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ABSTRACT: The purpose of an entrepreneurship is to build
and scale a sustainable business model through an enterprise.
The lack of tangible and intangible resources is often at this
very early stage. According to previous studies, new ventures
could overcome the lack of resources -key to their success-
forming relationships with partners (networking) through
open innovation (o)) processes. However, the structure of
each network affects their own processes and outcomes; the
innovation processes and the network structure mutually
shape each other. Opening up the innovation process implies
the involvement of startups in relationships with different
typologies of actors: Incubators, Large corporations, Higher
education institutions, among others. Understanding the role,
relation, position and power of each actor in the ecosystem
allow us identify its network position which is critical for
resource access.
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In order to determine the level of ecosystem maturity and its
interactions is necessarily to analyze the entrepreneurship
context. According to the Ecuadorian Entrepreneurship Profile
(GEM, 2019) Ecuador has a strong position related to physical
infrastructure, cultural and social norms and entrepreneurial
education at post-school stage comparing with the media of
the World. However, indicators like entrepreneurial finances,
taxes and bureaucracy, government support, R&D transfer and
entrepreneurship programs are quite far from the global average.

Utilizing the newly publish Ecuadorian Organic Law for
Entrepreneurship and Innovation (Official Registry No. 151,
2020) which aims to provide a normative framework that
encourages the entrepreneurship, innovation and technological
development this article analyzes startup’s network centrality
elements focusing on:

i) Main actors and the nature of these relations;

ii) Institutions which hold the central position in the
network;

iii)Partnerships and networks to support innovation
processes and outcomes;

iv)Financial mechanisms to support entrepreneurship and
innovation; and,

v) Education to carry out partnerships.

As a consecuence, the main actor determined by law is CONEIN
as a ruling body and the Entrepreneurship Advisory Council.
The presence of individual entrepreneurs is scarce. Although,
CONEIN holds the central position in the network, in that
aspect is a vast opportunity for Entrepreneurship Advisory
Council to boost participation among private sector members
and be a higher influence in the public policy making. By law,
partnerships and networks to support innovation processes
and outcomes are not clear, but entrepreneurs acquire greater
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centrality in the ecosystem than before, which could privilege
their access to resources and knowledge especially from Higher
education institutions.

Financial mechanisms to support entrepreneurship and
innovation are established, but will be necessary to allocate
budget for this instrument, as well as for the entrepreneurship
national strategy. The private investment is mentioned,
nevertheless deep legal reforms are demanded in order to
incentive its presence. Education regulation is incorporated in
the law to carry out entrepreneurship and innovation. In the
hereafter, will be necessary to incorporate partnership and
financial education programs.

The conception of adequate articulated programs for
entrepreneurship, management, research and development,
transfer, R&D funding, networking and human capital
strengthen could favor open innovation. However, other
instruments are necessary in terms of information release,
taxability, bureaucracy, labor and direct investment that allows
open innovation appear. The purpose of the Government is key
to ensure governance, rule of law, and accountability of itself
and entrepreneurship actors to ensure stability and economic
prosperity.

KEY WORDS: Entrepreneurship, open innovation, networking,
networking structures, performance, rule of law.

RESUMEN: El propésito de un espiritu empresarial es
construir y escalar un modelo de negocio sostenible a través
de una empresa. La falta de recursos tangibles e intangibles
se encuentran a menudo en esta etapa muy temprana. Segin
estudios previos, los nuevos emprendimientos podrian superar
la falta de recursos, clave para su éxito, formando relaciones
con socios (networking) a través de procesos de innovacion
abierta (OI). Sin embargo, la estructura de cada red afecta sus
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propios procesos y resultados; los procesos de innovacioén y la
estructura de la red se moldean mutuamente. Abrir el proceso
de innovaciéon implica involucrar a las startups en relaciones
con diferentes tipologias de actores: Incubadoras, Grandes
corporaciones, Instituciones de educacion superior, entre otros.
Comprender el papel, 1a relacién, la posicion y el poder de cada
actor en el ecosistema nos permite identificar la posicién de su
red que es fundamental para el acceso a los recursos.

Para determinar el nivel de madurez del ecosistema y
sus interacciones es necesario analizar el contexto del
emprendimiento. Segin el Perfil de Emprendimiento
Ecuatoriano (GEM, 2019) Ecuador tiene una posicion fuerte
relacionada con la infraestructura fisica, las normas culturales y
sociales y la educacion emprendedora en la etapa post-escolar
en comparacion con los medios del mundo. Sin embargo,
indicadores como las finanzas empresariales, los impuestos y la
burocracia, el apoyo gubernamental, la transferenciade I + Dy
los programas de iniciativa empresarial estan bastante lejos del
promedio mundial.

