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Entrepreneurial Ecosystem Assessment

15t Stage

Context

* Cross-country analysis
* Local entrepreneurship
ecosystems

Mapping

* Policy instruments

* Intermediary Organizations

* Institutional assets and
connectedness

3rd Stage

Policy

* Assessment of the ecosystem
* Validation of the diagnostic
* Policy recommendation

Diagnostic:

O A snapshot of the entrepreneurship
performance and ecosystem pillars
with cross-country comparison.

O Identifying the potential of local
entrepreneurship ecosystems

O Digital entrepreneurship and tech
startups

Mapping:

U Public programs and policy
instruments supporting
entrepreneurship

O Intermediary organizations (NGOs
and private) supporting
entrepreneurs

U Institutional assets and
connectedness

Policy recommendation:

U Summary of the diagnostic:
Functionality and maturity of the
ecosystem

O Validation exercise with stakeholders
through consultation and focus groups

U Recommendations and Implementation
Plan: Entrepreneurship Policy Strategy
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Entrepreneurial Ecosystem Assessment

Diagnostic Toolkit 10+ Pilot countries
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Identifying cross-cutting challenges with country benchmarking

Example: Romania

Business Creation Normalized by Working Age Although Romania has a relatively high entry rate, its firms
Population with Respect to Per Capita Income are less likely to achieve high growth.
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Identifying local ecosystems with firm-level data

Local agribusiness ecosystems in Senegal Local Digital ecosystems in Senegal
Mono-sector
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Mapping policy instruments

 Clarity on existing support mechanisms is crucial:

 Several mechanisms across different agencies often coexist, without an overall picture

Policy advice often most valuable when improving existing initiatives, before suggesting new ones
Important to understand if interventions are connected and cover all areas/stages
» Mapping informs policy conclusions of other modules

« Map both (i) public programs and (ii) intermediary organizations (10s)

« Answer guestions on:

* What are the resources, main objectives and characteristics of existing public programs/I1Os
* Do they follow best practices?

 Is the policy mix consistent with the policy objectives and covering key pillars of the ecosystem?
* Where are there redundancies or gaps in policy?

« Mostly use administrative/budget data and standard surveys in partnership with the
government



Mapping 27 public programs and 62 intermediary organizations in Kenya
About 65% of public programs and I0s do not conduct rigorous evaluation

There are complementarity between public programs and intermediary
organizations, but they lack further coordination and evaluation

A large share of 10s receive resources from government and donors

Table 10. Heat map: allocation of budget by sector and service provided (the darker the color the more

budget allocated)

Supply pillars

Barriers

Barriers

Ecosystem
pillars/ Sector

Physical

Human

Knowledge

Access to finance
Regulations
Culture/Network
Market access
Managerial training

Change of mindset

No sector

Agriculture

Manufacturing Other services

Share of Programs Supplying Service

0.00
Q00

Supply of services versus main barriers
identified by program managers

050

Share of Programs Demanding Semvice



Policy Recommendations

The toolkit provides a conceptual framework, existing evidence, and a process to create and prioritize a
policy-mix that can unbind existing constraints and exploit complementarities

Diagnostic

Instruments
available

Nascent

Growth

Specialization & Consolidation

characteristies
Society’s perception of entreprencurs and

Social capital and entrepreneurial
attitudes

characteristics
Finns’ sophistication and innovation

[ Social capital and entrepreneurial

)

]

B Taxation
Taxation Tax codes specific for startups and young firms
Incentivizing business formality
Regulatory climate Regulatory climate
Ease of starting and doing business; accessto Ease and costs of investing in stamups

Training and human capital
Mostly on business practices. soft skills. and

rules of thumb

Training and human capital
Incubation and acceleration services:

[ Regulatory framework W

Regulatory sandboxes

Training and human capital
Specialized incubation and acecleration
services; consulting and specialized services:
StarfUp Hubs, and sectoral platforms and
networks; Basic training ¢ s

Access to finance
Fund of fu VC funds, Corporate funds,
sophistication in investment schemes

consulting and start of 3
Basic training contines

market access

Grants and microcredit loans

[ Accesso finance }

Support infrastructure and

ess o finance

Startup support on financial planning.
valuation and pitch training

capital
Creation of business incubators and
accelerators

Policy area

Training and
capacity

building Trainings

Facilitating market access
‘Exporting support and incentives

Creation of investment networks,
support for creation of investment funds

]
]

Support infrastructure and
knowledge capital
Sophistication of business incubators and
accelerators; training and market for business
services providers: network of mentors and
consulia

Evidence

mecl

Trainings is one of the main

sms that governments
have implemented across
developing countries. Evidence

Global value chains; ease in public
procurement processes: Anti-trust laws,

licensing policy: public open innovation
programs: soft-landing for emrepreneurs.

