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1. EXECUTIVE SUMMARY
In 2015, in an collaborative effort, a group of
Paraguayan organizations from the private
sector, public sector and academia started
with the development of an ecosystem for
entrepreneurship in Paraguay. These initial
steps were catalyzed via multisectorial platforms such as INCUPAR or Karaku Emprendedor to measure the performance of the
Paraguayan entrepreneurship ecosystem and
to benchmark the country’s entrepreneurial
conditions vis-a-vis other countries. Several
private, public and academic stakeholders joined the effort and secured support from the
Inter-American Development Bank to undertake the initial steps in the development of an
interconnected Paraguayan entrepreneurship
ecosystem. Several other stakeholders soon
joined in the efforts to adopt systemic approaches, all significantly supported by multilateral organizations and the private sector, with
growing interest from the Government.
In 2018 the participating organizations reached out and welcomed practitioners from
various countries such as Colombia, Chile, Argentina and Peru, who came to Paraguay to
share their experiences in building an ecosystem for entrepreneurship. Later on, Paraguayan organizations also conducted site-visits
to learn about successful experiences abroad.
In this way, the Paraguayan ecosystem for entrepreneurship started building bridges to a
growing regional network of ecosystem professionals and entrepreneur-support organizations. In Paraguay, entrepreneurship stakeholders and support organizations united
under the “Karaku Emprendedor” umbrella
association. Karaku, as it is commonly referred
to, seeks to strengthen the entrepreneurship

4

2019/2020 | GEM Report on Paraguay

and innovation ecosystem via collaboration
among its members, with long-term vision.
While Paraguay has a history of entrepreneurial spirit in general, there are still important
limitations to starting, developing and innovating among businesses at the micro and macro levels. Earlier studies on entrepreneurship
indicate that micro entrepreneurs, which make
up 96% of all businesses in Paraguay, are still
facing a series of challenges including a high
level of bureaucracy to start and operate businesses, lack of financing options and limited
levels of entrepreneurial education (chapter
2). To better understand the current entrepreneurial environment in Paraguay, members of
Karaku Emprendedor decided to join for the
first time to the survey of the Global Entrepreneurship Monitor (GEM). The GEM survey
confirms most of the challenges in the entrepreneurial environment which holds Paraguay
in the lower rankings of the National Entrepreneurial Context Index and in most Entrepreneurial Framework Conditions (chapter 3).
However, the increased attention to entrepreneurship has resulted in a series of coordinated initiatives to improve the entrepreneurship
conditions by public, private and academic
actors, (chapter 4). Government-led initiatives comprise a range of activities including
the creation of the National Entrepreneurship Directorate (DINAEM) at the Ministry of
Industry and Commerce, and the launch of
various institutions and programs to support
and finance innovation and entrepreneurship
initiatives. Together, government, private and
academic stakeholders have also successfully
launched initiatives to improve the regulatory

framework for small businesses. Furthermore, Paraguay has rapidly developed a country-wide network of 25 business incubators
for start-ups and micro enterprises in which
the academic sector plays an important role
(chapter 5). And finally, the stakeholders

have joined forces to gather information and
undertake studies on entrepreneurship and
business incubation in collaboration with international organizations such as the Global
Entrepreneurship Research Association.

2. ENTREPRENEURSHIP IN PARAGUAY
Basic characteristics of business and entrepreneurship
Paraguay is an upper-middle income country with a GDP per capita of US$ 5821 and a
highly unequal income distribution, as indicated by a GINI index of 48.8 in 2018 (World
Bank, 2020). Commerce represents the largest sector in terms of the number of companies, employment and revenue generation,
followed by services and a minor contribution of industry.

As in most economies, the economic structure
in Paraguay is strongly dependent on 216,288
micro and small sized enterprises with up to
10 employees, which make up 98% of all companies and represent 63% of employment1.
In the commerce sector, micro and small sized enterprises make up as much as 99% of
all companies and represent 77% of employment. At the same time, this group only generates 24% of total private sector revenues.