Utilizando la recién publicada Ley Organica de Emprendimiento
e Innovacién (Registro Oficial No. 151, 2020) que tiene como
objetivo proporcionar un marco normativo que fomente el
emprendimiento, la innovacién y el desarrollo tecnolégico,
este articulo analiza los elementos de centralidad de la red de
startups enfocandose en:

i) Principales actores y naturaleza de estas relaciones;

ii) Instituciones que ocupan una posicion central en la red;
iii) Alianzas y redes para apoyar los procesos y resultados
de innovacion;

iv)Mecanismos financieros para apoyar el espiritu
empresarial y la innovacion; y,

v) Educacion para realizar alianzas
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En consecuencia, el actor principal que determina la ley
es el CONEIN como o6rgano rector y el Consejo Asesor de
Emprendimiento. La presencia de empresarios individuales
es escasa. Si bien el CONEIN ocupa la posiciéon central en la
red, se presenta una gran oportunidad para que el Consejo
Asesor de Emprendimiento impulse la participacién de los
miembros del sector privado y tenga una mayor influencia en
la formulacién de politicas ptblicas. Por ley, las alianzas y redes
para apoyar procesos y resultados de innovacion no son claras,
pero los emprendedores adquieren una mayor centralidad en
el ecosistema que antes, lo que podria privilegiar su acceso a
recursos y conocimientos, especialmente de las instituciones de
educacioén superior.

Se establecen mecanismos financieros de apoyo al
emprendimiento y la innovacion, pero serd necesario asignar
presupuesto para este instrumento, asi como para la estrategia
nacional de emprendimiento. Se menciona la inversion
privada; sin embargo, se demandan profundas reformas legales
para incentivar su presencia. La regulacion educativa esta
incorporada en la ley para llevar a cabo el emprendimiento
y la innovacion. En lo sucesivo, serd necesario incorporar
programas de asociaciéon y educacion financiera.

La concepcién de programas articulados adecuados de
emprendimiento, gestion, investigacion y  desarrollo,
transferencia, financiamiento de I+D, networking vy
fortalecimiento del capital humano podria favorecer Ia
innovacién abierta. Sin embargo, son necesarias otros
instrumentos en términos de divulgacion de informacion,
tributacién, burocracia, mano de obra e inversion directa que
permitan que surja la innovacién abierta. El proposito del
Gobierno es clave para garantizar la gobernanza, el estado de
derecho y la rendicién de cuentas de si mismo y de los actores
empresariales para garantizar la estabilidad y la prosperidad
econdmica.
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PALABRAS CLAVE: Emprendimiento, innovacién, redes
de colaboracion, estructura de las redes de colaboracion,
desempefio, normativa.

INTRODUCTION

According to the definition by Blank (2010) a startup is
a company, partnership or temporary organization designed to
search for repeatable and scalable business model. In this phase,
new ideas are brought to the market and transformed into
economically sustainable enterprises (Spender et al., 2016).
However, the establishment of startups presupposes a lack of
tangible and intangible resources (Wymer and Regan, 2005)
in order to build new business models. Existing studies give
evidence that forming relationship with partners is key to their
success (Teece, 2010). In addition, by adopting open innovation
(OI), new ventures could overcome the lack of resources derived
from the liability of their smallness and newness (Bogers, 2011)
allowing both the acquisition of resources and the introduction
of new products in the market. In the OI literature, networks
have been considered as an instrument to their success (West
and Gallagher, 2006).

Although startups are powerful engines of open
innovation (OI) processes (Colombo and Piva, 2008; Davila
et al.,2003; Mustar et al., 2008). Wang and Fang (2012) have
found that network structure affects new firms’ innovativeness.
It is necessary for startups as well as for other actors involved
in the innovation processes to understand how the structure of
the network affect their own processes and outcomes. Neyens
et al. (2010) considered the impact of the duration of alliances
on startups’ innovation performance. Zhang and Li (2010) have
found that having relations with intermediary organizations
(e.g. technology service firms, accounting firms, law and talent
search firms) is positively related to new ventures’ product
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innovation. Pérez Pérez and Sianchez (2003) have found that
startups’ networks evolve over time.

These findings are just some of the examples of how
innovation processes and network structure mutually shape
each other: actors in the network define the requirements for
new products or services, accept or refuse them, and modify
their relations in the process. This phenomenon is especially
relevant when considering startups, which change the structure
and processes of the network when entering the market (La
Rocca and Snehota, 2014). Likewise, Spender et al. (2016)
notes that regardless of the context, environmental uncertainty,
affects the causal link between network structure and the
considered measure of performance.