(" Support infrastructure and knowledge
capital
Established clusters; financial sector
sophistication; access to specialized human
capital

Inmovation centers; robust intellcctual property
rights: open innovation progras with larze

Technology and innovation ‘
fims

Validation with
Stakeholders
(Focus Groups)

Success/Failure factors
* Quality of trainers and
intervention matters

“ Although positive
impacts are found, a
cost-benefit analysis

on the impact of such trainings is
mixed, but on average, it seems o
have a positive effect on sales
(+5.6%) and profits (12.1%).

However, results highly depend
on the population being treated,
the duration of the training, and
the quality of the trainers. In
most cases, the impacts on better
management practices are short-
lived and that might hinder the
impact that trainings can have

needs to be done in each
case to evaluate if the
monetary value of the
profits increase would be
cost-efficient

* Programs that
incorporate behaviaral
and operational
mechanisms (e follow
ups, mentors, reminders)
to incentivize
entrepreneurs to keep
implementing good
practices can generate
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Romania example

POLICY RECOMMENDATIONS
Recalibrate the policy mix for starting and scaling high quality innovative firms

PRIORITIZATION

TIME SENSI

QUICK WIN

by (a) Improving the functionality of instruments, and (b) Implementing a Mission critical 1! Yes T Yes ¥
comprehensive package of reforms tailored to high quality innovative firms
Reform regulations to strengthen entrepreneurship & investments Mission critical 1! Yes f Yes 1
Establish a one-stop agency “Ecosystem Hub” Mission critical 11 Yes f Yes Z,
Strengthen ecosystem enablers Flagship = Yes -f
Create a startup fund Flagship P~
Improve Entrepreneurship Education and strengthen the role of Universities in Flagship B Yes Z
the ecosystem
Implement Startup Visa Program Flagship Yes f Yes g
Build and promote a network of Romanian founders and diaspora Flagship
Scale-up through exports Flagship
" Foundational -

Incentivize innovation to foster knowledge spillovers into the private sector Yes T

longterm &%

F ional =
Promote the digital economy auneqtin Yes T

longterm ‘




Why Digital
Entrepreneurship?

Digital entreprenears are not just R&D
researchers. They are also “strivers”, who are
trying to elbow their way up, not only in
economic terms, but also in matters of ideas,
spirit, and attitude.

Most entrepreneurship support programs in
countries de facto pivot resources to support
this group of highly dynamic, well-educated,
and well-connected entrepreneurs because
they are more likely to be successful and
create impactful businesses and good jobs.



But the global digital business landscape is uneven, with some large countries and
companies dominate the market.

Digital Business Density Across Countries

Top 20 High-Performing
Countries by Digital Business
Density After Controlling for
Population and GDP

1. Estonia 11. Pakistan
2. Kenya 12. Singapore
3. India 13. Sweden
4. Israel 14. Bulgaria
5. United 15. Cayman

Kingdom Islands

i
[

Migital Business Gap Defined As
[[actual-potential)/potential)* 100%

Il High-Performers (5

— o - 6. United States 16. Canada
[ | ® 7. lceland 17. Lebanon
gﬁ 8. Armenia 18. Vietnam
Mo Dita/Excluded 9.Cambodia  19. Myanmar
[ ] i) 10. Finland 20. South Africa
[ ] i £
[ ] I .
- 0 ' L4
B low-Performers 5 Source: Authors“calculations; using the FCI Digital Business Database.  |BRD 46700 | OCTOBER zﬂ_rzz/
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Why Digital business models favor large markets and large companies?

- Scope economies at play (not just scale
economies): 60% of digital firms in the
world provide solutions in more than one
product market (e.g., e-Commerce firms
also provide services in LogisticTech,
AgTech, FoodTech). The ability to scale
and expand to multiple product markets
to recruit and lock-in users and build
network effects is the core competency
and value of a digital business = birth of
platform ecosystems.