Table 1: Key data on the private sector in Paraguay

SOURCE: DGEEC, 2011.
Micro and small sized enterprises 1 to 10 employees; Medium sized enterprises 11 to 50 employees; large enterprises more than 50 employees,
according to 2011 National Economic Census of DGEEC, this is a previous stratification to the 2012 MSMEs Law .
1
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Table 2. Characteristics of Micro and Small Enterprises in Paraguay

SOURCE: DGEEC, 2011 & 2016

Key challenges for entrepreneurs
Entrepreneurs in Paraguay face a series of
challenges when starting, sustaining and expanding their business. A recent study among
entrepreneurs, micro, small and medium business reveals a number of key barriers to successful business development (ASEPY, 2019).
In general, Paraguayan entrepreneurs indicate
that they understand their field of business
and that they know how to sell. However, pro-
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SOURCE: ASEPY, 2019

businesses, 71% are self-employed entrepreneurs without employees. Most of these do
not have access to external finance and do
not have a bank account (DGEEC, 2011).

perly registering a business can take as long
as 45 business days in Paraguay, representing
one of the highest time frames in the region,
as well as one of the most expensive processes. The entrepreneurs consider bureaucracy
to get permits and to register as one of the
main barriers to cope with when starting or
managing their business venture in Paraguay.

Figure 1. Key obstacles to doing business for Entrepreneurs and MSMEs in Paraguay

The private sector is furthermore characterized by a high level of informality, with 61% of
all micro and small sized enterprises not formally registered. Of all micro and small sized
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On the other hand, there is a lack of regulation
of technology-based startups and businesses,
in areas such as Fintech and Sharing Economy
platforms. This poses major legal and political difficulties and threatens the take-off and
continuity of innovative ventures in Paraguay.

penses often results in cash flow problems
and a lack of proper savings for the necessary
investments to sustain their business. Combined with a culture of late payments or payments in installments by customers this can
often result in bankruptcy.

Entrepreneurs also indicate that they are lacking a series of competencies to start a venture, including a lack of overall entrepreneurial knowledge and capabilities and specific
knowledge of human resource management,
finance and administration and an understanding of fiscal and legal regulations. They
also mention a lack of financial education.
For example, seven out of ten company owners do not separate personal and company
resources. The overspending on personal ex-

Furthermore, limited access to financial resources is one of the key impediments to starting and managing a SME. Less than half of
the companies have access to formal financial institutions. Almost one-third of small and
medium-sized businesses do not have access
to formal or informal financing sources at all,
directly limiting their growth potential. Only
11% has been able to use saved company resources or secure investment by its owners,
and 40% rely on family and friends.

Figure 2. Main source of financing for Small and Medium Business in Paraguay

Figure 3. Key motives that made my business not to prosper

SOURCE: ASEPY, 2019

Regular surveys among credit providers confirm that MSMEs have had more limited access to
bank credits over the last years than large companies (Banco Central de Paraguay, 2018). The
surveys reveal that the main reasons for loan rejection are found in the lack of reliable credit
and financial information provided by MSMEs. This is related to the high levels of informality
and a lack of proper financial management in most MSMEs. Further explanation is found in the
strict requirements for collaterals which are to be based on real estate which most MSMEs do
not have.

3. THE ENTREPRENEURIAL CONDITIONS IN
PARAGUAY

SOURCE: ASEPY, 2019

The study also revealed that 62% of participating MSMEs have experienced bankruptcy in one
of their businesses over the last few years. Unfair competition from large companies and long
payment cycles by clients (from 30 to 120 days) represent important challenges to survive as
an MSME. Over 40% of the business failures were the result of a lack of financial resources and
34% indicates that the business could not generate sufficient profitability to secure an income
for the owners (see graph).
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The entrepreneurial environment in Paraguay, in general, is strongly lagging behind
others, as demonstrated in its latest ranking
at 125 out of 160 countries in the Doing Business study of the World Bank (Krogt & Lopez,
2020; World Bank, 2020). To be able to better
understand the context in which entrepreneurs in a particular country operate, the Global
Entrepreneurship Monitor (GEM) offers a method to analyze the national entrepreneurship
context and conditions. The GEM 2019/2020