1. THE ACTORS BEHIND STARTUP’S NETWORKING

Opening up the innovation process implies the involvement
of startups in relationships with different typologies of actors.
Qualitative aspects of the relations in the network underlines
the importance of two factors: the actors involved and the
evolution of the relations over time (Spender et al., 2016).
Understanding the nature of these relations and the mechanisms
used to manage them is just as important as understanding
their structure. The following actors are frequently related with
Startups and Open Innovation:

a) Incubators. An incubator is a company that promotes
the development of a new startups by providing
technical advice, services such as management training
or office spaces. According to studies, there are three
types of incubators: technology-based, industrial and
higher education incubators. Each of them are focus
on stimulate innovation processes along the lifecycle
of a startup. According to the Higher Education,
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Science, Technology and Innovation National Secretary
(SENESCYT, 2020), 24 incubators are registered and
active, 11 (45.8%) of them belong to higher education
institutions and 13 are private (54.2%).

b)Large corporations. In the entrepreneurship
ecosystem large companies play an important role for
startups to create new spin-offs or spinouts (Spender,
J. et al., 2017) as well as to give access for resources
and information. Large corporation adopt different
mechanisms to fund startups as venture capital or joint
ventures collaborations. According to UNESCO (2020)
in United States 71.5% ($340,728M) of the R&D country
spending corresponds to large corporations, equivalent
to 1.93% of its GDP. Meanwhile, in 2019 China and
Japan large businesses invested in R&D $287,795.3M
and $131,839.8M respectively, equivalent to 77.29% and
77.76% of the total R&D national expenditure (Fig.1).
Unfortunately, in Ecuador this type of mechanism is not
developed; the data of UNESCO (2020) show that large
companies invested in R&D only $343,061K equivalent
t0 0.17% of the GDP and 42,3% of the total R&D national
investment.

c¢) Higher education institutions. A relevant actor in
new ventures’ network is Higher Education Institutions
(HEIs); an OI ecosystem for startups is not complete
without their integral role. HEIs are an important source
of knowledge, upon which innovation has become
dependent, making HEIs crucial for open innovation.
Simoes et al. (2012) analyzed the role of HEI as an
intermediary, bridging the gap between producers and
consumers of knowledge, since they possess staff and
various research units that can help venture startups
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and entrepreneurs to identify opportunities, mobilize
resources, and create value. As a network actor HEIs
incentivize and energize the diverse elements to
integrate into an innovation network (Spender, et al.,
2016), that promotes knowledge sharing and supports
nascent entrepreneurs at the various stages of venture
creation. In high-income countries innovation processes
are well supported by HEIs that each year receives and
compete for public funds to fund innovation, science
and technology development. In 2018 US HEIs invested
$62,349.0M in R&D. Nevertheless, in the same year
the total R&D investment of South America countries
reached $52,546.4M, $9,802.6M less than US HEIs
(UNESCO, 2020).

d) Other actors. According to the “Regulation for the
registry, accreditation and strengthening of innovation
spaces and agents in Ecuador” (SENESCYT, 2017)
other innovation actors involved in the national
entrepreneurship ecosystem are entrepreneurship
accelerators linked with financial, market and
internationalization services. Risk capital operators
which focus on the risk capital management and
investment; they have a similar structure like the Venture
Capital firms (VC). Also, are the innovation managers
dedicated to design research and innovation projects for
knowledge transfer. Finally, are the coworking spaces
dedicated to provide coworking services like events,
networking and shared-based infrastructure areas for
new entrepreneurs.
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Figure 1: Rank of R&D investment per country.
Source: UNESCO (2020, s. p.).

Understanding the role, relation, position and power of
each ecosystem actor is key to identify the maturity of a startup
ecosystem. Strong networks allow startups to merge from low
innovation to high innovation initiative in a relative short time.

2. NETWORK ORIENTATION

Network position represents a critical resource
for startups because it allows to exchange and leverage its
substantial resources and the activities of partners in the
network (Wang and Fang, 2012). Network centrality defined
as the level of position, which the new venture occupies within
its industry boundaries. Centrality will be established by the
relation among actors within startup network: HEIs, incubators,
VC firms, large companies, among others. Therefore, network
centrality provides a positional advantage to a new venture
enabling it to obtain resources or information from others,
which is needed for growth and promote its innovation.
Network centrality increases the volume of innovation and
knowledge acquired from a wide variety of sources. In other
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hand, cooperative network is determined by social network
acceptance. According to literature, cooperative relationships
can assist a new venture’s competition. The hypothesis about
network centrality and innovation bet that there is a positive
relationship between the degree of network centrality a startup
occupies in their network and its innovative performance.
Therefore, there is a negative relationship between the degrees
of interaction with cooperators a startup fostered and its
innovative performance.

