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Introduction

Over the past 25 years, most net new private jobs in the world have been created by companies less than 
five years old. Small and young companies need people to find opportunities to scale. Entrepreneurs boost 
the economy by exploiting new ideas and business models in order to turn a profit. Companies that do this 
well do not stay small: they grow rapidly, helping to disseminate new technologies and create jobs. Getting 
the innovation engine going again is essential to reducing structural unemployment and driving growth.

While government’s role is not to create high-growth companies themselves, they can shape the 
environment in which entrepreneurs can thrive and flourish by creating appropriate framework conditions 
and providing incentives for addressing market gaps. However, there is no “one size fits all” strategy. 
Significant differences exist both across and within countries, and policies and incentives must be adapted 
to the local environment. 

Based on a joint research project conducted by the G20 Young Entrepreneur Summit (YES) and McKinsey 
& Company, the intent of this year’s report is to provide a pragmatic framework for G20 leaders in both 
developed and emerging economies to define the actions and interventions that will help them boost 
entrepreneurship in their countries. This builds on last year’s three-pillar framework (which emphasized 
the entrepreneurial ecosystem, access to finance, and culture) that demonstrated the correlation between 
entrepreneurial performance and health in a given country.

As host of the 2012 summit, Mexico welcomes its G20 counterparts and encourages them to adapt and 
adopt the actions laid out in this report. We hope this report will enable G20 governments to embrace best 
practices in a quest to create the conditions for growth and structurally reduce youth unemployment.

Grégoire Sentilhes
Chairman, G20 YES

Jorge Lacayo
Principal, McKinsey & Company

Maria Novales-Flamarique
Principal, McKinsey & Company
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Executive summary

The past few years have been rocky ones for the 
global economy: instability is high, and employment 
opportunities for youth have suffered in particular. 
But a vibrant entrepreneurial culture can offer 
countries a wide range of benefits, not the least 
of which is that such a culture provides a base 
that allows growth, innovation, and employment 
to flourish. Still, levels of entrepreneurial intensity 
vary throughout G20 countries. 

In our October 2011 report, we identified the 
three pillars that dictate the quality of a country’s 
entrepreneurial context: its ecosystem, financing, 
and culture. For this report, we sought to better 
understand the differences we uncovered when 
we analyzed performance against the pillars 
in seven countries (Canada, France, Germany, 
India, Mexico, Saudi Arabia, and South Africa), 
ultimately aiming to identify initiatives that 
governments and the private sector can promote 
to drive entrepreneurialism in both mature and 
emerging economies.

We first measure the progress that these 
countries have made. Ten areas form the basis 
of our three pillars: for the ecosystem, it is 
important to build strong local bases, leverage 
a relevant local talent pool, foster collaboration 
among key actors through appropriate incentives, 
provide enabling infrastructure, address the 
regulatory environment, and offer targeted tax 
incentives; with regard to access to financing, 
countries must ensure financing is available 
and develop solutions for high-risk/low-qualified 
entrepreneur profiles; and for culture, it is 
essential to foster the development of educational 
programs and support the proactive promotion of 
entrepreneurship. 

In these areas, mature and emerging economies 
certainly differ in a number of respects, but 
countries at all levels of development have 
opportunities to improve and topics to address at 
a more systematic level. And so, although much 

progress has been made, G20 governments 
have ample opportunity to launch new initiatives 
or strengthen existing ones to ensure broader, 
deeper impact.

There is room for improvement across all pillars 
and this report does not pretend to cover all areas, 
but rather prioritize those with more opportunities 
to grow. For developed countries, three areas will 
be key. First, government regulations should be 
simplified, and administrative burdens need to be 
minimized. Second, resources and energy must 
be committed to improving the availability of tax 
incentives. And third, entrepreneurial curricula 
must be expanded, and the local business 
community should be involved in education. 

Emerging countries will need to focus on a separate 
set of issues. They must encourage the development 
of clusters for collaboration in innovative and growth 
industries; create enabling infrastructure; and 
increase financial inclusion, improving access to 
loans for entrepreneurs with high-risk profiles.

Some efforts will be important in all economies: 
promoting awareness of the critical importance 
of entrepreneurship is imperative across the 
globe. Success will also hinge on the creation 
of national and regional scorecards for tracking 
implementation and measuring return on 
investment, which will enable governments to 
monitor progress over time.

Young entrepreneurs have an essential role to play. 
Small companies and new businesses are critical 
to growth and employment, and entrepreneurs 
develop innovative ideas and business models 
that bolster the economy, propagating new 
products and technologies and creating jobs. 
Governments and private-sector players 
can shape an environment that encourages 
entrepreneurship and nurtures the growth of new 
companies.



3
G20 YES – McKinsey & Company
The Power of Many: A Call to Action



4

1.
Recapping 
The Power of Many
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In 2011, McKinsey & Company, in conjunction 
with the G20 Young Entrepreneur Summit, 
conducted research to identify the most effective 
initiatives for shaping fertile entrepreneurial 
ecosystems, financing entrepreneurial growth, 
and promoting an entrepreneurial culture. 
In our October 2011 report, The power of 
many: Realizing the socioeconomic potential 
of entrepreneurs in the 21st century, we 
summarized the findings of our research, 
emphasizing the crucial role of entrepreneurship 
in G20 countries.

Over the past five years, many countries have 
made substantial progress in launching and 
implementing a series of initiatives to drive 
entrepreneurialism, and these have benefited 
from employment growth and productivity gains. 
But the effects of the global financial crisis that 
began in 2008 are still being felt. 

Youth unemployment is quite high in many countries, 
especially in Europe; in countries such as Greece 
and Spain, about 50 percent of people aged 15 
to 24 are unemployed. And youth unemployment, 
already at 12.7 percent globally, is growing 
worldwide. Macroeconomic conditions are simply 
still too fragile to support the creation of ample 
positions for young people in a number of regions.

In many countries, microenterprises and small 
and midsize enterprises (SMEs) account for more 

than half of the value added to the economy’s 
GDP and represent about 70 percent of total 
employment. Fostering entrepreneurship, then, is 
vital to generate growth and employment. Giving 
entrepreneurs the tools necessary to establish 
and build ventures could be a way to tackle the 
lack of growth and create opportunities for new 
job seekers.

This year, our research focused on understanding 
the current situation of seven countries. Lessons 
from these countries have helped us create an 
action plan for G20 governments to adapt and 
adopt to ensure continued increases in economic 
growth and employment—valuable in light of 
global uncertainty and pressing issues such as 
ballooning youth unemployment. In addition, 
we incorporated ideas and feedback from the 
entrepreneur delegates of the G20 YES.

Our findings again highlighted the importance of 
our three-pillar framework, which encompasses 
the entrepreneurial ecosystem, financing, 
and culture. Governments today must find 
opportunities to drive growth and development 
and to reduce unemployment, and identifying 
actions related to the three pillars can help 
them do so. Strong performance in each 
area correlates with the vitality of early-stage 
entrepreneurs, particularly in mature economies; 
countries that outperform their peers enjoy the 
highest rate of entrepreneurial intensity. 
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Taking a closer look at the three pillars illustrates 
the foundations of the framework that has been 
used to develop an action plan for G20 countries.

1. Shaping fertile ecosystems

 � Build strong local bases anchored by 
regional development initiatives, encouraging 
entrepreneurs, local authorities, large 
companies, and public and private education 
systems to devise and implement strategies 
that build on a common ambition, sense of 
purpose, and talent pool. 

 � Leverage a relevant talent pool by better 
aligning the skill requirements of the local 
economy and education offerings (primary 
and secondary education, vocational training, 
higher education, and lifelong training). 