Global Report enables to compare the conditions in 50 economies completing the GEM
Adult Population Survey (APS) were joined by
Bulgaria, Paraguay, Thailand and Indonesia in
completing the National Expert Survey (NES),
the list of participating countries its available
in Annex 3.
In 2019, Paraguay has participated for the first
time in the GEM study, with Armenia, Belarus,
Jordan, Montenegro, Oman and Pakistan.
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The GEM methodology
The data collection engine powering GEM research is composed of two complementary
tools - the Adult Population Survey (APS) and
the National Expert Survey (NES).
The social, economic, and political contexts
influence entrepreneurship in a country, and
hence entrepreneurship studies gain significance when they factor these contexts, according to the 2019/2020 GEM Global Report
“(By) The GEM conceptual framework…Entrepreneurial activity is jointly determined by so-

cial values and individual attributes, and creates added value and jobs. But the framework
also accounts for the social, cultural, political
and economic context, which both influences and is influenced by this activity. The two
GEM Surveys — both the APS and the NES —
give substance to the conceptual framework
by identifying those factors that influence
entrepreneurial activity, providing important
policy implications for those policymakers,
practitioners and other stakeholders seeking
to expand levels of entrepreneurship” (sic).

Figure 4. The GEM conceptual framework

As a new member of the GEM, Paraguay participated in the 2019/2020 GEM Global Report
with the NES, participation in the full study
(NES and APS) planned for the next edition.
GEM argues that entrepreneurship dynamics
can be linked to conditions that enhance (or
hinder) new business creation. It identifies
twelve factors that are believed to have a significant impact on entrepreneurship, known
as the Entrepreneurial Framework Conditions.
These conditions represent the key compo-

Table 3. Description Entrepreneurial Framework Conditions
Entrepreneurial Finance: The availability of financial resources—equity and debt—for new and
growing firms including grants and subsidies.
Government Policy I - Support and Relevance:
The extent to which public policies support entrepreneurship as a relevant economic issue.
Government Policy II - Taxes and Bureaucracy:
The extent to which public policies support entrepreneurship in terms of the grade in which taxes
or regulations are either size-neutral or encourage new and SMEs.

SOURCE: 2019/2020 GEM Global Report.

nents of any entrepreneurship ecosystem and
constitute the necessary oxygen of resources, incentives, markets and supporting institutions for the creation and growth of new
firms. The Entrepreneurial Framework Conditions help understanding businesses creation,
growth and dynamics and influence the existence of entrepreneurial opportunities and
capacity and preferences in a particular national context.

Research & Development Transfer: The extent
to which national research and development will
lead to new commercial opportunities available
to SMEs.
Commercial and Professional Infrastructure. The
presence of property rights, commercial, accounting and other legal services that support or promote SMEs.
Entry Regulation I - Market Dynamics: Indicating
the level of change in market regulations from
year to year.

Government Entrepreneurship Programs. The
presence and quality of programs directly assisting SMEs by national, regional, municipal government agencies.

Entry Regulation II - Market Burdens and Regulations: Market Openness related to the extent to
which new firms are free to enter existing markets.

Entrepreneurship Education I - Education at
School: The extent to which training in creating
or managing SMEs- is incorporated in primary
and secondary school level programs.

Physical Infrastructure. Ease of access to physical resources including communication, utilities,
transportation, land or space, at a price that does
not discriminate against SMEs.

Entrepreneurship Education II - Education PostSchool: The extent to which training in creating
or managing SMEs is incorporated in vocational
training and higher education programs.

Social and Cultural Norms: The extent to which
social and cultural norms encourage or allow actions leading to new business methods or activities that can potentially increase personal wealth
and income.
SOURCE: 2019/2020 GEM Global Report.

For detailed information on the GEM methodology please consult at: http://gem-consortium.
ns-client.xyz/about/wiki
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and Social and Cultural norms favourable to
entrepreneurship.

The National Entrepreneurship Context Index
The National Entrepreneurship Context Index
was introduced to the GEM´s Global Report in
2018 as a composite index representing in one
figure the weighted average state of the set of
national conditions. In each country, the specific conditions are identified through a National Expert Survey among a selected group
of national experts from different fields of expertise. The survey is used to collect the views
of experts on a wide range of items, each of
which was designed to capture a different dimension of a specific EFC. In 2019, in Paraguay a group of 30 experts participated in the
National Expert Survey (See Annex 1).