3. ECUADORIAN ENTREPRENEURSHIP PROFILE

According to Global Entrepreneurship Research
Association (2019), the ranking of entrepreneurial framework
in Ecuador evidence a strong position of the country related
with physical infrastructure (6.97), cultural and social norms
(5.92) and entrepreneurial education at post-school stage (5.39)
comparing with the media of the World. However, indicators
like entrepreneurial finances (2.88), taxes and burocracy
(2.66), government support and relevance (2.66), research and
development transfer (3.10) and government entrepreneurship
programs (3.44) are quite far from the globe average.

In the region, Ecuador ranks second in the Total
early-stage (TEA) entrepreneurial activity and forth on
Establish business ownership rate (Fig. 2). One important
function of new entrepreneurship can be to introduce new
products and services into markets. According to the Global
Entrepreneurship Monitor GEM (2019) answers to new
questions in the 2019 research reveal that in seven economies
(Canada, Colombia, Guatemala, Ecuador, Panama, Chile and the
United Arab Emirates), one in 20 adults are starting or running
a new business with products or services that they say are at
least new to the local area. This is an encouraging sign that
innovation is truly entering the heart of entrepreneurship but
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Also, as shown in the Fig. 4 the TEA rate related with the
GDP/per capita shows a concentration of entrepreneurs well-
paid in the high-income countries, meanwhile in the low- and
middle-income economies like Ecuador the concentration of
entrepreneurs surveyed are in the lowest decile of the GDP/per
capita rank. Of the 33 economies in the high-income group, 26
have a TEA rate that is less than 15%.
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Figure 4: Total early-stage Entrepreneurial Activity (TEA) rate
and GDP/Capita.

Source: GEM adult population survey (2019)

In terms of the social and cultural foundations of
entrepreneurship 59% of adults (18-64) in Ecuador reports
knowing someone who has started a business in the past
two years, 56% mention that there are good opportunities to
start a new business in their area and 55% of adults surveyed
believe that is easy to start a business in Ecuador (GEM, 2019).
However, around 82.7% of early-stage entrepreneurs reported
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that they started a business because of a lack of better options,
which stills as the main motivation to start a business (Fig. 5).
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Figure 5: Motivation to earn a living because jobs are scare.

Source: GEM adult population survey (2019)

According to the World Bank Group’s Doing Business
report (2020), Ecuador is among the lowest-ranked countries in
terms of the cost (time and money) of starting a business. And
while there have been some recent reductions, import tariffs
are still relatively high compared to neighboring countries.
This may translate into higher production costs, limiting the
competitiveness of Ecuadorian products in the international
market. Furthermore, foreign direct investment is much lower
than in neighboring countries and is currently trending towards
a much lower figure than the official expected number for this
year. Policies aimed at boosting foreign investment are not
having the anticipated impact.

The discernment of the entrepreneurial profile of the
country gives us a proper framework for the analysis of the
entrepreneurship and innovation law —from the networking
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point of view- that catalyzes entrepreneurship from a necessity-
driven business, to a sophisticated model based on high-
revenue, innovation, technology-based and internationalization
of enterprises.

4. LAW FOR ENTREPRENEURSHIP AND INNOVATION IN
ECUADOR

After several rounds of analysis, on February 28, 2020
the National Assembly of Ecuador approved the Organic Law
of Entrepreneurship and Innovation, published in the Official
Registry No. 151. According to its Article 1 the purpose of the
law is to provide a normative framework that encourages the
entrepreneurship, innovation and technological development
in Ecuador for all economic activities of public and private
nature, in its various forms.

Art. 2 mentions the following objectives of the law:

a) Facilitate the creation, operation and elimination of
enterprises;

b) Promote the efficiency and competitiveness of
entrepreneurs;

c) Promote public policies and programs for technical,
financial and administrative support for entrepreneurs;

d) Strengthen the articulation and synergy between
higher education institutions and the actors of the
national productive system; and,

e) Promote innovation in productive development.
(Organic Law of Entrepreneurship and Innovation,
2020)

In the regulatory context, the plenary session
considers that: “a law is required to facilitate and harmonize the
participation of actors in the entrepreneurial ecosystem that
encourages entrepreneurship, as well as maximizes its duration,
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economic and social results” (Organic Law of Entrepreneurship
and Innovation, 2020) Therefore, it is necessary to analyze
how the new regulation affects the particular aspects of
strengthening networking and innovation that have been
previously mentioned.