 � Foster collaboration among key actors by 
providing appropriate incentives, for example, 
by entrusting universities to conduct applied 
industrial research, encouraging cooperation 
between established and entrepreneurial 
companies, or promoting the exchange 
of talent among academia, research 
organizations, and business. 

 � Provide enabling infrastructures, including 
public-private schemes to develop common 
local infrastructure, including R&D centers, 
transportation, and voice and data communication. 

 � Ensure a stable, simple, and conducive 
regulatory environment at a regional or 
supranational level to offer undistorted 
access to larger markets while providing 
opportunities to achieve critical size quickly.

The three pillars

 � Offer targeted tax incentives to promote business 
creation and development, as well as innovation 

2. Financing entrepreneurship from 
inception to critical mass

The second pillar relies on two primary activities:

 � Ensure the availability of financing for each 
stage of enterprise development and support 
the development of domestic or regional 
equity markets dedicated to high-potential small 
and midsize enterprises (SMEs) in order to 
support the growth of entrepreneurial ventures 
and break down the barriers that hinder their 
development. 

 � Develop solutions for high-risk, low-qualified 
entrepreneurs to help fight poverty, long-term 
unemployment, and social divides in both 
emerging and mature economies. 

3. Promoting an entrepreneurial culture

Two elements are essential for the third pillar:

 � Foster the development of targeted educational 
programs, on a national or international level to 
boost the attractiveness of entrepreneurship 
and encourage an entrepreneurial mind-set 
on a broad scale. 

 � Support the promotion of entrepreneurship 
through the creation of associations, 
televised contests, and global business-plan 
competitions.
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2.
Measuring progress 
against the pillars
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Entrepreneurship and the ability to drive it 
varies across the seven countries we analyzed 
(Canada, France, Germany, India, Mexico, Saudi 
Arabia, and South Africa). Some of the observed 
gaps can be explained by differences in levels 
of economic development. We conducted a 
detailed diagnostic to understand where each 
country stands with regard to the three pillars, 
aiming to identify initiatives that governments 
and the private sector could undertake to drive 
entrepreneurialism in both mature and emerging 
economies.

Although mature economies are clearly at a 
different level than emerging ones, there are 
still areas for improvement and topics that merit 
attention across the board. Mature economies, for 
example, could address opportunities related to
education, government regulation, awareness and 
promotion of entrepreneurship, and tax incentives.

Emerging countries have advanced significantly 
in the past 5 to 10 years, launching numerous 
initiatives to promote and formalize small 
businesses. But many of these initiatives have 
potential for deeper and broader impact. Still, 
early results have been positive: for example, in 
Mexico, the creation of an SME Undersecretariat 
in 2004 has resulted in the country adding more 
than 70,000 new jobs per year.

A number of opportunities have yet to be fully 
addressed in emerging economies: more 
can be done to increase access to financing, 
reduce corruption, and improve the quality of 
education. Other key areas include developing 
more synergistic clusters, improving basic 
and enabling infrastructure, and increasing 
collaboration among academic institutions, 
government, and the private sector.

1. Shaping fertile ecosystems

Much could be said about shaping fertile 

ecosystems to foster entrepreneurship in all 
countries. However, most countries have reacted 
to current needs and have made consistent 
improvements in a number of different areas, 
such as the burden of administrative regulation. 
Nonetheless, opportunities for gains still exist, 
especially for developing countries, in areas such 
as infrastructure, education, and corruption

Build strong local bases with a sense of 
common purpose

Clusters drive entrepreneurship throughout a 
region, facilitate interactions between different 
players, and draw entrepreneurs into value 
chains. Overall, both emerging and mature 
countries are performing well in developing 
clusters and strong local players, but there is still 
room for improvement

Mature economies have better-developed 
clusters and strong local bases in different 
regions. And their clusters are effective, as they 
integrate multiple elements to create success, 
their collaboration is extensive, and players use 
common suppliers or providers.

Although most emerging countries have developed 
some level of cluster economy, there is still room to 
achieve the required depth, drive true synergies, 
and stimulate appropriate levels of collaboration 
between universities and large companies.

Unfortunately, some existing clusters are an 
amalgamation of businesses where members 
do not share common local suppliers for fear of 
intellectual-property loss; to lock down stock; or 
control their entire value chain; and therefore do 
not benefit from cluster synergies, know-how, 
and scale. Additionally, there is an opportunity to 
combine clusters built around areas of innovation, 
which tend to house top academic institutions, 
encouraging more collaboration and investment 
in innovation.
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Other countries have adopted initiatives that have 
strengthened and deepened existing clusters to 
encourage collaboration and synergies. In the 
United Kingdom, for example, the government 
invited businesses and local councils to come
together to form local enterprise partnerships, 
providing vision and strategic leadership on the 
development of private-sector growth and job 
creation in a natural economic area. In France, 
SATT is a new structure to transfer technologies
from universities to SMEs; technology-transfer 
organizations incubate ventures, while R&D and 
collaboration are shared.

Many countries promote the establishment of 
industry-specific industrial parks, but these are 
not sufficient to achieve real impact; collaboration 
mechanisms must be created to capture synergies 
and build know-how across clusters, creating the 
right environment for mutually beneficial linkages 
between local entrepreneurs, multinational 

companies, investors and large national / regional 
players to create subcontracts for SMEs and 
connect them with large companies.

France tackled the lack of depth of some of its 
clusters by creating an initiative that focuses 
on joint R&D funding. This initiative promotes 
partnerships between various stakeholders, 
supports shared R&D projects, and nurtures a 
favorable environment for sharing knowledge (for 
instance, on subjects such as training, human 
resources, intellectual property, and private-
sector financing).

It is important to mention, however, that there 
isn’t a one-size-fits-all solution regarding clusters. 
As clusters involve complex interactions of 
many different players, a number of different 
approaches could succeed, depending on many 
factors. Creating a cluster with sufficient depth 
is also a difficult task, and many times the first 

EXHIBIT 1
State of cluster development

Cluster development varies across emerging and mature countries

SOURCE: Global competitiveness report 2011–2012, World Economic Forum; McKinsey & Company analysis

Index, 100% = fully developed cluster economy >70%

60–70%

50–60%

<50%

N/A

>70%>70%

60–70%60–70%

50–60%50–60%

<50%<50%

N/AN/A
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EXHIBIT 2
The German example

step is to create a cluster even if there are no true 
synergies in the initial stages. All solutions and 
initiatives should target the specific needs of a 

country’s clusters, and existing economic and 
cultural factors also should be taken into account.

To stimulate the semiconductor industry in Dresden, Germany, the government provided a number 
of incentives to draw companies to the region. Dresden already had a strong local talent pool and 
reputable technical institutes; it was also the historical center of the Eastern European 
microelectronics industry.

Building on these strengths, the government offered cash subsidies and loans to attract anchor 
companies, encouraged semiconductor start-ups, and invested in higher education and technical 
training to bolster the skills of local talent. Ultimately, these measures helped to create more than 200 
companies in 10 years; over 25,000 jobs were generated and revenue of $2 billion was realized. 