- Intangible capital accumulation (data,
capabilities, software licenses) are
needed to build good quality digital
products, but big techs are likely accruing
most of these intangible capital, making
it a major challenge for developing
countries to catch up.

MEGA CLUSTER 1

MEGA CLUSTER 3

aerospace tech,
drones, travel tech, manufactt_:rir_lg tech,
mobility tech, 3D printing
robotics

edtech

MEGA CLUSTER 2

HR tech

MEGA CLUSTER 4

civic tech,

pet tech legal tech

fintech, insurance
tech, blockchain and
cryptocurrency
gig economy

property tech,
construction tech

quantum tech, biotech, health tech,

MEGA CLUSTER 5

nanotech, internet of things, security e-commerce,
tech, tech hardware, telecom, wearables logistics tech, agtech
food tech
Intangible AMIL. bia dat .
. ig data an digital media,

capltal. analytics, business entertainment tech, clean ttEChlil
underlies management tech, software marketing tech, reality tech, mtlill1itll'19 tech,

many of the & SaaS, web services social network utilities tec

B2B clusters

|:| Small Cluster

Mega Cluster (more than 2 small clusters linked closely)

FinTech and
e-Commerce
are top 2
platform
ecosystems
that drive
scope
economies

Source: Based on 200,000 digital businesses globally; Uniform Manifold Approximation and Projection (UMAP) was
used for this analysis; this is a dimension reduction technique in data science to visualize sparse multidimensional data
and examine both local and global structures of clusters.



This concentration pattern doesn’t mean smaller countries have no prospects. Countries can
have different digital entrepreneurship growth pathways, considering four minimum prior
conditions.

IV.

Digital market size

As market size matters for network effects and economies
of scope, a country’s number of digital businesses is
influenced by GDP and population (critical mass of demand
for digital solutions)

Availability of financing

Digital startups have different financing needs than other
startups (e.g., need to scale faster, lack of tangible assets) —
VCPE markets

Regulatory environment for the digital economy

Digital entrepreneurship requires digital market regulations
that encourage the adoption of digital businesses models,
support them to scale, and allow them to engage in
equitable competition, especially vis-a-vis big techs

Digital infrastructure, digital payments and digital skills
Digital pathways have traditionally been affected by other
pre-conditions of the digital economy

Type 1: Large economies like BRICs countries have
sufficient domestic market size that allows digital
startups to develop minimum viable products (MVPs)
and reach scale, before international expansions.
[China, India, Nigeria]

Type 2: Small, open economies with progressive
policies compensate for their limited market size and
serve as the “regional gravity” of digitalization, e.g.,
by adopting bold policies on tech experimentation,
cross-border flows of data and talent attraction and
retention. [Estonia, Armenia, Ghana]

Type 3: Small, closed economies are in a difficult
position to grow their digital entrepreneurial
ecosystems, but can consider tapping into regional
hubs and driving digital adoption first, to eventually
build up the culture and capability of
entrepreneurship



New types of digital market regulations will affect digital entrepreneurs. Prioritize digital policies
tailored to countries at different digital development levels following the ADOPT-SCALE-EQUITY

framework.

Equity

Regulations to ensure a level

playing field (between online/

offline players, large/small

firms, foreign/domestic firms)

+ competition policy and
market contestability

+ online supplier protection

+ taxation of digital activities

« industry data policies
including interoperability

+ cross-border data transfers

« foreign investment
regulations for digital firms

Digital businesses
Digital solution

providers including
data-driven firms and
online platforms

v

Digital Market Regulations

Adopt

Provide tailored digital
solutions that help traditional
firms to digitalize

T

Increase demand for digital
technologies, spurring growth
in digital solutions markets

Digitalized businesses
Traditional firms that adopt
and apply digital technologies

(e.g., for Industry 4.0, smart
agriculture, etc.)

o
o

Adopt

Basic regulations and licenses

to allow digital businesses to

operate

+ e-transactions and
e-commerce laws

+ sectoral regulations and
licenses for shared economy
business models (e.g., ride-
sharing or accommodation-
sharing)

+ open data policies (public-
intent and industry data
sharing)

Scale

Regulation to enable trust and

drive mass digital uptake

+ online consumer protection

+ cybersecurity and cybercrime

+ personal data protection

+ intellectual property rights

+  public procurement of digital
solutions developed by local
SMEs

+ venture capital regulations

Next phase of this digital market regulation tool is to put in center the
enforcement capabilities of government agencies, including the use of
sandboxing, co-regulation mechanisms with the private sector.