5. ANALYSIS OF THE ENTREPRENEURSHIP AND
INNOVATION LAW ON STARTUPS NETWORKING

Understanding the complexity of new ventures’
networks is key adopting innovation processes for startups’
success. According to the literature, the centrality of an
enterprise in its network positively influences the obtaining
of information and access to resources, aspects that favor its
acceleration and success. However, getting the system to
embrace new initiatives is a great challenge for decision makers,
since it implies risk and resources for the oldest members of the
business, knowledge and innovation networks. Therefore, will
be appropriate to highlight the wide opportunity that the public
sector has through the new Entrepreneurship and Innovation
Law to promote the articulation the institutions and actors in
the entrepreneurship system to allow a subtle transition of new
entrepreneurs in the system until reaching greater centrality.
Below is shown the analysis of the startup’s network centrality
elements and their approach in the new law.

5.1. Main actors and the nature of these relations

According to Art. 3 of the Entrepreneurship and
Innovation Law (2020) in order to have a governing body for
entrepreneurship and innovation public policy, the National
Council for Entrepreneurship and Innovation (CONEIN) is
created. Additionally, a Entrepreneurship Advisory Council is
also created in charge to advise and support CONEIN. It will
be constituted for the monitoring of public policies integrating

Revista Facultad de Jurisprudencia RFJ No.9 Junio 2021 306



SO0 e LT LUPS T EDVOTK
representatives from several industries like manufacture,
tourism, commerce, finances among others public and private
institutions. The following are also recognized: the governing
body of public real estate management and business accelerators
or entrepreneurship support centers (Art. 13), commercial
offices in Ecuador abroad (Entrepreneurship and Innovation
Law, 2020, Art. 15), the Ministry of Education, SENESCYT, and
the Technical Secretariat for Training and Vocational Education
(Art 19). Different types of investors appear on the radar of
the entrepreneurial ecosystem, such as: seed capital and
venture capital investors (Entrepreneurship and Innovation
Law, 2020, Art. 25-26), angel investors (Entrepreneurship and
Innovation Law, 2020, Art. 27) and crowdfunding managers
(Entrepreneurship and Innovation Law, 2020, Art. 32) that
connect promoters with investors.

The spirit of the legal framework promotes better
articulation and collaboration between the public and private
sectors in order to stimulate entrepreneurship. In addition,
an institutional framework is strengthened by the creation of
CONEIN as a governing body in charge to regulate and control a
large part of the ecosystem members to reach a national strategy
and the formulation of public policies, programs and projects
to support entrepreneurship. However, from the point of view
of startups networks and open innovation the law without a
clear configuration of how this structure will put forward more
specific instruments and programs to cover the lack of tangible
and intangible resources, entrepreneurship collaboration, data
generation and management of innovation and technology
driven process stills sketchy.

Without prejudice to their corporate status, the law
identifies entrepreneurs as “individuals” or “subjects” of
these services, losing sight of their relations in networks that
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could benefit the ecosystem and therefore in opportunities to
consolidate and grow the public and private startup investment.

5.2. Institutions which hold the central position in the
network

Although there is a broad mapping of actors that
nourishes the map of entrepreneurship networks, since the
object of the law is to achieve mainstreaming of the public
policy in charge of the National Council for Entrepreneurship
and Innovation (CONEIN), this institution gains power and
prominence compared to the rest of the actors. From the point
of view of entrepreneurs, regarding the publication of the law,
the CONEIN owns a central point in the network diminishing
the impact of the relationships between startups among the
actors (Fig. 6).

The role that the Entrepreneurship Advisory Council
can play, as an organization that brings together tall type
of private actors is essential, as well as its relationship with
industry associations and cluster representatives strengthening
their participation as entrepreneurs in the formulation of
policies and programs. According to the law, new entrepreneurs
are beneficiaries, despite the fact that their articulation and
coordination with all actors, especially funding institutions
and knowledge facilitation organizations is key to achieving
innovation success.
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CONEIN and entrepreneurs relationships after law
CONEIN

Crowiunding companies Presidency of Ecuador

Investors Production Ministry

Intemational commerce offices Economy and Finances Minisiry

Entrepreneurship Support organizations Higher Education National Council

Financial instiutions. Local goverments

Cluster representatives Entrepreneurship National Advisory Council
Public Higher Education Instituions Industrial and production associations

{0 CONEIN () Entrepreneurs.