EXHIBIT 3
Dresden developed more than 200 companies in 10 years

In Germany industrial clusters vary from region to region
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SOURCE: McKinsey & Company analysis

Area Ruhr
Energy, Hightech, Service industry

Cologne, Bonn, Dusseldorf
Media, Logistics, Telecommunications

Hamburg
Aircraft construction, Media, Maritime
trade

Stuttgart
Automotive

Frankfurt
Banking, Financial Services

Munich
Automotive, Hightech

Area Rhein-Main-Neckar
Chemical industry

Berlin
Media, Culture, Tourism

Leipzig
Hightech, Automotive

Current clusters and relevant sectors

Leverage relevant talent pools 

Entrepreneurs must acquire and develop specific 
skills, both entrepreneurial and technical. Creating 

a capable talent pool requires attention to local 
primary, secondary, and higher education to ensure 
scientific and technical skills sets are developed, 
as well as to instill entrepreneurial mindsets in youth.
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The European Commission’s Small Business Act 
has called on member states to focus on driving 
entrepreneurship and acknowledges the lack 
of curricula on the subject; member states have 
been invited to stimulate citizens’ innovative and 
entrepreneurial thinking at a young age through 
efforts to introduce entrepreneurship as a key 
competence in school curricula and to ensure 
that the subject is reflected in teaching 
material and training. There is still room for 
further progress, and others could learn from 
the EC’s model, as many countries have 
been slow in driving entrepreneurship in early 
education given a lack of curricula. The business 
community’s lack of involvement in education 
is also a concern.

Several countries, such as Germany and Canada, 
have made strides in this area, particularly at the 
tertiary level. Multiple corporations in Germany 
play an active role in fostering entrepreneurship 
in schools, offering conferences and courses that
help students develop skills. The importance of 
entrepreneurship in school curricula has grown 
in the last few years: the subject is discussed at 
tertiary institutions and is starting to appear at the 
secondary level as well. Canada, for example, 
increased its number of entrepreneurial courses 
22 percent from 2004 to 2009, and high schools 
in the United States began offering elective 
courses in entrepreneurship in 1999.

Numerous initiatives, drawn from both developed 
and emerging economies, are instructive and can 
serve as a basis for action. In the United States 
and Canada, for example, Junior Achievement 
targets middle- and high-school students; the 
organization is dedicated to educating students 
about workforce readiness, entrepreneurship, and 
financial literacy through hands-on, experiential 
programs. And in Italy, Confindustria interacts 
with schools and universities; it has established 
two-month courses for young people on 
entrepreneurship skills.

In addition, local businesses and nongovernmental 
organizations could increase their involvement in 
education. NGO involvement is more important 
when it comes to social entrepreneurship;   
several organizations, such as Ashoka, are 
involved in schools.

Foster collaboration among key actors through 
appropriate incentives

The collaboration of key players is crucial for 
creating a fertile ecosystem that promotes 
entrepreneurship. In R&D, collaboration between 
educational institutions and industry offers several 
benefits: it helps academia to safeguard design 
programs, allows students to be involved in 
real-life investigations earlier than they otherwise 
might be, and offers companies better facilities 
with lower costs to perform their research.

Developed economies have advanced further on 
academia-industry collaboration than developing 
countries, as more talent exchanges take place 
and laws do a better job of promoting these efforts. 
The pharmaceutical industry provides a good 
example of this; as it becomes more complex 
and diverse, companies need the knowledge of 
researchers found only in academia.

Developing economies often lack mechanisms to 
promote joint research or talent exchanges, and 
companies avoid joint R&D fearing intellectual-
property theft. Superficial talent exchanges (such 
as those that focus solely on training or the flow
of resources), particularly in R&D, hinder true 
collaboration. In Baja California, Mexico, 60 
percent of the interaction between academia and 
industry is strictly of technical assistance, which 
highlights the potential that could be achieved 
with further collaboration.

There remains great opportunity for collaboration 
across business value chains and for increased 
mentorship and joint R&D between large 
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EXHIBIT 4
Collaboration between universities and industry

and smaller businesses along the value 
chain. Additionally, experts suggest that 
increased collaboration between governments 
and academia in R&D programs, and the 
commercialization of these programs may benefit 
young entrepreneurs.

In order to promote collaboration, governments 

and private educational institutions have 
developed programs in which university facilities 
are lent to companies, supported by funds for 
joint R&D or through tax breaks. In Mexico, the 
government and the Tecnológico de Monterrey 
joined forces to establish a prototype laboratory 
where certain high-tech companies can test 
products or components.

The Tecnológico de Monterrey has built a successful private postsecondary education system with 
more than 30 locations across Mexico. And the institution’s deeply rooted entrepreneurial culture has 
led to the development of technology parks (some of which have become clusters) in 12 cities in 
Mexico that host more than 80 companies and employ over 1,700 people.

For the past several years, the Tecnológico de Monterrey System has emphasized the importance 
of social and scientific research and has led the development of proprietary technology among 
private schools in Mexico, notably in biotechnology and engineering. It hosted the first research 
program financed by Google in Latin America and, in association with Germany’s Mainz Institute of 
Microtechnology, set up the first center for microprocess engineering in the region. And since 2006, the 
Tecnológico de Monterrey System has been the leading patents applicant among Mexican universities.

EXHIBIT 5
The technology cluster built around the Tecnológico de Monterrey System

There are differences in levels of academia-industry collaboration

Size represents
indexed rank

SOURCE: Global competitiveness report 2011–2012, World Economic Forum; McKinsey & Company analysis
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Provide enabling infrastructure

Enabling infrastructure refers to both “hard” and 
“soft” infrastructure that enables and facilitates 
entrepreneurship. This includes telecommunications, 
protection for intellectual property, activities that 
promote the ease of doing business, and programs 
for business development, such as incubators.

In most mature economies, infrastructure 
generally enables the establishment of a new 
business; indeed, several programs are in place to 
continuously improve the process for establishing 
a business (for example, the European 
Commission seeks to reduce the number of days 
required to establish a business to three).

Entrepreneurs in emerging countries confront 
additional challenges, especially with regard to 
telecommunications and basic infrastructure. 
Special attention must be paid to access to 

telecommunications, as well as their quality and 
cost, since disparities exist, particularly when 
dealing with Internet communications.

By and large, the countries studied have made 
advances to protect intellectual property, 
for instance, instituting measures to stem 
counterfeiting. The advent of the Internet and 
its effect on intellectual-property rights has 
created new areas of opportunity for all countries. 
Research shows, however, that Mexico and 
India would benefit from implementing additional 
reforms targeting piracy and theft in order to 
attain the level reached by their peers.

Most countries have made significant progress 
in simplifying administrative burdens such as 
the number of procedures required to open a 
business. Saudi Arabia and South Africa reduced 
these burdens by almost 90 percent, and Mexico
saw them decrease by about 30 percent.

EXHIBIT 6
Across emerging economies,bandwidth speed is the primary concern for SMEs, but cost is the 

most prevalent concern

36
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13
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32
31

16

5

1
1
1
1
2
3
3
3
3
4
4

7
10

18
20

Lack of Internet infrastructure
Lack of adequate value chain
High cost of smartphones
Insufficient local businesses have online presence
Lack of a sufficiently reliable postal system
High cost of mobile data plans

Lack of market for Internet services
High levels of Internet censorship
Lack of Internet-related jobs
Lack of government services available online
Lack of competition among ISPs
Lack of relevant/interesting digital content

Lack of trust in society
Lack of education on using the Internet
Cost of Internet access
Cost of equipment
Low bandwidth (Internet access speed)

Bandwidth speed is an issue for many SMEs, but cost
is the most prevalent concern

(1) Those surveyed responded to the following question: “In your opinion, what are the general bottlenecks discouraging people in your country from using 
the Internet?” Respondents ranked their top three issues.

