
their country, most people consider starting a business as a desirable
career choice.

High-Status Successful
Entrepreneurship

Percentage of 18-64 age group who agree with the statement that, in
their country, successful entrepreneurs receive high status.

Media Attention for
Entrepreneurship

Percentage of 18-64 age group who agree with the statement that,
in their country, they will often see stories in the public media about
successful new businesses.

Entrepreneurial Activity

Nascent Entrepreneurs

Percentage of 18-64 age group who are currently a nascent entrepreneur,
i.e., actively involved in setting up a business they will own or co-own

but this business has not paid salgries, wages or any other payments to
employees and to the owners for more than three months.

New
Entrepreneurs

Percentage of 18-64 age group who are currently an owner-manager of a
new business, i.e., owning and managing a running business that has paid
salaries, wages or any other payments to employees or owners for more
than three months, but not more than 42 months.

Total Early-Stage
Entrepreneurial Activity
(TEA)

Percentage of 18-64 age group who are either a nascent entrepreneur or
a new entrepreneur.

Established Entrepreneurs

Percentage of 18-64 age group who are currently owner-manager of an
established business, i.e., owning and managing a running business that
has paid salaries, wages or any other payments to the employees and to
the owners for more than 42 months.

Discontinuous Entrepreneurs

Percentage of 18-64 age group who have, in the past 12 months,
discontinued a business, either by selling, shutting down or otherwise
discontinuing an owner/management relationship with the business.
Note: This is not a measure of business failure rates.

Necessity-Driven
Entrepreneurial Activity

Percentage of those involved in total early-stage entrepreneurial activity
(as defined above) who are involved in entrepreneurship because they
had no other option for work

Opportunity-Driven
Entrepreneurial Activity

Percentage of those involved in total early-stage entrepreneurial activity
(as defined above) who (i) claim to be driven by opportunity, as opposed
to finding no other option for work; and (ii) who indicate the main driver
for being involved in this opportunity is being independent or increasing
their income, rather than just maintaining their income




Measure

Entrepreneurial Aspirations
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Description

Job Expectation

Percentage of total early-stage entrepreneurs (as defined above) who
expect to employ in the next five years at least: less than five persons
(low), between five and twenty persons (medium), more than twenty
persons (high).

New Product-Market
Oriented Early-Stage
Entrepreneurial Activity

Percentage of total early-stage entrepreneurs (as defined above) who
indicate that their product or service is new to at least some customers
and indicate that not many businesses offer the same product or service.

International Orientation
Entrepreneurial Activity

Percentage of total early-stage entrepreneurs (as defined above) with
more than 25% of customers coming from other countries.

Entrepreneurial Framework
Condition (EFC’s)

Financing

The availability of financial resources, equity, and debt, for new and
growing firms including grants and subsidies.

Government policies

The extent to which government policies reflected in taxes or regulations
or the application of either are -neutral or encourage new and growing
firms.

Government programs

The presence and quality of direct programs to assist new and growing
firms at all levels of government (national, regional, municipal).

Education and training

The extent to which training in creating or managing small, new, or
growing business is incorporated within the educational and training
system at all levels.

R&D transfer

The extent to which national research and development will lead to new
commercial opportunities and whether or not these are available for new,
small and growing firms.

Commercial & professional
infrastructure

The presence of commercial, accounting, and other legal services and
institutions that allow or promote the emergence of new, small, or
growing businesses

Market openness

The extents to which commercial arrangements undergo constant change
and redeployment as new and growing firms compete and replace
existing suppliers, subcontractors, and consultants.

Physical & services
infrastructure

Ease of access to available physical resources communication, utilities,
transportation, land or space at a price that does not discriminate against
new, small or growing firms.

Cultural and social norms

The extent to which existing social and cultural norms encourage, or
do not discourage, individual actions that may lead to new ways of
conducting business or economic activities and may, in turn, lead to
greater dispersion in personal wealth and income.
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ANNEX 2. NATIONAL TEAMS GEM CARIBBEAN, 2012

Team / Institution

Colombia
Universidad Icesi

National Team Members

Rodrigo Varela Ph.D.
Jhon Alexander Moreno
Juan David Soler

Contact

rvarela@icesi.edu.co
jamoreno@icesi.edu.co

Barbados

The Cave Hill School of
Business, The University of
the West Indies

Marjorie Wharton

marjorie.wharton@cavehill.uwi.edu

Donley Carrington, PhD

donley.carrington@cavehill.uwi.edu

Jeannine Comma, PhD

jeannine.comma@cavehill.uwi.edu

Paul Pounder, PhD

Jamaica
University of Technology,
Jamaica

Girjanauth Boodraj, Ph.D.

gboodraj@utech.edu.jm

O'Neil Perkins

oneil.Perkins@utech.edu.jm

Vanetta Skeete

vskeete@utech.edu.jm

Horace Williams, D.B.A.

hwilliams@utech.edu.jm

Paul Golding

pgolding@utech.edu.jm

Orville Reid

OReid@utech.edu.jm

Trinidad and Tobago
Arthur Lok Jack Graduate
School of Business,

University of the West Indies

Miguel Carrillo Ph.D.

m.carrillo@gsb.tt

Henry Bailey

henry.bailey@fac.gsb.tt

Marvin Pacheco

m.pacheco@lokjackgsb.edu.tt
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ANNEX 3. SAMPLE CHARACTERISTICS

Name of the Study

Global Entrepreneurship Monitor (GEM) 2012 —-APS Methodology

Technique used

Telephonic interview using the CATI system (Computer Aided Telephone
Interview)

Field work date

June - July 2012

Profile of respondent

Adult population between 18 and 64 years old living in Colombia

Selection of respondent

List of men and women that conform a household and random selection
based in the number of people in the household and gender

Sampling Universe

Household with telephone: Telephonic penetration (strata 1-6): 87.9%
(September 2008)
Source: Encuesta General de Medios (EFM) 2010.

Sample

6471 surveys

Sample by Gender

Male: 3127; Female: 3344

Response Rate

Around 60% accepted respond the survey

Number of Contacts

Five (5) retries to contact the respondent selected

Source: Survey Report provided by Centro Nacional de Consultoria
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