Figure 6: Location by law of CONEIN and entrepreneurs in the

network.

Own elaboration

5.3. Partnerships and networks to support innovative
processes and outcomes

According to the Article 2 is a purpose of the Organic
Law of Entrepreneurship and Innovation (2020): “to strengthen
the interaction and synergy between the educational system
and public, private, mixed, popular and solidarity-based,
cooperative, association, community and artisanal actors of
the national productive system”. This objective is possible
within an entrepreneurial framework that facilitates, includes
and encourages the development of companies and projects
in a specific place (Organic Law of Entrepreneurship and
Innovation, 2020, Art 3). Therefore, connections between public
and private actors are highlighted for the formulation of public
policies through CONEIN (Organic Law of Entrepreneurship
and Innovation, 2020, Art. 6), and the Consultative Council
on Entrepreneurship and Innovation (Organic Law of
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Entrepreneurship and Innovation, 2020, Art. 10). Likewise,
the law implements new simplified corporate modalities for
the creation and liquidation of companies, which favor the
optimization of time and resources for entrepreneurs.

In Fig. 7 roles and actors described in the law and their
location on the entrepreneurship map are drawn where the
centric positions reflect greater incidence and impact of the
actors in the ecosystem. As is shown, entrepreneurs acquire
greater centrality than before, regarding financial services,
investment, access to knowledge and other support services,
while their relationships with the public institutions are
centralized in the CONEIN. Relations with local governments
and industry representatives are maintained.

Relationship b p s and other actors

CONEIN

Crowfunding companies Presidency of Ecuador

Investors Production Ministry

Intemational commerce offices Economy and Finances Ministry

Entrepreneurship Support organizations. Higher Education National Council

Financial institutions Local goverments

Cluster representatives Entrepreneurship National Advisory Council
Higher Education Insiitutions Industrial and production associations

(@ Entrepreneurs (Before Law) (i Entrepreneurs (After Law)

Figure 7: Relationship between entrepreneurs and other actors before
and after the Law of Entrepreneurship and Innovation.

Own elaboration

In terms of the centrality theory, the lack of tangible
and intangible resources and the liability of the smallness
and newness of new firms characterized in the Ecuadorian
entrepreneurship profile could be mitigated if the startups
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occupy a central position in the network like now. The
Entrepreneurship Advisory Council again will play an
important role to release information between their members
and promote initiatives for entrepreneurship training, R&D
transferring, networking and human capital strengthen that
could favor open innovation processes.

Unfortunately, the law does not explicitly encourage
collaboration between entrepreneurs, nor does it propose
schemes for greater articulation between public and private
for the provision of services other than real estate (Organic
Law of Entrepreneurship and Innovation, 2020, Art. 13). The
‘necessity-driven business’ mention by GEM (2019) in the
Ecuadorian profile will still lack of better options if they do not
join together and if they do not participate in decision-making
processes. The application bylaw publication of the Organic
Law of Entrepreneurship is pending which is expected to allow
us a better understanding of the public and private decision-
making procedures.

5.4. Financial mechanisms to support entrepreneurship and
innovation

From the original considerations of the Organic
Entrepreneurship Law, access to credit is considered as a
mechanism to strengthen the entrepreneurial ecosystem.
Among the attributions of CONEIN, in addition to formulating
binding policies and guidelines for credit access (Organic
Law of Entrepreneurship and Innovation, 2020, Art. 9. b)
in Chapter V of the Law, it is established that all enterprises
registered in the National Registry of Enterprises (Organic
Law of Entrepreneurship and Innovation, 2020, Art. 12) must
have immediate access to financial services (Organic Law of
Entrepreneurship and Innovation, 2020, Art. 24), such as: seed
capital (Organic Law of Entrepreneurship and Innovation, 2020,
Art. 25), venture capital (Organic Law of Entrepreneurship
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and Innovation, 2020, Art. 26), angel investment (Organic
Law of Entrepreneurship and Innovation, 2020, Art. 27) and
public credit programs (Organic Law of Entrepreneurship
and Innovation, 2020, Art. 29). This access represents a great
advance in the consolidation of innovation processes that
require high technological investment, but if the Government
do not promote deep legal reforms and other instruments
for data release, taxability, bureaucracy and labor, private
investment will stills scarce causing a huge negative impact for
the innovation funding. Entrepreneurship training programs
are necessary in order to promote financial education.