Bandwidth speed

Cost

Other

SMEs citing issue(1) as …

The top constraint in their country A constraint in their country

SOURCE: 2011 McKinsey & Company survey of 2,484 small and midsize enterprises across Argentina, Hungary, 
Malaysia, Mexico, Morocco, Taiwan, Turkey, and Vietnam

% of SMEs, n = 2,484



15
G20 YES – McKinsey & Company
The Power of Many: A Call to Action

EXHIBIT 8
Most countries have significantly reduced the number of procedures required to open a business …

EXHIBIT 7
SMEs in emerging economies say the Internet has allowed them to gain revenue and reduce costs
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Most countries have significantly reduced the number of
procedures required to open a business

SOURCE: Doing business 2012, World Bank and International Finance Corporation
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Number of procedures to open a new business

Benefits of the Internet for entrepreneurs(1)

%(2) n = 2,484

Entrepreneurs see increased reach to more customers
as the Internet’s biggest benefit
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11

36
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32
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(1) Those surveyed responded to the following question: “What are the best two ways the Internet encourages entrepreneurship in your country?”
(2) The sum of percentages for each country is equal to 200%, since respondents were asked to choose two options. Numbers may not sum due to rounding

SOURCE: 2011 McKinsey & Company survey of 2,484 small and midsize enterprises across Argentina, Hungary, 
Malaysia, Mexico, Morocco, Taiwan, Turkey, and Vietnam

Strategy cited most often
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EXHIBIT 10
…as has cost to start a new business

EXHIBIT 9
… and time to start the business has improved…

Time to start a business has improved
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Despite efforts to reduce administrative burdens, 
our assessment shows there is still potential to 
improve in this area, for instance, by minimizing 
permits and regulatory requirements. Creating 
special status for entrepreneurs has helped to
decrease burdens in many cases.

The ease of doing business, particularly in 
starting new businesses or running them, has 
increased recently. India is the only country we 
studied that has not successfully addressed this 
issue; despite some improvement in the past few 
years, doing business there remains difficult. All 
countries still have room for improvement with 
regard to reducing bureaucracy and on the issue 
of regulation, though many have used technology 
to make advancements. Mexico, for example, has 
improved significantly; many different procedures 
can be handled via the Internet, and payments 
can also be made online.

In the European Union, progress has been driven 
by the European Commission’s Small Business 

Act; nearly all its legislative initiatives have been 
adopted, and member states have made good 
progress on making it cheaper and faster to start 
a company. In 2010, the average time needed to 
start a private limited company was 7 days(down 
from 12 days in 2007), and the average cost of 
doing so was €399 (a decline from €485 in 2007). 
The EU is seeking to reduce this to 3 days at a 
cost €100 by the end of 2012.

Incubators, accelerators, and other business-
development programs play an important role 
across all these countries. Overall, the number 
of incubators has increased in the last few 
years. Mexico, for instance, had fewer than 50 
incubators five years ago, but it now counts 
more than 500 incubators that form part of a 
well-established network subject to periodic 
evaluation by the government. Many incubator 
programs focus primarily on high-tech ventures, 
with limited aid to other high-growth industries. 
Evidence suggests that programs focusing on 
high-growth industries tend to achieve higher 

EXHIBIT 11
Emerging economies lag behind developed ones in the provision of e-government services

Emerging countries lag behind developed ones in the
provision of e-government services
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impact. Clearinghouses are another way to 
match entrepreneurs and potential clients, and to 
facilitate their entrance into local markets.

Ensure a stable, simple, and conducive 
regulatory environment at a regional or 
supranational level

A stable and simple regulatory environment is 
important for the establishment and growth of 
business. It also affects other areas, including 
levels of corruption and requirements for opening 
and operating a business.

Corruption for one remains a challenge in 
many emerging countries: it not only affects 
government spending but also creates additional 
costs for businesses.

A burdensome regulatory environment creates 
additional complexity for entrepreneurs. In 
developed economies, small businesses bear a 
disproportionate regulatory and administrative 
burden in comparison with larger companies, 

with red tape constraining business activities. 
Additionally, quality standards tend to be high 
and place an exaggerated burden on small 
businesses (for example, health requirements 
for small vessels or accounting and tax 
regulations). In many developed countries, 
honest entrepreneurs who have faced bankruptcy 
encounter complications in making a new start 
given lengthy bankruptcy proceedings. The 
learning curves for entrepreneurs should also be 
considered, as complex regulation can drain time 
and money from those just starting out, limiting 
their resources to focus on their new ventures.

In emerging economies, excessive red tape can 
increase levels of informality, which goes hand in 
hand with corruption. Red tape, high tax burdens, 
costly product-quality and worker-safety regulation, 
and inflexible labor laws (for example, governing 
part-time employees and seasonal or temporary 
workers) cause companies to either become or 
remain informal, limiting access to financing and 
resulting in less growth and employment.

EXHIBIT 12
Levels of corruption

Corruption continues to be a challenge in many emerging countries

SOURCE: Transparency International

Transparency International corruption perceptions index
(10 = highly clean, 0 = highly corrupt), 2010
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Saudi Arabia is one country that has made 
significant progress on establishing a business-
friendly environment, primarily by enacting 
reforms to facilitate the creation of businesses. 
For example, it launched a “one stop shop” for 

commercial registrations, reduced procedures 
and fees to register new businesses, created
processing centers for permits, streamlined 
procedures to register property, modernized 
access to finance, issued new investor-protection 

EXHIBIT 13
Emerging economies still face many regulatory obstacles

EXHIBIT 14
SAGIA employs e-government services and has passed new regulations to make it easier to open a new business

Emerging economies face greater regulatory obstacles than 
mature economies

SOURCE: World Bank Doing Business database
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Description

� SAGIA acts as the model 
agency for international 
investors to support business 
facilitation and growth in 
Saudi Arabia

� Multiple interfaces with 
various governmental 
agencies are created, as 
business procedures originally 
touched multiple jurisdictions

� The program aims to increase 
entrepreneurship in 
Saudi Arabia, which was 
traditionally low

Timeline

� 2006: initiated strategy to 
increase competitiveness in 
Saudi Arabia

� 2006: started optimizing 
business procedures

� 2007: amended minimal 
capital requirements and 
passed new regulations

Impact

� Reduced the time needed to 
open a business to 12 days in 
2009 from 39 days initially 

� Decreased the number of 
procedures necessary to 7 
from 13

� Improved the country’s rank in 
the World Bank’s “doing 
business” report from 159 to 
36 in a single year; by 2010, 
Saudi Arabia was ranked
No. 13 
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regulation, introduced online payment of taxes, 
implemented streamlined procedures for
cross-border trading, created mechanisms to 
enforce contracts, and facilitated bankruptcy 
proceedings. This has made it much easier to 
create a business in Saudi Arabia.

Offer targeted tax incentives

Tax breaks, when used correctly, can be a 
powerful incentive to promote certain activities 
(such as R&D collaboration or the establishment 
of clusters). They can also boost early-stage 
entrepreneurship and provide incentives for angel 
investors to invest in early-stage ventures.

One of the most commonly used tax incentives 
is an R&D tax credit, which promotes research 
by companies. Canada, the United Kingdom, 
and the United States have clear, easy-to-use tax 
incentives focused on stimulating R&D. Not all
countries have the necessary tax breaks to 
support entrepreneurs.

France has a clear and easy way for “auto-

entrepreneur” status to be obtained; this status 
exempts microenterprises from paying value-
added tax and includes them in a separate tax 
regime. Brazil’s individual-entrepreneur law is 
another example of how to use tax regimes to 
promote entrepreneurship. The law also helps 
to formalize businesses—indeed, 850,000 
businesses were formalized in the first year 
of the program.

For emerging economies, informality is one 
consequence of burdensome and complex tax 
policies. The focus in these economies should be 
on changing the structure of the tax system and 
simplifying processes or policies.

