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Welcome to Funding the future — a white paper from EY that analyzes the opportunities and issues 

By acting on previously unnoticed opportunities and developing innovative, new products, services  
or processes, entrepreneurs increase productivity, introduce new demand, stimulate competition  

At a time when many developed economies are facing a weak economic outlook, the importance of 

means that they have greater potential to create jobs at a time when many G20 countries are facing 

policies that will stimulate business activity, enabling companies to create employment and invest in 

economies have enjoyed high rates of GDP growth for the past decade, their strong performance 

Across every G20 country, a crucial factor that will determine the success of entrepreneurship 

We hope that this report and the perspectives it offers will be of use to entrepreneurs, governments, 
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President

President of  
Young Entrepreneurs

 

very optimistic for the rest of 2012; the signs tell 
us that our slow recovery in the global economy 

According to the International Monetary Fund, 
it will take a decade for the Eurozone to get out 

City in June as part of the G20 meeting, is a 
convenient space to analyze and discuss solutions 

comes just at the right moment: the access to 
funding, which is one of today’s major obstacles to 
the creation, survival and growth of enterprises, 

for small and medium companies, which are the 

Young entrepreneurs have the great challenge of 

 
lead and strengthen their projects, even in  
times like these, which are uncertain for the 

Governments will have enough access to 
indicators that will help them improve their 

With these, they can promote the development 
and multiplication of successful and sustainable 
business projects toward the creation of the jobs 
demanded by millions of people who join the 

 
the environment where young entrepreneurs 

With this kind of initiative,  and its 
National Committee of Young Entrepreneurs  
seek to help entrepreneurs assume their 
leadership and become great agents of change 
who transform their country — starting with  
their families and businesses and participation  



 

 
 

–  
–  

 

Entrepreneurs speak out: 
A call to action for G20 governments,

Executive summary
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in the event ofa default. 

   
 
 

 
 

Recent legislative changes in the US that allow certain emerging 

a deferral or relaxation of certain securities regulations have 

revelation of fraud.



 
 

An effective funding environment means that entrepreneurial companies must be able to access 

 
 

certain types of funding and not others, and some may jump from one form of funding to another 

how they access different forms of funding, there is clear evidence that large gaps have appeared 

entrepreneurial companies to start up and grow and mean that they are unable to play the role 
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for the creation, growth and survival of SMEs, particularly innovative 
 

face even greater challenges, and countries burgeoning with youth 

of respondents from Saudi Arabia think that access to funding for local 

numerous initiatives to ease the regulatory burden for new businesses  
 

or South Africa regard the funding situation as straightforward for 

range from high levels of bureaucracy to shortages of credit in markets 

above shows that some countries have very low bases for bank lending, 
measured as a share of GDP, suggesting that banks in these countries 

 

markets, where respondents say that access to funding has improved 

 

funding instruments, whereas entrepreneurs from mature markets  

 

one should not forget that the availability of funding is coming from a low 
 

that funding availability is catching up with more mature markets across  

Source: The Nice Côte d’Azur 2011 Entrepreneurship Barometer 
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denotes a perceived improvement in the availability of that funding mechanism; while  

G20

Mature markets

Rapid-growth
markets
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G20 investment
in SMEs
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Bank lending Venture capital Angel investment

other G20
investment

I M  
A A K

U
K

U

Despite being key engines of economic growth, SMEs attract just a tiny proportion of 

Looking at the funding picture in individual countries, China dominates with investment in 
 



Pre-seed and  
seed stage

It is likely to be focusing on research and development to determine its product or service, or 

needs will still be reasonably small and are possibly even lower than they were a few years ago, 

At this stage, the cost of development can often be covered by the entrepreneur’s own savings, 

 
 

 
1 
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a number of alternative funding mechanisms are emerging that could 

 

G20 countries is crowdfunding, which is a way of attracting small 
amounts of funding or donations directly from multiple investors using 

has become increasingly popular, particularly in creative industries, such 

1

Venture Capital and the Changing World of Entrepreneurship  

One way to mitigate risk is to ensure strong 

is not a formula for return on investment.”

“
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452
 

concerns raised that more needs to be done to protect investors in crowdfunding schemes from 

But with the right regulation and the right business model behind it, crowdfunding could grow 

 
  

 
162 investors.

2 Crowdfunding Industry Report: Market Trends, Composition 
and Crowdfunding Platforms
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which could give them a way of accessing credit that would  
 
 

 

new channels.
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Recommendations for ...