5.5. Education to carry out partnerships

One of the mostimportantadvancesin entrepreneurship
law is the understanding of a culture and education that requires
strengthening the ecosystem to enable better conditions.
Entrepreneurial culture is understood as a set of qualities,
knowledge and necessary skills that an entrepreneur possesses
(Organic Law of Entrepreneurship and Innovation, 2020, Art.
3. Literal 5). Aspects and values such as self-esteem, autonomy,
sense of belonging to the community, teamwork, solidarity,
associativity, encouragement of research and lifelong learning
are part of an integral entrepreneurship formation (Organic Law
of Entrepreneurship and Innovation, 2020, Art. 4. Literal 5).
Hence, Chapter IV proposes the promotion of entrepreneurial
culture and education which ratifies the law objective of
“improving capacities, abilities and skills that allow successful
entrepreneurship” (Organic Law of Entrepreneurship and
Innovation, 2020, Art. 18), among others. Soft skill training
for the development of entrepreneurial and innovative spirit is
highlighted at all education levels, including a clear content and
criteria for its evaluation (Organic Law of Entrepreneurship
and Innovation, 2020, Art. 19). The coordination of strategies
is delegated to the Ministry of Education for the basic and
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intermediate education levels, as well as to the SENESCYT for
higher education.

A deepening of education is necessary to promote
entrepreneurship. The Global Entrepreneurship Monitor
(2019) recognizes great advances in higher education in
Ecuador, which qualifies at 5.39 / 10 points. Not so, basic level
education that has an evaluation of 3.49 / 10.

CONCLUSIONS

Considering the bibliography reviewed as well as the
Ecuadorian entrepreneurship profile, the majority of new
firms establish in Ecuador are ‘necessity-driven businesses’
started because of the lack of better options. Likewise, because
of the lack of tangible and intangible resources, an individual
entrepreneurship intervention and the liability of their
smallness and newness, the innovation process is difficult to
emerge resulting on low-impact startups from the consumer
services sector maneuvering in a highly competitive market
lack of revenues.

Higher import tariffs -compared to neighboring
countries-, non-technology driven process and few training
programs derivate in higher production costs and limit the
competitiveness of Ecuadorian products in the international
market. Low direct investment also reduces the financial
opportunities for new firms and startups internationalization.
Accordingly, just few startups in Ecuador achieve sustainability
and high economic impact.

From the dynamic of a network point of view,
understand that the structure of a network affects new firms’
innovativeness and startups change the structure of their
networks when entering the market is key to promote new
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firm’s centrality. Thus, to promote new firm’s resources access,
innovation and technology-based transferring is only possible
if key actors of the Ecuadorian ecosystem like incubators,
higher education institutions, acceleration companies, venture
capital firms, large corporations, financial institutions and the
Government of Ecuador strengthen their relations, articulate
actions, release information, open networking spaces and are
able to embrace open innovation.

The analysis of the law shows a great advance regarding
aspects such as the strengthen of the governance and rule of
law for the entrepreneurship ecosystem. Also, articulates
efforts between the institutions for entrepreneurship education
and financial access as a started point for public policy. Still
necessary to build mechanisms to support innovation process
in their different phases. The design of adequate articulated
programs for R&D transfer, R&D funding, networking and
human capital strengthen could favor open innovation.
Nevertheless, deep legal reforms and other instruments are
necessary in terms of data release, taxability, bureaucracy, labor
and direct investment that allows open innovation to appear.
The role of the Government is key to ensure governance, rule of
law, accountability as well as to coordinate efforts between the
public and private sectors to guarantee stability and economic
prosperity.

REFERENCES

Blank, S. (2010). Why startups are agile and opportunistic —
pivoting the business model. Retrieved from: www.
steveblank.com

Bogers, M. (2011). The open innovation paradox: knowledge
sharing and protection in R&D collaborations. European
Journal of Innovation Management, 14 (1), pp. 93-117.

Revista Facultad de Jurisprudencia RFJ No.9 Junio 2021 314



Segarra, C “Startups” network

Colombo, M. G. and Piva, E. (2008). Strengths and weaknesses
of academic start-ups: a conceptual model. IEEE
Transactions on Engineering Management, 55 (1), pp.
37-49.

Davila, A., Foster, G. and Gupta, M. (2003). Venture capital
financing and the growth of start-up firms. Journal of
Business Venturing, 18 (6), pp. 689-7009.

Global Entrepreneurship Monitor GEM (2019). Areentrepreneurs
really innovating? Retrieved from: https://www.
gemconsortium.org/news/Are%20entrepreneurs%20
really%20innovating?

