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Social entrepreneurship in the Adriatic—Ionian countries:

Policy background and entreprencurial ecosystems development”

Francesco Savoia ® Federica Bandini ¢ Daniela Preite ¢

February 2024

Abstract

While the significant role of social entrepreneurship in driving sustainable development is widely
acknowledged, its recognition and growth across European countries is highly uneven, especially in the
Adriatic-Ionian macro-region. In such circumstances, the notable disparities in institutional and
business environments pose challenges to bridging the gaps, requiring an assessment of how these
environments are evolving and under what conditions. This chapter provides an overview of the policy
framework for social entrepreneurship and the factors that may hinder or support social and traditional
entrepreneurial activity in this macro-region. To this end, our research explores how the level of
entrepreneurial ecosystems and the underlying dynamics of the single components have evolved over
time, identifying strengths and weaknesses within countries. Using Global Entrepreneurship Index
(GEI) data, the evidence indicates divergence in the overall level of development of the entrepreneurial
ecosystems, with improvements in Slovenia and Italy and constant or declining trends in the Balkan
countries. The major issues for the latter concerns unstable institutions and a low propensity to take
entrepreneurial risks. This is in sharp contrast with their strengths: start-up skills and a high propensity
and capacity to enter global markets. The study contributes to the broad policy debate on social
entrepreneurship development and offers insights for future research on this topic. Its findings have
implications for the sustainable and inclusive growth of the Adrion area, especially considering the
ongoing migration flows in the EU.
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1. Introduction

Over the past decade, the growing number of asylum seekers and refugees has contributed significantly
to increasing the overall share of immigrants in Europe (OECD and EU, 2018, 2019), leading to new
social and economic concerns and political and policy challenges. Given its implications, international
migration has become a priority on international agendas, characterising the modern open society
(Kourtit and Nijkamp, 2011; Massey et al., 1993).

In this context, the role of the social economy in providing innovative and concrete opportunities for
vulnerable people is central to European Union (EU) policy making. Social enterprises, aligned with
EU policies, exemplify an 'economy that works for people', providing services and working toward the
social and economic integration of disadvantaged groups, among other objectives. The interest in
boosting the social economy is driven by a broader expected contribution to both sustainability and
inclusiveness.” In this respect, the United Nations recognises the outstanding role of social
entrepreneurship as a driver of sustainable development and of the 2030 Agenda by fostering inclusive
employment growth, addressing social inequalities, and facing up to major social and environmental
issues (United Nations, 2018, 12).°

The social economy has been revealed as a crucial response to the emergence of the refugee and
migrant crises, offering practical solutions to common needs such as language learning, social inclusion,
education, temporary housing, basic healthcare, and psychological assistance (Harima and Freudenberg,
2020). Especially during the Covid-19 pandemic, social enterprises delivered essential social services
complementing the efforts of member states (European Commission, 2021).

Despite the growing effort of the EU countries to support and boost the social and solidarity economy,
recognition and growth across European countries is highly uneven, especially in the Adriatic—Ionian
macro-region (often, and henceforward, referred to as Adrion). In addition, definitional and practical
obstacles are still present, with growing concerns over designing and implementing specific policies that
vary considerably across countries (OECD, 2020). These issues are gaining relevance within the
ongoing political debate on the inclusion of asylum seekers, refugees and migrants in the EU.

The Adrion region includes both EU and non-EU countries involved in various stages of the EU
enlargement process, with different approaches towards the social economy. The peculiarity of this

context is also determined by the high heterogeneity across and within these countries, where political,

> The European Commission launched an Action Plan for Social Economy in December 2021 and, jointly with the OECD,
a Global Action ‘Promoting Social and Solidarity Economy Ecosystems’ (https://www.oecd.org/cfe/leed/social-

economy/oecd-global-action/). For other specific actions within the framework of EU policy, see the Social Business

Initiative (SBI), and the Employment and Social Innovation (EaSI) programme.