This is the link to the digital market regulation survey instrument with de jure and de facto questions.

Table 1: Performance assessment of Vietnam's regulations for digital businesses (heat map)

Regulatory areas

E-transactions
{e.g., regulations related to e-signatures, e-documents, e-invoices)

Performance

Cross-border data transfers
&g limitations on cross-border data transfer such as data localization requirements)

Ridesharing

Adopt
= [e.g., licensing and background-checking of drivers, insurance)

Regulations

on Eig Gig economy overall and accommaodation-sharing
eCconomy
platforms

[e.g., classification of gig economy workers as independent
contractors or employess, required licenses/permits, zoning rules,
host protection, taxation)

Personal data protection’
{e.g., processing of personal data such as the collection, storage, transfer and use of
data; rights of data subjects; obligations of data controllers and processors)

Cybersecurity and cybercrime law
{&.g., technicalforganizational measures for protecting personzl information and
critical information systems; measures against cybercrimas)

Online consumer protection
(e.g., responsibilities of organizations/findividuals trading goods and services to
consumers; dispute settlement for e-commerce transactions)

Scale N " . -
Online supplier requirements and protection

|e.g., requirements for supplier-platform relations in e-commerce such as notification
of changes in terms and conditions, transparency stipulations, MFNs)

Intellectual property protection and public procurement
|e.g., IPR protection, including copyright, industrial property rights; rules for
participation in public procurement)

Open data policy and industry/non-personal data sharing
|e.g., regulation of the ownership of non-personal or business data; rules to ensure
certain data are available for businesses)

Competition policy and contestable digital markets

(e.g., regulation of anti-competitive agreements, abuse of 3 dominant market
position; prehibition of unfair competition practices, rules for mergers and
Equity acquisitions)

Taxation of digital activities

(e.g-, registration and taxation of digital businesses; harmonization of taxation
between cnling and offline businesses)

! Rating is due to the draft Decree on Personal Data Protection being delayed and not yet enacted.

The legal framework is lacking key laws or has provisions that are significantly outdated.

Relevant legislative provisions are in place but are not in line with international good practices
or are lacking adequate implementation measures.

Adequate legislation is in place and may only require partial improvements.



https://worldbankgroup-my.sharepoint.com/:x:/g/personal/tzhu_worldbank_org/EfrHxjqDZbhOvlKsgvJGTLYBunTG_GzYKXRNK24KkUQ6jA?e=g9GAHe

Here is a list of key financing instruments in supporting tech startups. Key is to ensure the government “grant” portion
focuses on financing “additionality” only, i.e. more risky technologies, and there are mechanisms for firms receiving
grants to graduate to more private investor-driven credit or equity funds later, i.e. no “grant-hopping”.

Focus during identifying technology ~ Proof of concept ~ working prototypes product-market fit product introduction mergers and acquisition (M&A)

stage Applied research Business plan engineering prototypes commercialization initial public offerings (IPOs)
technology validation supplier contracts revenue growth management buyouts etc.

Typical ticket size

range in developed UsD 5,000 — 200,000 USD 250,000 — 1m USD 500,000 —1m USD 1m and up USD 5m and up

countries

Degree of Public investment

involvement of

;.:rubff:o vs private Private investment
investors

Mini grants  <USD 5,000

Instruments Matching grants USD 10,000 — 100,000
largely by

IBRD/IDA USD 200,000 — 5m

I e (B L (for ESO, not startup)

Credit guarantees [ subsidized loans

Loss/profit sharing - "\

Co-investment

Instruments
largely by IFC Fund of funds



Implementation of developing tech startups ecosystem: Lessons
Learned in 20+ countries in the last decade

*  Whether the classic Silicon Valley—style early-stage technology financing model works particularly well in many emerging
markets is questionable. The lack of deal flows, difficulty in scaling up quickly (because of shallower markets, a small middle
class, a more conservative corporate sector, weak enabling infrastructure, and hesitancy toward some digital business models),
and general business regulation challenges mean that there is not the exit market (and returns) that fuels the US model.