 

 
 

 
 

be a reliance on bootstrapping and friends and family, although some business angels may start  

 
 

 

As this gap has widened, angel investors have stepped in, although only in some G20 countries that 

3 And 
in our survey of entrepreneurs, business angels are the only category where respondents have seen 

G20 countries, business angel funding is starting from a very low base and still represents only a tiny 

 

3   Financing High-
Growth Firms: The Role of Angel Investors 
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 Financing High-
Growth Firms: The Role of Angel Investors 

62%

Source: Financing High-Growth Firms: The Role of Angel Investors,

 

Angel investment (£m)
Number of deals

0

10

20

30

40

50

60

70

80

90

0

20

15

10

5

£mNo. of deals

20
00

 – 
01

20
01

 – 
02

20
02

 – 
03

20
03

 – 
04

20
04

 – 
05

20
05

 – 
06

20
06

 – 
07

20
07

 – 
08

20
08

 – 
09

20
09

 – 
10



16

 
 

By pooling resources and capabilities in this way, angel investor groups 
have been able to increase their deal sizes and become more visible to the 

Some G20 countries have started to see the emergence of “super angels” 

professional infrastructure to facilitate serial investments in entrepreneurial 

promote angel investment, support for business angel networks and  

purchase price of the shares is deductible from the investor’s capital gains 

 
 

when all costs are included.

unlike with invoice discounting and factoring.
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contacts and gain insight into how to access angel funds. Such 

 
 

 

 
and growth. 
 

 
of this nature.

17

Recommendations for ...



Emerging growth stage

With a track record now behind it and a management team that has demonstrated its competence, 

But despite this improved access, there are several trends that are hampering the ability of 

suitable collateral, the high administrative costs of serving SMEs relative to the size of the loan, 

were disproportionately affected as they were more reliant than large companies on bank credit 

Many entrepreneurs found that they were paying higher interest rates at shorter maturities and 
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Bank Financing for SMEs around the World: Drivers, Obstacles,  
 Business Models, and Lending Practices  

80%
has fallen as companies have delayed investments in response to 

investing, many companies have focused on reining in costs and scaling 

market entrepreneurs report a decline in credit availability over the 

improvement in global bank lending conditions, but despite this positive 

risk, this will result in a higher cost of capital for banks when lending to 

lending or pass on the increased cost of capital in the form of higher 

been another factor, causing some banks to increase the interest rate 

than their peers in mature markets and tend to provide a smaller share 

 

centrally, which means that banks apply the same cost of funding to 

funding has become even more constrained in China following recent 

(G20 countries)
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Although the causes may vary from market to market, it is clear that there 
is still a gap between supply and demand for lending to entrepreneurs in 

are helping to address this shortfall is through the use of credit guarantee 

so that banks can be reimbursed, either in whole or in part, in the event of 

guarantee schemes is scarce, a report from 2003 estimated that there 

 Measured by the size of outstanding loan guarantees, schemes 

7 

Although loan guarantee schemes have been in place for many years, some 

eased the rules in member countries so that governments can increase the 

8 

program offers credit facilities guaranteed by the government in cooperation 

 
 
In addition to enhancing credit guarantee schemes, a number of 
governments have also introduced monitoring and mediation entities  
with a remit to assess lending levels to SMEs and intervene if these are 

 

mediation sc
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6  A Green, Credit Guarantee Schemes for Small Enterprises: An Effective Instrument to Promote Private  
Sector-Led Growth?

7 The Typology of Partial Credit Guarantee Funds around the World  

8 The Impact of the Global Crisis on SME and  
 Entrepreneurship Financing and Policy Responses

 

 

 

Source: The Nice Côte d’Azur 2011  
Entrepreneurship Barometer 

Source: Entrepreneurship at a Glance 2011,
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way and creating a “passport” system for European funds, regulators hope that they can stimulate 
investor interest in VC, enable greater competition, and facilitate the creation of larger or more 

 EY, Globalizing venture capital: Global venture capital insights and trends report 2011  

Right scale – VC equity invested
(% of total economy investment)

Left scale – VC equity invested
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t

market has been in decline and this means that the potential to realize 

that is both depressing valuations and slowing the process of raising new 

applications, health care delivery, medical devices and technology, 

Number of rounds Number of rounds

2005 2006 2007 2008 2009 2010 2011

0.3 0.6 0.9 1.7 0.8 1.1 1.5
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10  

11  “FAQs,” U.S. Small Business Administration website

12

 generalizing developed economy experience and its relevance to emerging nations  

13 Financial Times,

which combine public and private investment to reduce the risk for 

11

12

l’Innovation(FCPI)—  

investments as ordinary income, which means that they will be subject 

but many entrepreneurs and investors in India worry that they will have  

In many G20 countries, pension funds and other institutional investors 

regulation that ease their ability to invest a portion of their assets 
in entrepreneurial businesses, and especially in VC funds run by 

under the directive, many pension funds will be forced to decrease their 
allocation to these investments to reduce the amount of capital they are 

of investors seeking to access VC and PE, including pension funds in 

In the corporate world, investment in new ventures has long been a 
crucial way of securing access to new innovation and growth and has 

hungry than ever for new ideas to enable growth, this form of investment 

13 Corporate venturing is also 

10 



 

 

 
trying to achieve.

