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HOW CAN CROWDFUNDING PROMOTE ENTREPRENEURSHIP AND INNOVATION

INTRODUCTION

Traditional banks, of the world, have very demanding credit allocation policies, and few companies, people, or projects can fit their minimum "risk" indicators and obtain the optimal scores to access and achieve the allocation. of a credit quota. The foregoing highlights the great deficiencies that the process of financial and banking intermediation (specifically), can generate in the economy and in the growth and development of a country.

The general objective of this work is to characterize Crowdfunding as a platform to promote entrepreneurship, innovation, and the transformation of the traditional banking sector in Colombia. At a more specific level, the work aims to identify the characteristics and potential of Crowdfunding in order to understand what this model consists of and its applicability in the current business context, cases of Crowdfunding in Colombia and Latin America are explored and finally, an attempt is made to warn of the possible challenges that traditional banking would face given the appearance of Crowdfunding.

The restrictions and barriers to access bank credit in different countries worldwide, the development of the internet and social networks, have facilitated the creation of innovative tools such as Crowdfunding, which emerges as a financing alternative that takes advantage of the collective strength of groups. of people, using technology, to meet the financing needs of actors who need access to credit and cannot access it using traditional financing methods. In addition to providing financing or capital, Crowdfunding is also a viable investment option. 

Crowdfunding as a vehicle to promote innovation and a financing alternative for entrepreneurship

An etymological approach to the term innovation, comes from the Latin innovare, bringing the meaning closer to the concept of renewing. On the other hand, the Dictionary of the Royal Spanish Academy defines innovation as "the creation and modification of a product and its introduction on the market".

More technically, innovation is defined as the "transformation of an idea into a new or improved salable product, into an operational process in industry and commerce or into a new method of social service" 

Innovation can be considered as the commercial application of an idea, in such a way that new or improved products, processes, or services are originated, allowing the generation of business benefits. Just as vital as innovation is the dissemination and commercialization that allow the idea generated to be useful.

The 2005 Oslo manual maintains that innovation is the implementation of a significantly improved new product, process or service, but then expands on it by indicating that innovation is also a new method of marketing, a new method of organization for business practice. or a new form of external relationships.

It is understood that innovation occurs only when the product, process, service, etc., has a commercial, productive or social impact, that is, when the idea or invention exceeds its scientific or technological scope and fulfills its potential, transforming in some way its economic, social, environmental, cultural or political environment. Ultimately, innovation must generate value for the client and the company: good ideas that do not generate value may reflect high creativity, but they are not innovation.

Types of innovation

According to the degree of innovation:

Incremental innovation: Small changes aimed at increasing the functionality and provision of the product or service, without substantially modifying its usefulness. An example is a creative imitation, the purpose of which is to improve it technically or functionally from an existing good, service, or process and thus give it a new projection towards the market or a new utility.

Radical innovation: It supposes a rupture with what was previously established in the company, being innovations that give rise to new products, designs, technologies, uses, or organizational forms, which are the result of a natural evolution of the already existing ones, that is to say fundamentally new.

Depending on the nature of the innovation:

Technological innovation: In this case, it is the technology itself that serves as a means to introduce a change in the company, through the industrial application of scientific or technological knowledge.

Commercial innovation: It occurs when any of the marketing variables that influence the launch of a new product or service change. For example new means of sales promotion, new combinations of aesthetics - functionality, new distribution systems, or new forms of marketing.

Organizational innovation: The change is oriented toward the organization under which the company's productive and commercial activity is carried out, enabling greater access to knowledge and better use of material and financial resources.

Innovative entrepreneurship as a driver of business growth

entrepreneurship concept

An enterprise is carried out by a person who is called an entrepreneur. The word entrepreneur has its origin in the French entrepreneur (pioneer), and initially, it was used to name those who embarked on the adventure of traveling to the New World, just as Columbus had done, without having any certainty. 

about what they would find there. Precisely this ingredient of acting under uncertainty is the main characteristic that distinguishes an entrepreneur today and, although the term is especially associated with those who start a commercial company, it can also be related to any person who decides to carry out a project, even if it does not have economic purposes.

The difference between the entrepreneur and the common individual is established by his attitude. An entrepreneur is a person with the ability to create, carry out ideas, generate goods and services, take risks, and face problems. 

He is an individual who knows not only how to “look” at his surroundings, but also how to “see” and discover the opportunities that are hidden within him.

He has his own initiative and knows how to create the structure he needs to undertake his project, he communicates and generates communication networks, he has the ability to convene; even, if necessary, he knows how to form a work group and begins to carry out his task without hesitation, nor let himself be overcome by fear.

Being an entrepreneur means being able to create something new or to give a different use to something that already exists, and in this way generate an impact on his own life and on that of the community in which he lives.