2. Financing entrepreneurship from 
inception to critical mass

Ensure the availability of financing for each 
stage of enterprise development

To grow and adapt, entrepreneurs need 
appropriate financing. There are different needs 
at each stage of development, and accessing 

EXHIBIT 15
There is still room to improve access to financing across all geographies

There is room to improve access to financing across all geographies

SOURCE: Global competitiveness report 2011–2012, World Economic Forum
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seed financing, venture capital, and growth equity 
will be important to ensuring that companies can 
go public and raise substantial equity when they 
grow large enough.

Many ventures still encounter difficulty in 
obtaining financing at seed and early stages, 
given their higher risk and the potential for failure. 
Entrepreneurs must turn to alternative financing 
sources, such as angel investors, local equity, 
and venture capital, if they cannot obtain regular 
loans at reasonable rates.

Most of the countries in our diagnostic have 
improved on access to financing from both 
traditional and nontraditional sources, although 
there is still potential to significantly increase 
availability and penetration of financing.

In mature economies, the role of governments 
in improving access to finance has increased, 
and efforts such as the Competitiveness and 
Innovation Framework Programme in Europe 
continue to facilitate venture-capital investments 
and provide guarantees for lending to SMEs. For 

example, the European Commission has set up a 
permanent SME Finance Forum to bring together 
SME representatives, banks, market operators, 
and other financial institutions, including the 
European Investment Bank, to address the 
obstacles faced by SMEs attempting to get credit.

There are still numerous deficiencies in 
venture capital that require focus in developed 
economies, in particular regarding the creation 
of investment-readiness programs for SMEs. 
Opportunities to access local equity markets 
must also be created. In emerging economies, 
access to financing is still quite complex, with
much lower levels of lending penetration and 
access to financial institutions, as well as fewer 
publicly funded programs.

Better follow-up from financial institutions would 
also benefit entrepreneurs, as many of them 
encounter challenges they cannot solve by 
themselves.  This type of assistance, or the use 
of mentorship programs, could both improve 
the chances the business will survive and boost 
lender confidence.

EXHIBIT 16
There is a world of variance between early-stage investments in developed markets and in emerging economies

Many emerging countries lag behind developed economies in venture-
capital spending

SOURCE: United Nations fact book
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EXHIBIT 17
Several factors are likely to deter LPs from beginning to invest in individual emerging regions over the next 

two years

Financing gaps, particularly between the 
early and expansion stages, are a concern for 
entrepreneurs in all economies. Awareness 
of existing programs is low; the programs 
themselves entail back-end burdens for financial 
institutions, which may avoid offering them; and 
access to larger loans (in the private-equity 
stage) remains limited. One way to resolve 
some of these problems would be to certify 
entrepreneurs and vet their risk profiles.

Alternative financing options include “fund 
of funds” for new businesses or highrisk 
entrepreneurs, business angel networks, and 
government loan guarantees. Business angel 
networks, including Oseo’s Web service in France 
or the Mekar Entrepreneur Network in Indonesia, 
provide entrepreneurs with physical and online 
facilities to connect. And many countries have 
loan-guarantee programs; for instance, Canada’s 
Small Business Financing provides a guarantee 
of up to 85 percent, and the UK’s Small Firms 
Loan Guarantee offers a guarantee of up to 75 

percent. Mature countries could also learn from 
microfinancing and apply similar principles in 
their markets.

In addition, countries such as the United States 
have developed public and private partnerships 
to provide early-stage and established companies 
with funding and business assistance and access 
to a network of innovative expert resources.

Develop solutions for high-risk, 
low-qualified entrepreneur profiles

Access to financing remains a core topic 
in efforts to promote entrepreneurialism. Mature 
economies perform relatively well with regard to 
financial inclusion and access, but developing 
markets must do more to provide 
reasonable access.

Although mature economies are strong in many 
regards, they could make improvements in 
certain areas. They could focus, for instance, on 

Several factors affect investments in emerging regions
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EXHIBIT 18
Assessment of access to financing in emerging economies

entrepreneurs who have declared bankruptcy 
(though the European Commission’s Small 
Business Act has begun to address these types 
of issues) in order to enable entrepreneurs to 
come out of proceedings more quickly and 
launch new businesses; “second chance” 
policies could also be encouraged.

In addition, access to finance for nontraditional 
profiles remains a challenge, and developed 
economies must create more efficient loan-
guarantee schemes, particularly for SMEs 
with no collateral. For example, governments 
could apply countercyclical measures around 
capital requirements associated with SME 
lending and encourage banks and financial 
institutions to develop new risk models and new 
creditworthiness criteria for SMEs, taking into 
account qualitative criteria.

However, in emerging countries, high-risk, low-
qualified entrepreneurs have limited opportunities 

to obtain financing. This has resulted in a 
massive number of microenterprises (involving 
one to three people) that will never reach scale 
or develop further, which limits job creation. 
In Mexico, for example, there are close to four 
million microenterprises (about 96 percent of 
total businesses), but these only contribute to 40 
percent of employment and 15 percent of GDP. 
However, a recent change in regulation there 
means that banks no longer require customers to 
provide their tax return to obtain a loan, which has 
increased access to lending.

Another challenge is that banks and other financial 
institutions often use a “one size fits all” approach 
to assess the feasibility of different ventures and 
the level of risk of each entrepreneur, which can 
obscure the potential of uncommon, but still viable, 
projects. Using a more tailored assessment or 
incorporating business-development programs 
into creditworthiness criteria could possibly better 
reflect the viability of projects.

Emerging economies need to do more to improve
access to financing

SOURCE: World Economic Forum; Finance for all? Policies and pitfalls in expanding access, World Bank; McKinsey & Company analysis
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Nonetheless, interesting microfinancing options 
have been established in developing countries. 
In Bangladesh, for instance, Grameen Bank 
mitigates risks by lending to specific groups; this 
model has been emulated around the world.

3. Promoting an entrepreneurial culture

Of the three pillars taken into account in this 
diagnostic, the promotion of an entrepreneurial 
culture is the one that clearly shows room for 
improvement both in developed and developing 
economies. Almost all countries still need to 
understand the importance of entrepreneurship 
and the potential that could be realized by 
establishing adequate programs to promote an 
entrepreneurial mind-set.

Foster development of targeted educational 
programs

Fostering entrepreneurship through educational 
programs is key to developing young and 
well-connected entrepreneurs. But to date, 
efforts to incorporate entrepreneurship in 
schools have seen limited success. Mentorship 
of entrepreneurs and young people seeking 
to set up their own businesses has been 
particularly poor; establishing entrepreneurship 
curricula in schools has also had varied results. 
Entrepreneurs agree that efforts so far have had 
limited impact, and best practices show that 
action-based approaches are necessary.

Unlike for most other topics discussed here, 
there is not a clear division between emerging 
and mature economies in this dimension. Overall, 
Germany does better than many countries; others 
we studied performed poorly or about average. 
This issue may be unique because it is a matter 
of culture, and so the country’s level of economic 
development exerts less influence.

Although this is an area of relative weakness 

across the sample, all the countries we studied 
scored well in organizing competitions 
that promote entrepreneurship and create 
opportunities for promising ideas.

Another potentially effective approach is to 
develop student exchange programs (like the 
Erasmus program in the European Union); 
such programs could promote supranational 
entrepreneurship and allow students to exchange 
ideas and develop joint projects. Programs that 
focus on women and minorities might also foster 
further entrepreneurship in these groups.