* Expectations about entrepreneurship and its potential need to be managed. There is much discussion about unicorns (and
“creating unicorns” is often a stated goal of entrepreneurship-support strategies). But the type of hyper growth that creates
unicorns is very rare in emerging markets given shallow markets, talent shortages, and many other challenges.

* Ensuring incubation and acceleration centers have quality personnel and a commercial approach is vital. Too many ecosystem-
support organizations are run in an amateur fashion by governments or universities or as property management ventures (for
example, co-working spaces). They are rarely financially viable without subsidies at any stage of their operation and need several
years of support before being able to stand on their feet (if ever)—rendering such facilities costly and often ineffective. Public or
donor support to such ecosystem-support organizations needs to be contingent on the presence of a realistic commercial
business model and performance-based indicators that capture the quality of their services (for example, the number of
ventures that actually scale up in the medium term and not just the number of start-ups created).



Discussion

Thanks!

For more information on the toolkit, please visit this link.
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https://openknowledge.worldbank.org/entities/publication/ab983a08-2f05-46ff-b616-84ec741ddd14

Introduction: The Entrepreneur’s Problem

Mobility and transaction costs

|

Resource endowments in the Ecosystem

Physical capital
The entrepreneur:

Market for 2) Scale up
- Entrepreneurial talent = 0P Human capital ‘ final good and ‘ +
services 3) Innovation
*  Managerial skill Knowledge \ 1
Other inputs \

Other firms
Zombie firms

Exit

Credit constraints

Regulatory environment

Institutions/Culture

. Credtconstams_____________________________

. Reguaoyenvionment

. nstwionsCuue ..
I

Enablers: Public programs and Intermediary Organizations



From the toolkit to practice: Romania's policy-mix prioritization

1. Find existing gaps

POLICY RECOMMENDATIONS PRIORITIZATION | TIME SENSITIVE QUICK WIN
Supply factors Allocation of resources Demand factors Recalibrate the policy mix for starting and scaling high quality innovative firms _
by (a) Improving the functionality of instruments, and (b) Implementing a Mission critical ¥ Yes T Yes 1
' comprehensive package of reforms tailored to high quality innovative firms
2.1d entify bindin g constra ints Reform regulations to strengthen entrepreneurship & investments Mission critical 11 Yes f Yes 1
Stage of development of Conceptual framework Data collection on program
ecosystem P managers Establish a one-stop agency “Ecosystem Hub” Mission critical 1 Yes T Yes ¥
. . Strengthen ecosystem enablers Flagship Yes z
3. What are the market/policy failures?
Typology of policy areas Conceptual framework Create a startup fund Flagship B~
Improve Entrepreneurship Education and strengthen the role of Universities in Flagship P Yes i
. .. . . . the ecosystem
4. Map existing policy and interventions
Pulic programs Private and NGO oﬁering Implement Startup Visa Program Flagship Yes f Yes 1
Build and promote a network of Romanian founders and diaspora Flagship =
5. Review interventions in light of market/policy failures, evidence, and succeess/failure
factors)
Results of impact evaluations by policy area Process evaluation of mapped interventions Scale-up through exports Flagship b=
(Table x) (Figure Y)
Foundational =
P
Incentivize innovation to foster knowledge spillovers into the private sector longtern ‘ Yes T
6. Priaritization and action plan :
Foundational -
Promote the digital economy o ‘ Yes T
Complimentarity of interventions Barriers complimentarities

WORLD BANKGROUP
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Policy mix mapping - LAC example

: Figure 14.
Figure 13. MAIN SERVICES PROVIDED BY

MAIN SERVICES PROVIDED BY PUBLIC PROGRAMS SUPPORTING ORGANIZATIONS
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Source: World Bank Entrepreneurship Enabler Survey 2020.

Source: World Bank Entrepreneurship Enabler Survey 2020 Note: The line labeled “Regional”is the sum of responses from Costa Rica, El Salvador, Guatemala, and Honduras.

Mote: The line labeled "Regional” is the sum of responses from Costa Rica, El Salvador, Guatemala, and Honduras.