¢ The social economy contributes to the implementation of the UN Sustainable Development Goals (SDGs) by addressing a
wide range of societal challenges, including the social and economic integration of vulnerable people, environmental
sustainability, responsible consumption and production, and the promotion of equal opportunities and civic participation
(European Commission, 2020; OECD and EU, 2017).
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cultural and socioeconomic features are concerned, representing an interesting yet overlooked area of
research. For these reasons, countries in this area are involved in many cooperation programmes and
institutional initiatives that foster convergence in policies and practices.” Given the recent international
migration dynamics and the rapid evolution of European policies for the social economy, it is relevant
to analyse how structural characteristics that may stimulate this process are evolving in this area.
Making use of the existing evidence and of information collected from partners in the Refugees’
Economic Integration through Social Entrepreneurship (REInSER) project, this paper discusses the
relevance of social entrepreneurship and the existing policy framework in this region, providing an
overview of its coherence with the EU framework.® In addition, using data from the Global
Entrepreneurship and Development Institute from 2006 to 2019, our research explores how the level
of the region’s entreprencurial ecosystems, measured by the Global Entrepreneurship Index (GEI), has
evolved over time, investigating the specific conditions that hinder or support entrepreneurial activities.
The comparative overview provided by this research indicates that, despite the variety of approaches
and legislative frameworks, there is growing recognition of the importance of social entrepreneurship.
Evidence from the GEI reveals that Adrion countries are experiencing a widening of the gap in the
overall level of development of their entrepreneurial ecosystems, with improvements in Slovenia and
Italy and constant or declining trends in the Balkan countries. The major issue in this area concerns
unstable institutions and a low propensity to take entrepreneurial risks, driving the low performance.
The study is organised as follows. The following section introduces social business and its crucial role
in future development prospects. Section 3 elaborates on the legislative framework in Adrion countries,
illustrating the state of the art and some critical emerging issues. Section 4 illustrates how the
characteristics of the entrepreneurial ecosystems have evolved over time. The concluding section
summarises and discusses the findings, providing policy recommendations and implications for future

research.

2. The role of the social economy and social entrepreneurship in sustainable
development

The social and solidarity economy comprises a variety of organisations pursuing activities in a wide
range of sectors and with different business and organisational models but sharing the same mission
and values. Typically, this sector encompasses both for-profit and non-profit entities driven by

common solidaristic, democratic and inclusive principles, such as cooperatives, social enterprises,

7 In the past few years, the Balkans have also acquired new political relevance in the aftermath of the migration dynamics
along the so-called Balkan Route, cooperating with the EU in security and migration management.

8 The interregional REInSER project dealt with the integration of refugees through social entreprenecurship. The main
project goal was to improve refugees’ economic and social integration into the hosting societies of the European
transnational ADRION programme area by exploiting social economy and social entrepreneurship approaches.



associations, foundations and mutual benefit societies.” Among these, social enterprises represent the
most recent legal entity understood as part of the social economy and characterised by a more
developed entrepreneurial approach. Following the EU operational definition, social enterprises denote
those entities whose primary purpose is to respond to social and environmental problems through

business activities and inclusive governance. Specifically, a social enterprise is identified as:

an operator in the social economy whose main objective is to have a social impact rather than
make a profit for [its] owners or shareholders. It operates by providing goods and services for
the market in an entrepreneurial and innovative fashion and uses its profits primarily to achieve
social objectives. It is managed in an open and responsible manner and, in particular, involves
employees, consumers and stakeholders affected by its commercial activities. (European

Commission, 2011, 2)

As an inclusive and sustainable form of business, social enterprises play a significant role in future
development prospects.