 

mature markets.

 

than needing to register funds in every country where they want 

 

and see if they can create a similar model in their own country. 
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Recommendations for ...



proven that its business model is effective and the focus shifts to rapidly scaling up the venture to 

be channeled into investments that will facilitate growth, but these are unlikely to be enough to 

 
 

 
 

remains the overwhelming driver here, given limited private sector 

into local universities and incubators to increase their pipelines,  

different here is the absence of any investing into early research 
or patents, such as new technologies being developed within 

item we’re lobbying on is for Government to help create a fund of 
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 Bain & Company, Global Private Equity Report 2012

 
53%

Large majorities of surveyed entrepreneurs from these markets say that 

In many of these countries, there is only limited access to VC, and 

recent survey conducted by EMPEA and Coller Capital found that limited 
partners that are active in emerging markets are planning to increase 

 
 
 
 

 

 

with more disciplined corporate governance and a more structured 

moved higher in 2011 as the operating environment for most companies 

which involves a PE investor buying a relatively small company then 

a series of smaller deals than one large one because investors perceive 

Source: The Nice Côte d’Azur 2011 Entrepreneurship Barometer 
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Initial public offerings play a vital role in helping growing companies 

public stock markets estimated that, of all the jobs created by public 
  

 
 
 

Since then, the numbers have rebounded slightly, but they still remain 

with certain securities regulation is often cited as a consideration in 

17

sentiment, with many international institutional investors continuing to 

including India, Indonesia and Malaysia, although the number and size 
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  National Venture Capital Association, Global Insight and Survey of Top 136 VC-Based Companies That Went 
Public 1970–2005 

Rebuilding the IPO On-Ramp: Putting Emerging Companies, Investors and  
 the Job Market Back on the Road to Growth
17 EY, Global IPO Update: Q1 2012 

 
  

 
his customers.  

 

%

0

1

2

3

Source: 
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VC money to China because investments can be channeled into backing candidates that have an 

Performance of companies that have recently completed offerings has been highly volatile, and 
18

 
 

  

with new kinds of asset classes. It has since handled more than 

18 , “Chinese ‘hoops’ hold back foreign banks,”  
 Financial Times, (18 December 2011).



 

may sometimes lie outside the home market.

focus has shifted to smaller deals and to generating returns through 

the next level of growth. 
 
 

the slowdown in IPO volumes. Other G20 countries should likewise 

31

Recommendations for ...



Government incentives

 
Program for Young Entrepreneurs Development in Argentina

  

more worthy of additional investment. 

 

 

  

 

Government has a vital part to play in facilitating and encouraging 

EY for Entrepreneurs speak out: A call to action for G20 governments, 

 
government incentive programs needs to recognize the life cycle of 

 
business development and multiple funding sources available at each 

funding ecosystem and provide comprehensive support within this  

A holistic approach to stimulating a given industry or sector may provide 
additional impact beyond what can be achieved through programs targeting 

 
 

funding gaps and correcting market failures that occur along the way,  
governments can ensure that there is a healthy entrepreneurial ecosystem 

 

 
target different stages of the entrepreneurial journey, but these can  
essentially be broken down into two categories: direct funding and indirect 

currently in use or potentially available to stimulate entrepreneurship and 



Government grants to businesses in all phases of development

 Partnerships between investment funds and governments to provide funding via  
multiple stakeholders

33

    
  stage of development

   Grants available to investment companies researching the viability of initiating investments  
  in SMEs and new ventures

    

80%
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limited resources are being directed towards those programs that have  

governments across the G20 will continue to prioritize incentives that 

 It is likely that the availability of 

entrepreneurs will continue to see opportunities to subsidize the cost of 

targeted the development of high technology investments by establishing 

20 

 

While funding is essential to promoting the establishment of a thriving set of 
entrepreneurial businesses at every stage of development, it is not the only 

When developing a business idea, entrepreneurs will also need to seek out 

funding could increase their impact by combining access to other 

designated for particular tasks, the ability to access comprehensive 
business development support will allow entrepreneurs to leverage the 

 
Indian Fund for Sustainable Energy

 

 

 
 

 

 
 

 

 

 

the fund investors. 