A number of countries have started to get the 
business community involved in education, 
promoting mentorship and links between students 
and entrepreneurs. France, for instance, has 
done so with its “one day, one entrepreneur, one 
student” program, which encourages students 
to spend time working with entrepreneurs. One 
crucial element here, entrepreneurs say, is 
involving teachers, parents, and local businesses 
in developing and implementing these programs.

Support proactive promotion of 
entrepreneurship

Proactive communication from entrepreneurs, 
large companies, the media, and governments 
can play a key role in attracting talent by 
stressing the importance of entrepreneurship and 
the opportunities for creating wealth and jobs.

The promotion of entrepreneurship is, without 
a doubt, the least developed of our subtopics 
for the seven countries studied; there is great 
potential to capture value in this area. The 
countries make limited use of different channels 
to advertise entrepreneurship, and attention to 
entrepreneurship is quite low. The Internet and 
social media are important channels for reaching 
young entrepreneurs; they can be used to 
promote awareness and build an entrepreneurial 
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EXHIBIT 19
Entrepreneurial attitudes vary across emerging economies

Country
Entrepreneurship as a 
good career choice Fear of failure

High status to successful 
entrepreneurs

Media attention for 
entrepreneurship 
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21.3

27.4

34.3

29.0
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33.2

20.7

34.0

31.2

11.6

33.0

40.0

39.0

22.1

27.7

23.2

10.4

33.4

Guatemala 73.8

Argentina 74.3

Bosnia and Herzegovina 76.0

Pakistan 76.3

South Africa 77.5

Egypt 77.7

Brazil 78.0

Uganda 81.1

Peru 82.0

Ecuador 83.1

Trinidad and Tobago 83.2

Jamaica 85.1

West Bank and Gaza Strip 85.3

Saudi Arabia 86.8

Chile 87.4

Colombia 88.6

Tunisia 89.1

Ghana 91.1

69.4Mexico

59.7

67.1

63.0

80.7

77.6

89.5

79.0

87.3

76.8
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77.6

84.8

83.5

92.3

71.2

75.9

92.7

90.7

62.8

44.1

61.7

47.6

61.0

78.6

70.5

81.1

81.9

81.2
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67.2

77.4

62.5

78.0

45.7

66.7

78.4

78.6

54.0

Factor-driven economies

Efficiency-driven economiesEntrepreneurial attitudes vary across countries
% of respondents (selection of countries)

SOURCE: Global Entrepreneurship Monitor 2010 global report

culture, and they can also facilitate collaboration 
among entrepreneurs.

Entrepreneurship only recently took on its 
current prominence, but countries have been 
slow to actively promote it. The United States 
stands out for successfully developing relevant 
televised content and offering numerous 
awards to stimulate entrepreneurship. Countries 
such as Canada, China, Turkey, and the 
United Kingdom also broadcast reality shows 
focused on entrepreneurship. And Mexico has 
established many state and federal awards; 

these have mostly focused on formalizing 
unregistered businesses, but they have offered 
the tangential benefit of increasing awareness. 
However, entrepreneurship is still not seen as a 
viable career path, preventing many would-be 
entrepreneurs from making the jump.

Global efforts to promote entrepreneurship 
could focus on large-scale initiatives such as 
the creation of a “Year of the Entrepreneur,” 
with a calendar of activities that emphasizes 
entrepreneurship and global collaboration. 
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3.
Call to action: A plan 
for G20 countries to
adapt and adopt



27
G20 YES – McKinsey & Company
The Power of Many: A Call to Action

Although much progress has been made, there 
are still ample opportunities for G20 governments 
to strengthen existing initiatives to ensure 

broader, deeper impact by continuing to invest 
efforts and resources.

EXHIBIT 20
Opportunities for G20 countries

1. Developed economies: strengthening 
programs already in place

Diagnostics show that while developed countries 
fare better than emerging economies, there are 
nonetheless areas that could be improved in 
order to drive entrepreneurialism. Performance 

varies across developed economies, and lessons 
drawn from those that excel could be applied 
in countries where progress still needs to be 
made. Experts suggest that there are a number 
of initiatives that, if adopted, could strengthen 
entrepreneurialism in developing, including: 

There are numerous opportunities across the three pillars

Relative assessmentDimensions Improvement opportunitiesPillar

� Clusters

� Talent

� Collaboration

� Infrastructure

� Regulation

� Tax incentives

Low BestAverage

EcosystemEcosystem

Access to 
financing
Access to 
financing

� Availability

� Specific solutions

CultureCulture
� Educational programs

� Promotion

Developed economies
Emerging economies

Developed economies:
▪ Expand entrepreneurial curricula 

and involve local business 
community in education

▪ Simplify government regulations 
and continue to minimize 
administrative burdens

▪ Provide appropriate tax 
incentives and reduce burden for 
entrepreneurs and investors

All markets:
▪ Increase access to financing, 

particularly for high-risk 
entrepreneurship

▪ Continue to actively promote 
entrepreneurship and provide 
educational programs to assist, 
train, and mentor entrepreneurs

Emerging economies:
▪ Deepen breadth and depth of 

clusters to create more impact 
through greater collaboration 
and talent exchange

▪ Create enabling infrastructure

SOURCE: McKinsey & Company
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Translating this into practice

 � Lowering the regulatory burden on small businesses, particularly in the earliest stages, while 
maintaining regulatory protections, for example, by passing legislation to change, simplify, and 
speed up the most burdensome of government processes

 � Developing e-government solutions for companies looking to comply with requirements, thus 
reducing bureaucracy, paperwork, and complexity

 � Establishing agencies to centralize all business related to regulations for entrepreneurs, 
or create “concierge” services to help fast-growing small businesses navigate the myriad 
regulations and agencies required to enable their growth

 � Requiring the incorporation of small-business needs in new or revised corporate regulation
 � Continuing to promote “second chance” policies that allow bankruptcy proceedings to be 

completed in less than one year 
 
 

 � Participating in task forces with the government to ensure that the right actions are being taken 
 
 

 � Providing feedback on bureaucratic processes and paperwork in a timely fashion

Entrepreneurs could benefit from:  

Stakeholders and experts suggest that G20 governments consider options such as:  

B20 private-sector players may consider:

Government regulations and administrative 
requirements

Although developed economies have made 
progress on physical and start-up infrastructure, 
additional progress could facilitate navigating the 
process of government regulation. In the last few 
years, the administrative burdens on start-ups 
have decreased a great deal as a result of good 
public policy and recognition, in some countries, 
of special entrepreneurship status. Entrepreneurs 
contend that a commensurate decrease in 
government regulation would add additional 

impetus to a successful start-up process.