As it can be inferred from the following chart,
Paraguay has the second lowest National Entrepreneurship Context Index in the region.
The index is particularly lower than for countries in the region such as Mexico, Chile, Colombia and Ecuador. When compared with
leading countries, such as The Netherlands
and Switzerland, the differences are even larger. The evaluation of entrepreneurial conditions by the experts confirms the challenges
entrepreneurs find in starting and keeping
their business afloat, as indicated in the studies earlier mentioned.

In line with other studies, the experts agree
that a lack of access to finance represents a
key obstacle to entrepreneurs in Paraguay
compared to other countries. This also ac-

counts for priorities the government gives to
entrepreneurship. The survey also finds that
entrepreneurship education at a basic level and Research and Development transfer
to entrepreneurs are less developed than in
other countries.

Figure 6. Comparison of Entrepreneurial Framework Conditions in Paraguay, Latam and
global average

Figure 5. The National Entrepreneurship Context Index for 11 selected countries

SOURCE: 2019/2020 GEM Global Report.
SOURCE: 2019/2020 GEM Global Report.

The Entrepreneurship Framework Conditions in Paraguay

Entrepreneurial finance

In the following sections, we analyze the different Entrepreneurial Framework Conditions. In
the following table, the scores for Paraguay were compared with the average global scores.
According to the survey, the conditions in Paraguay are closer to the global average where
taxes and bureaucracy, Entrepreneurial education in higher education, Physical infrastructure

In line with other studies in Paraguay, access to finance is a key obstacle to entrepreneurs in
Paraguay. Financing through family, friends and colleagues is the most common source of
finance for Paraguayan MSMEs, and even higher than in most countries in Latin America and
above the global average.

12
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The survey indicates that there is insufficient
availability of regular bank credit, despite
the high level of liquidity in the Paraguayan
banking system. Also, access to government
subsidies to support new firms or the growth
of MSMEs is insufficient. Paraguay has an un-

derdeveloped financial support system, which
also applies to equity finance and business
angels. Alternative financing such as venture
capital, initial public offerings and crowdfunding are the least developed financial resources available in Paraguay.

Research & Development transfer
The lack of access to the national research and
development system by MSMEs in Paraguay
limits their chances to develop new commercial opportunities. There is limited support to
engineers or scientists to commercialize busi-

ness ideas or to transfer knowledge to MSMEs.
The cost of technology is high and there are
limited government subsidies to support the
acquisition of technology or to develop innovative ventures in selected markets.

Government policies and entrepreneurship programs
The experts consider entrepreneurship policies to be a priority of the current national
government. However, there is still limited
policy support at local levels of government,
and new firms are not favoured in public procurement by government policies. Taxes are
not considered a significant burden to new or
growing MSMEs, and business regulations are
seen as predictable and consistent. However,
the time frames and bureaucracy to access
business licenses and permits are identified
among the highest in the region and at the
global level.
The interviewed experts conclude that the
government officials responsible for entrepre-

neurship activities and policies are competent
and effective, and that there is currently a considerable amount of government-supported
programs. Yet, compared to many countries
in the region, there is still a lack of effective
programs and support to business incubators. Businesses have a difficult time finding
support programs due to the many service
desks managed by multiple agencies active
in this sector. To overcome this challenge various government institutions are integrating
entrepreneurship in their programs. This is
effectuated by the incorporation of entrepreneurial skills in government support vocational training programs and the support to incubator programs (chapter 5).

Entrepreneurial education
The lack of promotion of creativity, self-sufficiency and initiative in basic education represents one of the challenges to the development of entrepreneurship in Paraguay. Limited
attention to the basic teaching in market and
entrepreneurship principles has also been
found. In these areas, important lessons can
be learned from the education system in the
leading GEM countries, Netherlands or Switzerland, where self-development and understanding of market principles are well integrated into the learning process.

14
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Consistent with the sector study on incubation, there is some attention to the development of basic entrepreneurial skills in higher
education. While universities in general, vocational and professional education institutions,
pay limited attention to these competencies,
business-oriented higher education institutions do integrate entrepreneurship as part
of the regular academic program. A recent
study on incubators shows that currently, 11
universities offer business skills development
programs or more structured incubation programs (see chapter 5).

Infrastructure
In general, communications and basic utilities
are affordable and available in the short term
in Paraguay, as in most Latin American countries, except for Brazil. The lack of overall access to physical infrastructure does, however,
affect the development of new and growing
firms.