 



 

entrepreneurs and their companies completed by Endeavor Insight, 

21 

 

 
Selective incentive programs could be regarded as discriminatory against 
those companies that are not successful in securing funds or are deemed 

that some selectivity will be necessary during the development of any 
incentive program, and governments should not shy away from purposefully 
targeting activities or segments they believe will have the highest impact on 

to make incentive programs accessible to as many participants as possible 
 

 

investment must demonstrate regular growth to secure progressively 
larger infusions of funds, governments could implement a structured 
funding growth platform that would advance in conjunction with a 

35

20 Invest in Turkey website,  

21 2011 High-Impact Entrepreneurship Global Report 

 
=

 

 

multiple selective and general programs, is the increased compliance 

Some governments have already begun to take steps toward achieving 
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slightly above trend growth in nominal GDP, that over time will correct the currently abnormally 
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O

Source: 

 

 
 

crisis and its aftermath have had a dramatic impact on the availability  

rapid development of capital markets, is helping to fuel a new spirit of 

further work in developing both traditional and innovative forms of 

for both governments and entrepreneurs that we believe will help to 

stakeholder must play their part to ensure that funding is available at 

produces marked differences in the estimates for potential funds 

driven by growth in new funding instruments, could reduce the share of 
 

SMEs might emerge and survive if the higher levels of funding could be 

 

 
at a rate faster than trend growth in nominal GDP, and with a greater 
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Barometer, Entrepreneurs speak out: A call to action for G20 
governments, an analysis of the G20 country ecosystem articulated 

 
 

A perception survey of 1,001 entrepreneurs across the  
G20 countries

representatives from funding providers across the G20
Quantitative research into access to funding levels across  
the G20 and across each stage of entrepreneurship
An analysis of G20 government leading practices 

represent the hope of “… social change, job creation and  

focuses on two groups of markets:

Mature markets: Australia, Canada, France, Germany, Italy, 

 
grouping of “advanced economies” and “emerging and  

22

the EY global network of knowledge and Strategic Growth Market 

23 

 

Methodology
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22 International  
 Monetary Fund website
23 European Commission website,   

 “Enterprise Surveys,” The World Bank website,  



to help the barometer establish evaluations for measuring 

perception to foster entrepreneurship by enhancing the dialogue 

 

  An international panel of 1,001 entrepreneurs across the  
 

 
 

 

  
barometer was set up by calculating a weighted average of 

weighted scores, divided by the total number of responses 
 

 

Source: The Nice Côte d’Azur 2011 Entrepreneurship Barometer 
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difference by encouraging entrepreneurial activity among those 
with potential and recognizing the contribution of people who 

successful, growing and dynamic businesses, recognizing them 
through regional, national and global awards programs in more 

global impact of entrepreneurs and to honor the positive impact 
they have on their local communities, their countries and the 

EY Strategic Growth Forums are conducted around the world to 

relevant sessions, panel discussions, networking opportunities, 

was held in 2012, and events are planned for Brazil, India, 

With the EY Entrepreneurial Winning Women  program, we 
channel our resources and convening power to help women 
entrepreneurs achieve the full potential they envision for their 

on helping women to start a business, EY’s Entrepreneurial 

Endeavor aims to transform emerging economies and establish 
entrepreneurship as a leading force for sustainable economic 

China, Germany, India, Ireland, Israel, the Netherlands and New 

performance among students who are at risk of failing or not 

backgrounds, the program helps them see the relevance of 
their studies as they learn skills in key subject areas alongside 

business plans for their ideas and compete in classroom, 

After being asked for many years: “What do market leaders do 

the privilege of working with some of the world’s most dynamic 

able to clarify the common challenges and opportunities that 

45



founded as a movement to engage the G20 leaders in the cause 

 
.

 
��Promote the vital role entrepreneurs play in the growth, job 
creation, innovation and competitiveness of nations

�
young people, and provide input for governments by 
recommending and assembling the best proposals within a 

 
their annual summits

�

the entrepreneurial ecosystem from the 20 most important 
economies in the world

�  
of entrepreneurs

his conduction.

G20 Young 
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the youth.

 

activities.

 

and economic decision-makers.

 

 
 

and districts.
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lifetime. We connect to the wider community  

standards and generating resources.

local governments.

 



1   
 
 

2  

3   

  Growing Beyond

Entrepreneurs speak outA call to action for G20 governments 
The Nice Côte d'Azur 2011 Entrepreneurship Barometer Produced for the G20 Young Entrepreneur Summit, October 2011
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Global Markets Leader and  
Global Government & Public Sector Leader

outstanding leaders who team to deliver on our promises to all of our 

EY refers to the global organization, and may refer to one or more, of the 
member firms of Ernst & Young Global Limited, each of which is a separate 

EY’s worldwide Strategic Growth Markets Network is dedicated to serving 

we’ve helped many of the world’s most dynamic and ambitious companies 
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