Here we report some recent outcomes from developed countries. The results from the SEFORIS
project on social enterprises revealed revenues exceeding €6 billion, provision of services and products
to about 871 million beneficiaries, job creation for about half a million people (especially for those with
disabilities or migrant backgrounds), and job placements for around 5.5 million people (Huysentruyt et
al., 2016; Huysentruyt and Ute, 2017)." As if this is not impressive enough, social enterprises represent
one of the largest inclusive job creation areas in European countries (European Commission, 2012) and
have also displayed remarkable resilience in terms of employment generation and protection during
periods of economic crisis. Between 2008 and 2014, in Italy, Belgium and France, employment in social
enterprises grew, respectively, at a rate of 20%, 12%, and 0.8%, while employment in mainstream or
private enterprises decreased (OECD and EU, 2017).

Promoting social entrepreneurship and a social economy — in recognition of their role in creating
sustainable development models of production, finance and consumption — constitutes a prominent
feature of the political agenda at every level of governance, including that of international organisations,
financial institutions and NGOs. Prominent among those promoting social entrepreneurship are the
UN, the OECD, the International Cooperative Alliance and the African Development Bank, among

others. Because of their nature, these entities have an outstanding role as a driver of the 2030 Agenda

° These principles refer to solidarity and mutuality, democratic and participatory governance, the primacy of people over
capital, the combination of the individual and general interest, and the reinvestment of financial surplus into services to
members or society (OECD, 2020).

10 The survey was conducted in 2015 within the international research project SEFORIS. It surveyed more than 1000 social
enterprises in seven EU countries (Germany, Hungary, Portugal, Romania, Spain, Sweden, and the UK), as well as in China
and Russia.



for Sustainable Development by fostering inclusive employment growth, addressing social inequalities
and facing up to major social and environmental issues (United Nations, 2018, 12)."

International migration flows, which constitute an ongoing and pressing social and political issue
affecting the EU-wide area, present challenges and opportunities at various levels. On the one hand,
migration raises questions about handling unexpected flows while providing services and support for
social and economic integration. On the other hand, it also creates opportunities for local development
and meets the labour market needs of hosting countries, matching the demand for skills and fostering
entrepreneurship. However, it is important to note that, despite the remarkable potential of social
economy entities in addressing these concerns, the Adrion countries have diverging reception and
integration systems, mainly thanks to their EU membership and Schengen status, as well as differing
levels of institutional and legal recognition of the social economy. This peculiarity clearly undermines
the potential of social economy entities and poses challenges for the overall management of these
flows.

In this context, the strategic partnership of the (now closed) REInSER project endeavoured to find a
sustainable solution to the urgent issue of refugees and asylum seckers by enhancing the institutional
capacity of public administrations and key stakeholders and favouring networking and knowledge
transfer about transnational as well as cross-sectional cooperation among key stakeholders. The long-
term policy objective of the project was to enhance the possibilities for migrants to become active
economic actors and agents of their integration in the hosting society, with an expected contribution to
local and regional sustainable economic development by generating employment and supporting the
creation of new social and responsible businesses."

The rationale behind an approach focused on the enhancement of institutional capacity, local
innovation systems and networking, with a general emphasis on improving the social and institutional
environment for entrepreneurship, is well-supported by theoretical and empirical evidence in the
academic literature (for comprehensive reviews, see Urbano et al., 2019; Bjornskov and Foss, 2016).
Creating the right policy and legal framework remains a complementary challenge for a variety of
reasons including, for example, the wide sectoral diversity and typology of legal forms, as emphasised in

the recent Action Plan for the Social Economy (European Commission, 2021).

3. The policy and legal framework for social entrepreneurship

11 On this point, enterprises surveyed by the European Social Enterprise Monitor (ESEM) focused particularly on Goal 3:
good health and wellbeing (51%), Goal 10: reduced inequalities (51%), Goal 8: decent work and economic growth (49%),
Goal 12: responsible consumption and production (44%), Goal 4: quality education (41%), Goal 17: partnerships for the
goals (39%), and Goal 11: sustainable cities and communities (38%). For additional details, see the ESEM report (Dupain et
al., 2021).