The commercial and legal support structure
in Paraguay represents a challenge for MSMEs
relative to other countries. There is a limited
network of affordable suppliers and consultants to choose from. Finding good legal, accounting and banking services is more difficult
than in other countries. It is not clear whether
the costs of suppliers and consultants are relatively high in Paraguay or whether firms are
not willing to pay for professional services.

Internal market dynamism and entry regulation
The expert panel is positive about the openness to new and growing firms in terms of
market entry and costs. However, the effectiveness of antitrust legislation is still to be improved to support longer term access by new
companies.
Furthermore, the experts indicate that there
is limited dynamism in the Paraguayan consu-

mer and business-to-business markets compared to countries such as Ecuador and Brazil. This implies that markets are characterised
by limited innovation and changes in terms of
buyer and supplier preferences. This results
in limited chances for newcomers to capture part of the market segments and market
niches for new and innovative products and
services.

Cultural and Social Norms
In general, it is found that the national Paraguayan culture supports individual success,
risk-taking, personal initiative, creativity and
innovation. These social and cultural norms in

Paraguay encourage the development of new
businesses or growth of existing businesses in
a similar way as in most Latin American countries in the region.

2019/2020 | GEM Report on Paraguay
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4. MULTI-STAKEHOLDER INITIATIVES TO SUPPORT ENTREPRENEURSHIP
Since 2009, the first actions to support the
Paraguayan entrepreneurial ecosystem began with the creation of the INCUPAR2, which
coordinate actions of more than 25 public
and private institutions for almost a decade,
this organization also led the creation in 2012
of the Entrepreneurial Ecosystem Promoter
Network in Paraguay (RIEEP, for its initials in
Spanish).
Weaknesses in the management of the Association and the very incipient entrepreneurial
culture in Paraguay negatively affected the

impact of these early actions. Despite the difficult entrepreneurship conditions, since 2015
various public and private actors have started
important initiatives and programs to support
entrepreneurship in Paraguay. As a result,
we see that a more dynamic and collaborative ecosystem for entrepreneurship has developed with multi-stakeholder support from
leading government agencies, private sector
entities, civil society actors and several universities.

serves to coordinate entrepreneurial services
offered by the different public professional
training organizations including the National
Professional Promotion Service and the National System of Labor Training (SNPP and
SINAFOCAL, for its acronym in Spanish). CEE
connects entrepreneurs with the necessary
tools, information and support processes to
start new businesses or to grow existing businesses, covering the ideation stage until its
formal entry into the market. CEE is now one
of the main governmental service centers for
entrepreneurs.

The CONACYT (National Council for Science
and Technology) launched the PROINNOVA
(Innovation in Paraguayan Companies Program) with support of the Inter-American
Development Bank in 2019. This program supports and funds innovative and technology-based initiatives with less than 18 months
of operation. Two requests for proposals were
completed in 2019. The most recent call was
geared towards providing financial support to
the creation and start-up of technology-based companies.

In 2019, the Presidency of Paraguay formed
the multi-stakeholder council with the objective of developing a National Innovation
Strategy. The objectives of the Strategy are
to identify and select major national challenges, and develop a road map to solve these
challenges with technology and innovation.
The selected challenges and solutions will be
a key instrument to coordinate public policies
and maximize efforts of improving the innovation ecosystem.

new approaches to address the current challenges of sustainable human development.
The key mission is to accelerate the progress
of the Sustainable Development Goals and
foster multi-stakeholder solutions between
the government, the private sector, academia,
civil society and local communities.