Best-practice actions include the creation of one-
window portals for small businesses to conduct 
all government-related processes, the use of lean 
end-to-end processes to minimize the procedures 
necessary to start a new business and register 
property, and the creation of exemptions 
from existing regulations (initially intended for 
larger companies) for small businesses; small 
businesses should also be taken into account 
when new corporate regulations are drafted to
ensure that requirements are not too onerous.
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Translating this into practice

Stakeholders and experts suggest that G20 governments consider options such as:

 � Creating clearly defined and easy-to-apply-for tax incentives for entrepreneurs and small 
businesses focused on: 
– Investment in R&D 
– Incentives to create local talent exchanges for teachers and researchers 
– Incentives to promote collaboration between players and for joint projects 
– Incentives to increase hiring, with tax breaks for companies that employ recent graduates

 � Refining tax policies to encourage investment, creating tax credits for angel investors or fund 
investors who provide capital for start-ups and allowing investors to see unused credits

 � Using gradual fiscal increments for entrepreneurs to adapt to the new burdens as they grow

The role of resources and energy in improving 
the availability of tax incentives

Tax breaks and tax credits can be a powerful 
lever to promote business creation and 
development. If well crafted, tax policy can 

also act as a powerful catalyst for innovation, 
motivating entrepreneurs to take action on issues 
such as reinvestment and R&D. Tax incentives 
can also offer relief to new entrepreneurs in the 
first year of their endeavor and motivate angel 
investors to back higher-risk projects.
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 � Incorporating entrepreneurship in economics and social-sciences curricula in primary and 
secondary schooling, ensuring that teachers are given appropriate training

 � Promoting action-based programs
 � Incorporating perspectives from teachers, parents, and local businesses in the development 

and execution of these programs 
 
 

 � Launching local partnerships between schools and professional organizations for entrepreneurs 
to provide role models for students and to offer master classes and field trips at the primary and 
secondary levels

 � Hiring interns from the sciences to teach them the basics of business and feed the 
entrepreneurial mind-set 
 
 

 � Connecting to local schools individually to offer “a day in my life” workshops or field trips, 
mentor students, and present at master classes

 � Hiring interns from the sciences to teach them the basics of business and feed the 
entrepreneurial mind-set

Translating this into practice

Entrepreneurs could benefit from:

Stakeholders and experts suggest that G20 governments consider options such as:  

B20 private-sector might consider options such as:  

Expand entrepreneurial curricula and involve the 
local business community in education

Although progress has been made to introduce 
programs to foster entrepreneurial attitudes and 
build the skills of young people in developed 
countries—and although some countries have 
made entrepreneurship education part of a 
coherent national strategy—there is still an 
opportunity to expand the curricula and involve

the local business community in education.

Applying best practices enables the creation of a 
distinctive talent pool and a healthy pipeline, with 
a strong mix of scientific and commercial skills, 
which most developed countries have. But for a 
truly world-class talent base, an entrepreneurial 
mind-set must be embedded in all activities, 
fed by early training and collaboration between 
universities and industry bodies.
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Translating this into practice

Stakeholders and experts suggest that G20 governments consider options such as:

 � Promoting manufacturing of products for which the country has an advantage and identify 
tradable sectors with strong performance

 � Creating high-level technological centers near clusters with R&D facilities
 � Creating fiscal incentives that promote investments in R&D
 � Facilitating the hiring of students in internship programs or teachers in talent exchanges through 

tax breaks or better labor legislation
 � Implementing programs that grant joint funds for R&D for specific clusters
 � Developing multi-region innovation clusters within a given country, emphasizing the importance 

of regional governments working together to support development
 � Improving commercialization opportunities for government-funded research
 � Addressing talent needs via visa programs for immigrant entrepreneurs to populate innovation 

and growth clusters
 � Creating the right environment for mutually beneficial linkages between local entrepreneurs, 

multinational corporations, investors, and large national players to create subcontracting 
standards that protect small entrepreneurs

 � Creating a clearinghouse of contractors and subcontractors to connect SMEs with large 
enterprises

2. Emerging economies: creating depth 
and breadth of impact

There are also a number of important areas in 
which emerging countries may make changes 
that will drive entrepreneurship. Many initiatives 
have already yielded good results, but some still 
lack the depth required for their full potential to be 
realized. Although there is variance across these 
economies, strengthening the following initiatives 
could be very valuable to emerging countries in 
the G20:

The development of clusters for collaboration in 
innovative and growth industries

Although most emerging countries have 
developed some level of cluster economy,

more potential could be captured, as there is 
still room to achieve the required depth, drive 
true synergies, and stimulate appropriate levels 
of collaboration between universities and large 
companies.

Best-practice collaborative networks tend to be 
diverse and entrepreneurial, with a reputation 
for the successful commercialization of ideas; 
in these networks, venture-capital firms and 
academia are often collocated and supported by
matching government and private funding; 
they also feature industrial or business parks 
supported by good infrastructure (both 
physical and virtual) and encourage the 
seamless movement of talent between industry 
and academia, driven by the recognition of 
commercial potential.
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 � Fostering clusters of innovation-friendly environments and support growth of start-up accelerators
 � Sourcing locally and sponsor efforts to support small-business suppliers
 � Promoting the use of joint R&D projects with academia by using investigation centers available 

in the region
 � Allowing university faculty to shop discoveries to any technology-transfer office, not just their 

university’s office
 � Creating partnerships between corporations and entrepreneurs who contribute R&D in return for 

advice and operational assistance 
 
 

 � Collaborate with the private sector and universities to provide R&D in return for advice and 
operational assistance

Entrepreneurs could benefit from:

B20 private-sector players might consider:  
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Translating this into practice

 � Continuing to simplify administrative requirements for opening a business, including total costs 
and the number of procedures and days necessary to begin operations

 � Simplifying the processes and policies related to land titles, sanitary and quality standards, labor 
laws, and other regulatory burdens

 � Adopting best practices for business registration, changes of ownership, closures, and required 
transaction governance, employing e-government solutions, providing single business permits 
and unified tax authorities, and aligning IT systems across multiple authorities

 � Changing the structure of the tax system to minimize the cost benefits of operating informally
 � Restructuring the formal property system to create standardized and universally accepted titles 

that entrepreneurs can collateralize 
 
 

 � Setting up task forces to identify areas of opportunity and create solutions with the government 
 
 

 � Formalizing their businesses
 � Providing feedback on the changes proposed by governments and the private sector

Entrepreneurs should:

Stakeholders and experts suggest that G20 governments consider options such as:

B20 private-sector might consider:

Enabling infrastructure

While developed countries have infrastructure, 
developing countries still lack infrastructure in 
many areas, putting SMEs in these places at a 
significant disadvantage. Opportunities exist 
to improve physical infrastructure and reduce 
administrative burdens and corruption.

With regard to physical infrastructure, emerging 
countries should focus on general infrastructure 
(roads, airports, and electricity) and on 
telecommunications. For “soft” infrastructure, 
although administrative burdens have decreased 

in the past year, more can be done. It will be 
important to minimize the burden of government
regulation, particularly to address barriers related 
to labor legislation, which tends to increase the 
regulatory burden and costs.

Informal business often flourishes as a result of 
onerous and complex regulation, administrative 
burdens, and insufficient infrastructure; the 
growth in informality can have a significant effect 
on a country’s productivity and wealth. Steps to
combat informality can reduce the costs of 
operating formally and create a more transparent 
environment in which to do business.
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3. Common to all economies 
 
Financial inclusion and improve access to loans 
for entrepreneurs with high-risk profiles

Access to financial services and loans is vital for 
entrepreneurs. Developing countries have low 
penetration rates, which presents initial hurdles 
to setting up new ventures. The availability of 
different types of venture capital varies greatly 
across countries. For authorities in each country 
to assess the availability of specific financing 

vectors for each development stage and take 
appropriate actions to strengthen any weak links 
in the financing chain would be a very valuable step.

It is therefore critically important that authorities 
in each country assess the Access to lending 
and more “plain vanilla” financing is still 
difficult in many emerging economies and 
should be addressed head-on to ensure that 
microenterprises can grow into larger businesses 
that can support further economic growth and 
employment.