Starting Up (1): Entrepreneurship Ecosystems in Romania

Cross country analysis: high-level messages

There is a lack of high-growth and The availability of human capital in Romania is an
innovative entrepreneurship opportunity to improve the quality of entrepreneurship
Share of High-Growth Firms among All Firms Share of Tertiary Graduates that Study STEM, by Country
35_

h = 215

% 16 ] ig 3 . %0 204 30.0
o & g 20
.g 12 " ) ., 13 13 13 " 13 13 13 1313 525— o 2 - 240
&% 414 1 a1 . = E 0o wlil
E 10 o gm— :
: :
Eu 8 7 - 5B 140
% " gm—
it 2 s |

2

" Bulgaria ~ Croafia ~ Czechia  Estonia  Finland  Hungary Mefherlands Poland  Romania  Slovakia O_Nelherlands Bulgaria ~ Slovakia Hungary FPoland  OECD  Czechia  Croatia  Estonia  Romania  Portugal  Finland

Country Country/region



Founders (%)

Starting Up (2): Digital Entrepreneurship Ecosystems in Romania

Digital Entrepreneurship Ecosystems in Romania
Most of the local startups relate to Bucharest’s universities, accelerators, and founders

o~ Ecosystems

2 B Diverse high-potential
Narrow emerging
Narrow incipient

Founders in the high-potential sample are more educated, have more
experience abroad, and previous experience as a founder.

High-potential sample

oo Tech startup sample o (VC backed firms)
High School High School
College Degree College Degree
BN Master's/MBA BN Master's/MBA
807 = PhD 807 mmm PhD
68.0
1 58.9 = 604
&0 S 54 4
49.5 g
=)
c
2
40 S 40
32.0
22.8 25
204 20
13
Female Female

Firms (%)

)
S

-
S

=1
S

8

'
S

w
S

~
S

S

=]

| m== New for the local market

Most tech startups do not consider themselves innovative

High-potential sample
(VC backed firms)

mmm New for the international market
Emm New for the national market
mmm New for the local market

New for my businesses

It is not innovative

Tech startup sample

New for the international market
New for the national market

W New for my businesses
mmm  Not innovative

93 90 83

Lack of entrepreneurial mindset shows up as a key perceived obstacle
to Entrepreneurship (Tech Startups)

Access to markets
Business regulations 39
Collaboration among actors and business cultural

Finance and funding sources

Lack of entrepreneurial mindset
Managerial capabilities and competences
Qualified and skilled labor 2

Quality infrastructure

Technological or technical knowledge

T T
20 30 40 50 60
Firms (%)

Based on a new WB survey instrument “Startup Survey”



Starting Up (3): Mapping public programs and enablers

A little over one-quarter of the total STI budget
allocation (€949 million total over the period) was
allocated to entrepreneurship-related programs

Key messages

1. Lack of high-growth innovative entrepreneurship
2. Opportunities to improve human capital allocation
3. The government needs to improve the policy mix

Other
8 instruments

€86,11 m; (2%)

Entrepreneurship ‘

13 instruments

€948,98 m; (25%) Innovation & Competitiveness

10 instruments

€1.719,70 m; (46%)

R&D
8 instruments

€408,52 m; (11%)

Digitalization / R&D € 129,36 m; (4%) .‘
2

instruments

Digitalization € 293,87 m; (8%) €148,25 m; (4%) Digitalization / Innovation & Competitiveness
7 instruments 2 instruments

Distribution of Estimated STI Public Budget Allocation in Romania by
Top-level Objective, 2014-20, in € Million and %

POLICY RECOMMENDATIONS PRIORITIZATION | TIME SENSITIVE QUICK WIN
Recalibrate the policy mix for starting and scaling high quality innovative firms
by (a) Improving the functionality of instri , and (b) Impl ing a Mission critical 11 Yes T Yes ¥
comprehensive package of reforms tailored to high quality innovative firms
Reform regulations to strengthen entrepreneurship & investments Mission critical 11 Yes f Yes x
Establish a one-stop agency “Ecosystem Hub” Mission critical 11 Yes _I- Yes 1
Strengthen ecosystem enablers Flagship - Yes -_"-
Create a startup fund Flagship =
Improve Entrepreneurship Education and strengthen the role of Universities in Flagship b Yes z
the ecosystem
Implement Startup Visa Program Flagship & Yes f Yes g
Build and pr a k of R ders and diaspora Flagship
Scale-up through exports Flagship =
B Foundational -