Global Entrepreneurship Research Association GEM. (2019).
Global Entrepreneurship Report. London, UK: London
Business School, Regents Park.

La Rocca, A. and Snehota, 1. (2014). Relating in business
networks: innovation in practice. Industrial Marketing
Management, 43 (3), pp. 441-447.

Mustar, P., Wright, M. and Clarysse, B. (2008). University
spin-off firms: lessons from ten years of experience in
Europe. Science and Public Policy, 35 (2), pp. 67-80.

National Assemblyof Ecuador. Organic Lawfor Entrepreneurship
and Innovation. (2020). R. O. 151 February 28, 2020.

Neyens, 1., Faems, D. and Sels, L. (2010). The impact of
continuous and discontinuous alliance strategies on
startup innovation performance. International Journal
of Technology Management, 52 (3-4), pp. 392-410.

Pérez Pérez, M. and Sanchez, A. M. (2003). The development
of university spin-offs: early dynamics of technology
transfer and networking. Technovation, 23 (10), pp.
823-831.

Revista Facultad de Jurisprudencia RFJ No.9 Junio 2021 315



Segarra, C “Startups” network

SENESCYT. (2017). Reglamento agentes de innovacion. Retrieved
from: http://www.bancodeideas.gob.ec/archivos/
reglamento_agentes_de_innovacion.pdf

SENESCYT. (2020). Proyectos. Retrieved from: http://www.
bancodeideas.gob.ec/

Simdes, J., Silva, M. J., Trigo, V. and Moreira, J. (2012). The
dynamics of firm creation fuelled by higher education
institutions within innovation networks. Journal of
Science and Public Policy, 39 (5), pp. 630-640.

Spender, J., Corvello, V., Grimaldi, M. and Rippa, P. (2017).
Startups and open innovation: a review of the literature.
European Journal of Innovation Management, 20 (1), pp.
4-30. https://doi.org/10.1108 /EJIM-12-2015-0131

Spigel, B.(2015). The Relational Organization of Entrepreneurial
Ecosystems. Entrepreneurship Theory and Practice,
41 (1). Retrieved from: https://www.researchgate.
net/publication/279179426_The_Relational _
Organization_of_Entrepreneurial_Ecosystems

Teece, D. J. (2010). Business models, business strategy and
innovation. Long Range Planning, 43 (2-3), pp. 172-194.

UNESCO. (2020). How much does your country invest in
R&D. Retrieved from: http://uis.unesco.org/apps/
visualisations/research-and-development-spending /

Wang, M. and Fang, S. (2012). The moderating effect of
environmental uncertainty on the relationship between
network structures and the innovative performance of a
new venture. Journal of Business & Industrial Marketing,
27 (4), pp. 311-323.

Revista Facultad de Jurisprudencia RFJ No.9 Junio 2021 316



ST, e SRATEUDS” MELWOT

West, J. and Gallagher, S. (2006). Patterns of open innovation
in open source software. In H. Chesbrough, W.
Vanhaverbeke and J. West (eds.), Open Innovation:
Researching a New Paradigm, pp. 82-106. Oxford
University Press, Oxford.

World Bank Group’s Doing Business. (2020). Doing business
2020 Report. Retrieved from: http://documentsl.
worldbank.org/curated/en/688761571934946384/
pdf/Doing-Business-2020-Comparing-Business-
Regulation-in-190-Economies.pdf

Wymer, S. and Regan, E. (2005). Influential Factors in the
Adoption and Use of E-Business and E-Commerce
Information Technology (EEIT) by Small & Medium
Businesses January. Journal of Electronic Commerce
in Organizations, 9 (1), pp. 56-82. DOIL: 10.4018/
jeco.2011010104

Zhang, Y. and Li, H. (2010). Innovation search of new ventures
in a technology cluster: the role of ties with service
intermediaries. Strategic Management Journal, 31 (1),
pp- 88-109.

Revista Facultad de Jurisprudencia RFJ No.9 Junio 2021 317



Segarra, C “Startups” network

Received: 01/10/2020
Approved: 15/04/2021

Cristina Anabel Segarra Haro, MBA: Universidad San
Francisco de Quito - USFQ Professor and researcher

Email: csegarra@usfq.edu.ec

City: Quito

Country: Ecuador

ORCID: https://orcid.org/0000-0003-1823-5898

*Research project 036-UIO-2021 Analysis of the startup network
as an instrument of open innovation during uncertainty - FSPI
Program.

Revista Facultad de Jurisprudencia RFJ No.9 Junio 2021 318