Entrepreneurship initiatives by the government
At government level, the National Entrepreneurship Directorate (DINAEM) of the Ministry of Industry and Commerce started operations in November 2018. During this first
year of operations, the Directorate initiated
partnerships in alliance with other public and
private institutions in the entrepreneurship
ecosystem.
In addition, the restructuring of priorities of
the Investment and Export Network (REDIEX,
for its acronym in Spanish) operated by the
Ministry of Industry and Commerce allows for
international market access opportunities to
entrepreneurs in less traditional sectors, facilitating opportunities for entrepreneurs and
young companies to participate in trade missions abroad, opening new and unpublished
markets for Paraguayan products and services.
2

2019 also marked the first year of operations
for the Centro de Entrenamiento del Emprendedor – CEE (Entrepreneur Training Center).
The Ministry of Labor, Employment and Social
Security launched the center to promote entrepreneurship training and advice across demographic groups and industries. The center

Finally, also in 2019, Paraguay was selected
by the United Nations Development Program
(UNDP) as one of the locations to open an
Acceleration Lab. The Acceleration Lab seeks

These public sector initiatives joined Innovandopy, one of the most traditional startup
support programs in the country, developed
by the Ministry of ICT since 2015 in order to
identify innovative technological ideas and
promote the development of technology-based projects in Paraguay.

Paraguayan Association of Business Incubators and Technology Parks.

16
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Entrepreneurship initiatives by multi-stakeholders
Karaku Emprendedor was an initiative launched by Koga Impact Lab in alliance with
IADB Lab in 2017, with the support of government, private and academic actors active in
entrepreneurship. Karaku is set up to exchange experiences in supporting entrepreneurship at the national and international levels,
and to coordinate initiatives that promote and
support the entrepreneurship and innovation
ecosystem in Paraguay. Since 2018 Karaku has
organized various exchange visits with similar
ecosystems in Argentina, Chile, Colombia and
Peru. As one of the results, Karaku supported
the launch of an online Entrepreneur Portal
which allows organizations and citizens in general to find and share information regarding
organizations and resources available for entrepreneurs in Paraguay www.portalemprendedor.org.py.

A summary of these initiatives developed by Koga Impact Lab in late 2018 can be seen below:
Figure 7. Timeline of initiatives for entrepreneurs 2014 - 2018

SOURCE: Koga, 2018

From the beginning of the decade of 2010, various public and private competences for the
development of entrepreneurship began to develop regularly, including access to seed capital,
technical assistance and other types of support.

As a milestone in the development of the
entrepreneurial ecosystem, the Paraguayan
Entrepreneurs Association (ASEPY for its
acronym in Spanish) emerged in 2017 as an
association whose main mission is to promote
and defend entrepreneurship with more than
3,000 associates currently and influencing
various initiatives for the sector.
Another important step for the ecosystem
ecosystem was the creation in late 2018, The
Paraguay´s Angel Investment Network (www.
inversionangel.co) as an initiative by its 28
founding members and supported by Koga
Impact Lab and the Innovation Laboratory of
the Inter-American Development Bank (IDB
Lab), with the aim of energizing the entrepreneurial ecosystem in Paraguay and facilitating
access to financing for projects that seek to

18
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grow and expand their operations, positively
impacting the local economy.
DINAEM and ASEPY have championed the
reform a set of laws and regulations in support of entrepreneurship to the Paraguayan
National Congress. The greatest achievement
in 2019 was probably the approval of a new
law that simplifies the establishment set up of
new companies: Ley de la Empresa por Acciones Simplificadas. This Law will allow the
rapid, simple, digital and free opening of new
companies. This will give a great boost to the
creation of new companies and their rapid
formalization allowing for an improvement in
the overall country’s business climate.
The introduction of a new tax regime for
MSMEs is another regulatory breakthrough

2019/2020 | GEM Report on Paraguay
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that will modernize the regulatory framework for small and medium sized companies (Ley de
Régimen Simplificado de PYMES). The law will simplify small scale business operations and
encourage the level of formalization. With these reforms, the government aims to promote
entrepreneurship and give MSMEs more opportunities via a fairer tax system.

Figure 8: Incubator programs in Paraguay in 2018

5. A GROWING ECOSYSTEM FOR BUSINESS
INCUBATION
Next to the set-up of various institutions and
regulations that support overall entrepreneurship training and support, Paraguay has seen
a fast development of a thriving business incubator sector over the last few years. The sector-wide study of the Paraguayan incubator
sector has found that it has rapidly grown to
twenty five business incubators in 2018 (Krogt et all., 2019) considering the previous study
carried out by CONACYT in 2017. This number
is a considerable achievement given the small
size of the Paraguayan economy and compared with other developing countries such as
Italy (24), Slovakia (32), Belgium (33), Czech
Republic (52), Spain (109) or the United Kingdom (300) (Krogt & Lopez, 2020).
The incubator sector is highly heterogeneous
and includes eleven universities, five private
sector companies, four public institutions, and
four NGOs. A majority of eighteen business in-