Incentivize innovation to foster knowledge spillovers into the private sector Yes T

longterm &

Foundational =
Promote the digital economy ety g Yes T

longterm ‘
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Starting Up (1): Entrepreneurship Ecosystems in Romania

Cross country analysis: high-level messages

There is a lack of high-growth and The availability of human capital in Romania is an
innovative entrepreneurship opportunity to improve the quality of entrepreneurship
Share of High-Growth Firms among All Firms Share of Tertiary Graduates that Study STEM, by Country
35_

h = 215

% 16 ] ig 3 . %0 204 30.0
o & g 20
.g 12 " ) ., 13 13 13 " 13 13 13 1313 525— o 2 - 240
&% 414 1 a1 . = E 0o wlil
E 10 o gm— :
: :
Eu 8 7 - 5B 140
% " gm—
it 2 s |

2

" Bulgaria ~ Croafia ~ Czechia  Estonia  Finland  Hungary Mefherlands Poland  Romania  Slovakia O_Nelherlands Bulgaria ~ Slovakia Hungary FPoland  OECD  Czechia  Croatia  Estonia  Romania  Portugal  Finland

Country Country/region



Founders (%)

Starting Up (2): Digital Entrepreneurship Ecosystems in Romania

Digital Entrepreneurship Ecosystems in Romania
Most of the local startups relate to Bucharest’s universities, accelerators, and founders

o~ Ecosystems

2 B Diverse high-potential
Narrow emerging
Narrow incipient

Founders in the high-potential sample are more educated, have more
experience abroad, and previous experience as a founder.
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oo Tech startup sample o (VC backed firms)
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| m== New for the local market

Most tech startups do not consider themselves innovative

High-potential sample
(VC backed firms)

mmm New for the international market
Emm New for the national market
mmm New for the local market

New for my businesses

It is not innovative

Tech startup sample

New for the international market
New for the national market

W New for my businesses
mmm  Not innovative

93 90 83

Lack of entrepreneurial mindset shows up as a key perceived obstacle
to Entrepreneurship (Tech Startups)

Access to markets
Business regulations 39
Collaboration among actors and business cultural

Finance and funding sources

Lack of entrepreneurial mindset
Managerial capabilities and competences
Qualified and skilled labor 2

Quality infrastructure

Technological or technical knowledge

T T
20 30 40 50 60
Firms (%)

Based on a new WB survey instrument “Startup Survey”



Starting Up (3): Mapping public programs and enablers

A little over one-quarter of the total STI budget
allocation (€949 million total over the period) was
allocated to entrepreneurship-related programs

Key messages

1. Lack of high-growth innovative entrepreneurship
2. Opportunities to improve human capital allocation
3. The government needs to improve the policy mix

Other
8 instruments

€86,11 m; (2%)

Entrepreneurship ‘

13 instruments

€948,98 m; (25%) Innovation & Competitiveness

10 instruments

€1.719,70 m; (46%)

R&D
8 instruments

€408,52 m; (11%)

Digitalization / R&D € 129,36 m; (4%) .‘
2

instruments

Digitalization € 293,87 m; (8%) €148,25 m; (4%) Digitalization / Innovation & Competitiveness
7 instruments 2 instruments

Distribution of Estimated STI Public Budget Allocation in Romania by
Top-level Objective, 2014-20, in € Million and %

POLICY RECOMMENDATIONS PRIORITIZATION | TIME SENSITIVE QUICK WIN
Recalibrate the policy mix for starting and scaling high quality innovative firms
by (a) Improving the functionality of instri , and (b) Impl ing a Mission critical 11 Yes T Yes ¥
comprehensive package of reforms tailored to high quality innovative firms
Reform regulations to strengthen entrepreneurship & investments Mission critical 11 Yes f Yes x
Establish a one-stop agency “Ecosystem Hub” Mission critical 11 Yes _I- Yes 1
Strengthen ecosystem enablers Flagship - Yes -_"-
Create a startup fund Flagship =
Improve Entrepreneurship Education and strengthen the role of Universities in Flagship b Yes z
the ecosystem
Implement Startup Visa Program Flagship & Yes f Yes g
Build and pr a k of R ders and diaspora Flagship
Scale-up through exports Flagship =
B Foundational -

Incentivize innovation to foster knowledge spillovers into the private sector Yes T

longterm &

Foundational =
Promote the digital economy ety g Yes T

longterm ‘
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