12 See Appendix A for further details about REInSER and the European ADRION programme.



The Adrion area includes EU member states (Croatia, Greece, Italy, Slovenia) and EU candidate
countries (Albania, Bosnia-Herzegovina, Montenegro, Serbia) at the crossroads between the
Mediterranean and Eastern Europe and represents a strategic area for the processes of Europeanisation
and European integration (Belloni, 2020)."

What do we know about the policy and legal framework for social entrepreneurship in these countries?
Generally, the social economy sector seems characterised by a wide diversity and rapid ongoing changes
in the Adrion countries. Recent evidence from the comprehensive comparative analysis carried out by
Borzaga et al. on social enterprises in European and neighbouring countries reveals, not surprisingly, a
“colourful picture” characterised by “different traditions, a variety of public policies, diverse legal and
institutional frameworks” (Borzaga et al., 2020).

Based on the existing evidence and the information collected from REInSER project partners, we have
structured a summary of the main characteristics of the Adrion countries. Table 1 presents a
comparative overview of the policy and institutional background, focusing on the degree of acceptance
of social enterprises (SEs), the existence of a legal definition in relation to the EU operational
definition, countries’ national policies, and the existence of a specific fiscal framework.

Looking at the first aspect, the degree of acceptance of the social enterprise concept varies significantly
across countries, ranging from an ‘emerging acceptance’ (Albania and Bosnia-Herzegovina) to ‘large
recognition’ and ‘full political and legal acceptance’ (Italy). Acceptance seems to depend on the
relevance of the phenomenon and the existence of similar concepts. It is worth noting that a further
distinction relates to the coexistence of political and legal acceptance and a weak level of self-
recognition from the same businesses (as in the case of Croatia, Slovenia and Serbia).

Where the existence of legal definitions in line with the EU operational definition is concerned, the
comparison shows a close match in Italy, Slovenia and Croatia, while partly matching in Greece but
completely missing in the remaining countries. This is not surprising as, for the national policy
framework too, EU member countries (Croatia, Greece, Italy and Slovenia) have implemented specific
policies, although with different degrees of development, driven by the European policies for social
economy. No specific policy is reported for each candidate country, even if a growing recognition of
the importance of social entrepreneurship clearly emerges in many policy documents.

Finally, fiscal measures vary across countries, and the framework is rather complex, as benefits may be
granted based on the legal forms adopted or on operational activities. The nature of social enterprises
means that, in all the countries we studied, they may be able to exploit some fiscal benefits existing for
other social organisations. Nevertheless, Italy and Greece have introduced distinct measures for social
enterprises, especially in the form of tax exemptions on retained profits (for additional information on

this point, see Borzaga et al., 2020, 91).

13 See Appendix A for further details about the geographical area and the main EU policy initiatives.



Table 1: Social entrepreneurship in the Adrion countries: policy and institutional background

INSTITUTIONAL LEGAL NATIONAL FISCAL
ACCEPTANCE/LEGAL | DEFINITION OF POLICIES FRAMEWORK
RECOGNITION SOCIAL
ENTERPRISES
ALBANIA Emerging acceptance Law on Social No specific policy No fiscal benefits
Enterprises (65/2016)
limits SEs to non-profit
organisations, specific
sectors, and 30% of
marginalised employees

BOSNIA- Emerging acceptance No official definition No specific policy No fiscal benefits

HERZEGOVINA

CROATIA Politically and legally The Strategy for Social | Strategy for Civil Society |No fiscal benefits
accepted but narrow Entrepreneurship Development 2012-2016
understanding and weak Development (2015) and Strategy for Social
self-recognition provides a definition of | Entrepreneurship

SEs that closely matches | Development 2015
that of the EU (except
for some minor aspects)