cubators operate programs in the capital city
of Asuncion and seven incubators offer programs in smaller cities. Most business incubators support entrepreneurs that seek to set
up innovative and scalable start-ups. Other
incubators focus more on assisting with the
set-up of micro-enterprises by self-employed
entrepreneurs that operate out of necessity.
The business incubators offer a combination
of pre-incubation, incubation and accelerator programs. In 2018, twenty two business
incubators supported pre-incubation programs that contribute to the generation of
entrepreneurial skills and business ideas. Nine
business incubation programs assisted entrepreneurs to convert their business ideas into
actual operational businesses. Four programs
supported the acceleration of start-up businesses in terms of employment and revenues.

SOURCE: Krogt et all., 2019

The incubator programs in Paraguay have
been able to support 2,728 business ideas and
plans in 2018. This includes 1,530 ideas for micro enterprises and 1,202 business plans for
start-ups.
Almost 950 micro ventures and more than 50
start-ups have been incubated and launched.
The number of incubated companies is considerable when comparing with other countries
such as the United Kingdom and Spain with
respectively 12,000 and 1,783 incubated companies in 2018 (Krogt & Lopez, 2020). This re-

presents a conversion rate of business ideas
developed into implemented businesses of
36%. Although few data exist on the conversion rate, this percentage appears to be high
when compared to findings in other countries
(Krogt & Lopez, 2020).
The business acceleration sector is still in an
initial phase but has been able to support the
scaling up of more than 200 micro ventures
nationally and 33 start-ups with greater potential in the international market.

Table 4: Output business incubator programs in Paraguay in 2018

SOURCE: Krogt et all., 2019
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Business incubator services
Most incubator programs offer a package of
services that include training in entrepreneurial skills, the development of business models
and plans and marketing advice. To ensure
more successful incubation, the incubators
need to strengthen mentoring in finance, human resources and provide co-working spaces. At the acceleration level, it is essential
to enhance networking with investors and to
promote the internationalization of ventures.
While access to financing can be one of the
key support mechanisms of incubation programs, few programs offer seed capital as a
standard feature for participating entrepre-

neurs. A limited number of incubators support the identification of seed capital, state
subsidies or bank loans. This coincides with
the fact that access to finance is a major challenge identified by incubators in Paraguay.
While the incubator ecosystem in Paraguay
has produced the first results in terms of the
number of incubated ventures, it is important
to consolidate incubated ventures to secure
longer-term impact in terms of economic value creation, innovation and employment. It is
also important to expand programs outside
the capital city to secure a broader access to
incubator services.

Table 5: Services offered by business incubator programs in Paraguay in 2018

The sector is to identify and apply key performance indicators to assess the socio-economic impact of incubated and accelerated ventures. Continuous monitoring of key impact
indicators is crucial to understand the real impact of the incubation programs and to promote entrepreneurship and generate support
from other stakeholders in Paraguay.
In this early stage of development of the incubator ecosystem, public funding represents

a vital condition to support the recruitment
and training corps of experienced professional mentors and to fund the development of
hubs and co-working spaces. This will stimulate private sector actors to make seed capital available for incubation-stage ventures in
the early years. This is to be complemented
with the development of angel investment networks and bank loans designed for early-stage ventures and acceleration-stage ventures.

6. THE GEM TEAM IN PARAGUAY
The GEM study and report on Paraguay represents an initiative of Karaku Emprendedor, an
organization aggregating entrepreneur-support organizations from the public, private and civil sectors. (www.karaku.org). Karaku Emprendedor seeks to strengthen the Ecosystem for
Entrepreneurship and Innovation in Paraguay to achieve a more competitive, sustainable and
diversified economy in the long term.
The key partner institutions of Karaku Emprendedor that elaborated the first GEM study are:

http://asepy.org/

https://www.genglobal.org/

https://koga.com.py/en/home/

http://www.mic.gov.py/

http://www.upa.edu.py

https://medium.com/@einnovapy

SOURCE: Krogt et all., 2019
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The following professionals make up the GEM Team Paraguay:
Augustinus Van der Krogt has a Ph.D. in Economics and Econometrics is Dean
Faculty of Business Sciences of the Universidad Paraguayo Alemana and Director of Changing Values International Director. He is an expert in internationalisation, social and digital entrepreneurship and leadership and management.
Carolina Luzardi has a Bachelor of Arts in Marketing and is the Innovation and
Specialist at the Presidential Delivery Unit of Paraguay. She is an expert in Innovation and entrepreneurship.