In turn, this individual not only comes up with ideas but is also flexible enough to be able to adapt them and possesses the necessary creativity to transform every event, be it positive or negative, into an opportunity. 

The entrepreneur has a special spirit. He has high self-esteem, is self-confident, and possesses a high need for achievement. He works hard, is efficient, and gives himself the opportunity to think differently. 

He is a positive individual, not only for himself, but he generates a positive environment around him and this environment favors him to achieve the goals he sets for himself. This is a point to highlight since the entrepreneur does not think of his project in a limited way, but always has a vision of the future.
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Innovative Entrepreneurship
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Innovative ventures are understood as those business projects that present sustained growth above the growth of the national economy, reach sales of over one million dollars in a period of fewer than four years and their operating returns exceed 10% and do not decrease over time.

The projects of innovative entrepreneurs manage to generate, in a short time, what many other ventures do not achieve in several decades, since these initiatives achieve high levels of profitability, facilitating reinvestment in their future and promoting a growth path.

Innovative ventures have other characteristics: the way in which these initiatives quickly incorporate innovation (developing it, acquiring it, or licensing it) and change the rules of the game in their markets. In addition, it is normal for them to see a multidisciplinary work team, with quality jobs, that mark out their suppliers, comply with their taxes to the State, and stand out for the way they do business and their creativity.

Creativity is an essential input in the development of innovative ventures, since they allow, at a given moment, to address a problem in a different way or take advantage of an opportunity in a special way. Likewise, it is a permanent component over time through the development and transformation of ideas, because even once a company is up and running, the creativity of its people and the materialization of new ideas into products are also essential. or improvements.

Indicators for Colombia in science, technology, and innovation

Colombia's lag in science, technology, and innovation compared to benchmark economies is evident, and is reflected in the country's results in various indicators related to human capital, financing channels, and scientific and innovative development.

This lag in Colombia has constituted a barrier to the productive transformation of the country. It is a limitation that, historically, has slowed down the process of modernization and diversification of the national productive structure and its exportable supply. 

Investment in research and development in Colombia was, in 2012, only 0.17% of GDP, compared to figures close to or greater than 0.5% in Chile, Mexico, and Argentina, and more than 1% in Brazil and Argentina. Spain. 

Of these investments, the private sector in Colombia contributed around 40%, while in South Korea and Israel, said participation exceeded 75% (Fedesarrollo, 2014).

Investment in research and development increased, between 2002 and 2012, from 0.12% to only 0.17%, with a share of the private sector that oscillated, during the period, in a range, without a clear trend, between 30% and 50% of the total.

How can policies support innovative entrepreneurs?

The main policy challenges seem to be related to the deepest structural features of the environment favorable to innovative entrepreneurship, which not only include laws and institutions but also infrastructure endowments or the quantity and quality of human capital. The identification of the factors that favor entrepreneurship is complex due to the intricate interactions and interdependencies between the different aspects of the environment that favors innovation. These aspects include the clarity and reliability of legal rights (including intellectual property rights) and judicial processes, the quality of disclosure reporting and accounting standards, regulations and policies (including those that promote competition) that affect industry and commerce, the quality of human capital (education and skills), and programs and policies that promote or support development business.

This complexity is also due to the fact that both the innovation of the entrepreneurs and its possible determinants could be affected by common factors and therefore determined jointly. For example, the contractual environment of an economy can affect both innovation and access to credit (World Bank)
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The business plan: what it is and what it is for
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The business plan is a document that identifies, describes, and analyzes a business opportunity, examines its technical, economic, and financial feasibility, and develops all the procedures and strategies necessary to convert said opportunity into a specific business project. 

The business plan is a fundamental instrument in the corporate analysis of a new business opportunity, a diversification plan, an internationalization project, the acquisition of a company or an external business unit, or even the launch of a new product or service.

The business plan is a document, written in a clear, precise, and simple way, the result of a planning process.

This business plan serves to guide a business because it shows everything from the objectives to be achieved to the daily activities that will be carried out to achieve them. What this document seeks is to combine form and content. 

Form refers to the structure, wording and illustration, how attention-grabbing, how “friendly”; content refers to the plan as an investment proposal, the quality of the idea, the financial information, the analysis, and the market opportunity.

––––––––
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A Business Plan is a business-oriented strategic planning document. It must contain in detail the vision and mission of what the entrepreneur or producer wants to do.

It is also a cover letter for potential investors or to obtain financing. The business plan must transmit to all the agents that are involved or intend to be linked to the business during a coming period between 3 to 5 years, the steps that must be followed to achieve


From the internal point of view, the business plan serves to:






On the other hand, the financial or external function of the business plan is aimed at:
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