Translating this into practice

Stakeholders and experts suggest that G20 governments consider options such as:

 � Offering guarantees on small-business loans to support investments, growth, innovation, and 
research, and reducing the burden on financial institutions to encourage their use

 � Strengthening national incubators and link them with financial institutions to support 
entrepreneurs in obtaining loans

 � Increasing use of government-funded small-business financing by streamlining processes, 
shortening application time, and increasing awareness of programs among entrepreneurs

 � Reducing regulatory barriers to IPOs for small businesses so that they are not constrained by 
regulations that were intended to prevent systemic financial crises

 � Improving awareness of these programs and clarifying application procedures

 � Reviewing creditworthiness criteria and include qualitative information in lending decisions
 � Systematically bringing together investors and entrepreneurs
 � Enhancing supplier financing to help bridge the capital-access gap 

 
 

 � Develop a clear understanding of their business plans, working with incubators or mentors, to 
give banks confidence in their effort

 � Participating in investor-readiness programs

Entrepreneurs may benefit from:

B20 private-sector players might consider:
Fi
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Translating this into practice

Stakeholders and experts suggest that G20 governments consider options such as:

 � Developing relevant media campaigns in different channels (including posters, social media, 
and televised advertisements) that illustrate themes such as the importance of taking risks or the 
value of failing and trying again

 � Leading events several times a year (such as road shows in a number of regions) or driving 
global initiatives such as a “Year of the Entrepreneur” to raise awareness

 � Ensuring awareness programs focus on women, minorities, or groups with historically low 
entrepreneurship 
 
 

 � Creating deeper relationships with schools and universities, holding conferences on campuses, 
providing guided visits to plants and offices, and offering special classes where students work 
through case studies

 � Creating intermediary mentorship programs and growth counseling to foster entrepreneurs
 � Creating reality TV shows or focus on other formats, such as talk shows or interviews, to promote 

entrepreneurship 
 
 

 � Creating organizations of entrepreneurs and foster the development of new entrepreneurs
 � Getting more involved in local media by writing articles and relating stories of success
 � Participating in local shows or events that promote entrepreneurship

Promoting awareness

Although more attention has been paid 
to creating an ecosystem that supports 
entrepreneurs in the last several years, both 
developed and developing economies have the 
potential to create broader awareness of the 
critical importance of entrepreneurship. 

Programs in schools and universities are a 
valuable way to promote entrepreneurship; few 
countries have mentorship programs or curricula 
that aim to stimulate an entrepreneurial culture, 
and the government and private sector can play 
an important role.

To build economies that reflect the 
entrepreneurial spirit, substantial effort should 
be devoted to changing risk-averse behaviors. 
The United States has successfully established 
an entrepreneurial culture, where risk taking is 
viewed in a positive light. Among other efforts, 
the country has aired TV shows that draw positive 
media attention to entrepreneurs; one such show 
is Shark Tank, a local adaptation of the Dragon’s 
Den franchise in which entrepreneurs pitch their 
ideas to a panel of venture capitalists. Germany 
has also launched initiatives to raise awareness, 
for example, developing tailored campaigns such 
as the “Entrepreneurship in Germany” campaign 
that highlights the benefits of being your own boss.

B20 private-sector players might consider:

Entrepreneurs could benefit from:
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4.
Ensuring impact: 
Our conclusions
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To ensure positive and sustainable impact, 
governments may find great value in adapting the 
initiatives proposed at the G20 YES meeting and 
tailoring them to address the specific needs of 
their countries, making their implementation top 
priority. Members of the academic community, 
entrepreneurs, and private-sector players can 
offer great assistance in the development of these 
plans and offer ongoing feedback to ensure they 
are a priority, as well as to provide guidance and 
suggestions as to improvement opportunities and 
implementation ideas.

Several governments successful in boosting 
entrepreneurship have taken specific steps 
to promote it as part of their economic policy. 
For example, the European Commission has 
created the Small Business Act to provide a 
common legislative framework; Mexico has 
created a subsecretariat of SMEs to promote 
entrepreneurship in the country; Canada 
established the BDC-CYBF partnership, which 
increased start-up loan capital; and Saudi 
Arabia’s General Investment Authority acts as 
a model agency that employs e-government 
services.

In the short term, governments that have 
undertaken efforts to address unemployment 

and growth from the regulatory and legislative 
standpoint have seen marked improvement. 
Reductions in regulatory and administrative 
burdens, and the creation of clear tax incentives 
to stimulate hiring and to create new ventures 
have seen considerable success.  

In the medium term, government has the 
opportunity to give entrepreneurs more 
opportunities to grow, improve the talent pool, 
and reduce the cost of doing business. These 
actions will involve the broader participation of 
other players. For example, governments could 
establish credit guarantee schemes for loans, 
develop e-government solutions for companies 
looking to comply with requirements, incorporate 
entrepreneurship in schools’ curricula, and 
strengthen national incubators, linking them with 
financial institutions.

In addition to promoting broader awareness of 
the importance of entrepreneurship, governments 
could develop national and regional scorecards 
that would enable governments to monitor 
progress, measure return on investment, and 
ensure that necessary measures are being 
implemented; these tools will be essential in 
tracking issues related to entrepreneurship over 
time.
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EXHIBIT 21
Examples of initiatives to promote entrepreneurship

Several government-backed initiatives have demonstrated impact

SOURCE: European Commission; Subsecretaría de PyMEs de México; Canadian Youth Business Foundation

Description Examples of impact

Small Business Act:
� Created in 2008 to provide a common 

legislative framework for promoting 
entrepreneurship throughout the 
European Union

� Most proposed legislative action has been implemented
� Reduced procedures and cost of starting a new business
� More than 100,000 small and midsize enterprises (SMEs) 

have benefited from CIP(1) financial instruments
� SMEs have secured 33% of public procurement projects
� Launched European SME Week

Small Business Act:
� Created in 2008 to provide a common 

legislative framework for promoting 
entrepreneurship throughout the 
European Union

� Most proposed legislative action has been implemented
� Reduced procedures and cost of starting a new business
� More than 100,000 small and midsize enterprises (SMEs) 

have benefited from CIP(1) financial instruments
� SMEs have secured 33% of public procurement projects
� Launched European SME Week

Subsecretaría de PyMEs:
� Launched in 2004 to promote and 

encourage entrepreneurship in Mexico; 
offers integrated programs, one-window 
processes, impact assessments, and 
support via a flat organization

� 1.6 million SMEs have benefited from consulting services
� 360,000 new jobs were added, and 5 million jobs have 

been preserved
� 40,000 new companies have been created
� Loans of MXN 325 billion have been extended

Subsecretaría de PyMEs:
� Launched in 2004 to promote and 

encourage entrepreneurship in Mexico; 
offers integrated programs, one-window 
processes, impact assessments, and 
support via a flat organization

� 1.6 million SMEs have benefited from consulting services
� 360,000 new jobs were added, and 5 million jobs have 

been preserved
� 40,000 new companies have been created
� Loans of MXN 325 billion have been extended

BDC-CYBF(2) partnership
� Partnership launched in 2008; it 

increased start-up loan capital available 
to young Canadians from CAD 15,000 
to CAD 45,000 and created a viable 
means of lending to young 
entrepreneurs

� More than 4,100 start-ups have been created, and over 
18,000 new jobs were added
� The effort yielded more than CAD 119 million in tax 

revenues for the government
� �More than 1,315 communities reached and over 160 

community partners developed
� The average start-up repayment rate is 94%

BDC-CYBF(2) partnership
� Partnership launched in 2008; it 

increased start-up loan capital available 
to young Canadians from CAD 15,000 
to CAD 45,000 and created a viable 
means of lending to young 
entrepreneurs

� More than 4,100 start-ups have been created, and over 
18,000 new jobs were added
� The effort yielded more than CAD 119 million in tax 

revenues for the government
� �More than 1,315 communities reached and over 160 

community partners developed
� The average start-up repayment rate is 94%

(1) Competitiveness and Innovation Framework Programme
(2) Business Development Bank of Canada and Canadian Youth Business Foundation
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