Cecilia López is an engineer and is a research assistant at the Universidad
Paraguayo Alemana and focusing on studies on entrepreneurship and fintech.

Cristian Sosa is a social entrepreneur and Executive Director of ASEPY, Coordinator of Karaku Entrepreneur. He has expertise in social innovation, systems
thinking, leadership and management.

Cristina Fernández has a Master of Arts in International Trade and Investment
Policy and is Vice President for Policy & Research at the Global Entrepreneurship Network. She is an expert in the role of government in entrepreneurship
ecosystems.
Edgar Colmán, is a Commercial Engineer and first National Director of Entrepreneurship at the Ministry of Industry and Commerce of Paraguay. He has
experience as an entrepreneur and management of civil organizations.

Juan Paredes Romero is economist and Director of Development and Innovation at the Ministry of Industry and Commerce of Paraguay. Key areas of
expertise are found in data analysis, econometrics and entrepreneurship support.
Marta del Castillo has a Master of Business Administration from the IE Business School in Spain and post-graduate studies in Social Entrepreneurship
at Stanford University in the USA. She is currently Chief Executive Officer at
KOGA Impact Lab. Social and Business Development are her key areas of expertise.
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ANNEX 1: LIST OF EXPERTS PARTICIPATING
IN THE GEM SURVEY

ANNEX 2. SELECTED DATA ON ENTREPRENEURIAL FRAMEWORK CONDITIONS

Table A1-1.1 NES participants

In the following tables the answers and scores for each Entrepreneurial Framework Condition
in Paraguay are compared with a selected number of countries in Latin America, with the regional average, and with the average global scores.
Table A2-1.1 Entrepreneurial Finance

SOURCE: 2019/2020 GEM Global Report.

Table A2-1.2 Entrepreneurial Finance

Note: The names and participating institutions are written in their native language (Spanish).
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Table A2-2.1 Government Policy I - Support and Relevance

Table A2-4.1 Government Entrepreneurship Programs

SOURCE: 2019/2020 GEM Global Report.

Table A2-3.1 Government Policy II - Taxes and Bureaucracy

SOURCE: 2019/2020 GEM Global Report.

Table A2-5.1 Entrepreneurship Education I - Education at School

SOURCE: 2019/2020 GEM Global Report.

SOURCE: 2019/2020 GEM Global Report.
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Table A2-6.1 Entrepreneurship Education II - Education Post-School

SOURCE: 2019/2020 GEM Global Report.

Table A2-7.1 Research & Development Transfer

Table A2-8.1 Commercial and Professional Infrastructure

SOURCE: 2019/2020 GEM Global Report.

Table A2-9.1 Entry Regulation I - Market Dynamics

SOURCE: 2019/2020 GEM Global Report.

SOURCE: 2019/2020 GEM Global Report.
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Table A2-10.1 Entry Regulation II - Market Burdens and Regulations

Table A2-12.1 Cultural and Social Norms

SOURCE: 2019/2020 GEM Global Report.
SOURCE: 2019/2020 GEM Global Report.

Table A2-11.1 Physical Infrastructure

Table A2-13.1 National Entrepreneurship Context Index (NECI) and its 12 components: average scores for 8 economies

SOURCE: 2019/2020 GEM Global Report.
SOURCE: 2019/2020 GEM Global Report.
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Table A2-13.2 National Entrepreneurship Context Index (NECI) and its 12 components: average scores for 8 economies

ANNEX 3. LIST OF COUNTRIES PARTICIPATING IN THE 2019/2020 GEM GLOBAL REPORT
Table A3-1.1 Economies in the 2019/2020 GEM Global Report, by region and income level

SOURCE: 2019/2020 GEM Global Report.

SOURCE: 2019/2020 GEM Global Report.
Note: (*) Participants only in the NES survey.
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