GREECE Challenged by other In Law on Social and Strategic Pact for the Specific fiscal
concepts such as social Solidarity Economy Development of Social | benefits for social
economy, and social and (4430/2016) the Entrepreneurship (2013) | enterprises
solidarity economy definition of social and

solidarity economy largely
resembles the EU
definition

ITALY Politically and legally Closely matches the EU | Italy Social Economy Specific fiscal
accepted and large self- operational definition 2022 (Ministry of benefits for social
recognition (Law on Social Economic Development) | enterprises

Cooperatives 381/1991; | Incentives for companies
Legislative Dectee on to spread and strengthen
SEs 155/2006; the social economy
Reform of the Third (Ministerial decree 3 July
Sector and SE 106/2016) |2015)

MONTENEGRO | Challenged by other No official definition No specific policy No fiscal benefits
concepts, such as corporate
social responsibility, social
entrepreneurship and social
innovation

SERBIA Politically and legally No official definition No specific policy No fiscal benefits
accepted but narrow
understanding and weak
self-recognition

SLOVENIA Politically and legally Matches the EU Strategy for Social No fiscal benefits

accepted but narrow
understanding and weak
self-recognition

definition (Act on Social
Entrepreneurship 2018)

Entrepreneurship 2013—
2016

Strategy for the
Development of Social
Economy 2019-2029
(under development)

Sources: The table’s contents are mainly based on the European Commission’s comparative synthesis report (Borzaga, 2020)
and the country reports and country fiches from the European Union study ‘Social enterprises and their ecosystems in
Europe’, available at https://euticse.cu/en/social-enterprises-and-theit-ecosystems-in-europe-mapping-study/. Additional
information retrieved from REInSER comparative repotts, available at https://reinset.adtioninterreg.eu/library.

To conclude, it is worth pointing out that this region is extremely varied in several respects, alongside

the diversity of legal frameworks and experiences in the social economy sector. Beyond their wide
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socioeconomic disparities and recent histories marked by ethnic and political tensions that persist, these
countries hold different EU membership and Schengen statuses. These differences have significant
practical implications for transnational cooperation activities, particularly in the context of managing
migrant and asylum seeker flows. On this issue, the lack of a strategy for integration, possibly stemming
from limited knowledge of the migration flows, and the lack of awareness about potential growth
opportunities, may affect ongoing transnational cooperation programmes and the macro-regional EU
strategy for the Adriatic-Ionian Region (EUSAIR), potentially hindering the process of socioeconomic

convergence.

4. The variety of structural conditions in the Adrion area: evidence from GEI data

Economic, cultural and institutional conditions are crucial for the development of countries’
entrepreneurial activities and economic growth. In this respect, the European Commission is deeply
committed to creating a conducive environment and to levelling up disparities across member states.
This holds especially for the social and solidarity economy sector, as it contributes significantly to
inclusive and sustainable growth. However, the level of its diffusion remains unbalanced across
European countries, especially in the Adrion region.

This section provides an overview of the overall health and development of entrepreneurship
ecosystems in the Adrion countries. Using data from the GEI, we analyse the conditions and structural
factors potentially hindering or enabling social and traditional entrepreneurial activity in these countries
and how the former have evolved over recent years. Evidence is based on data available from GEI
reports and datasets, aggregated in the form of an unbalanced panel running the period 2006-2019."
This composite index considers both individual and institutional conditions related to the micro- and
macro-level aspects of entreprencurship, aggregated along three main dimensions indicating
entrepreneurial attitudes, abilities and aspirations. As we explore in further detail below, the indicator
takes into account several measures: cultural and institutional factors, economic and financial
characteristics, human capital, technology and infrastructure aspects.

Figure 1 displays the level of development of the entrepreneurial ecosystems in 137 countries measured
by the GEI in 2019. Looking at the last available data for the index, two key facts emerge. First, the

overall distribution displays significant variance, with about 78 points separating the top-performing

14 The assembled country dataset used in this chapter is available upon request.

15 The index aims to measure the quality and dynamics of entrepreneurship ecosystems at the national level, elaborating
individual data surveys and macro data from a variety of international sources including the World Bank, Transparency
International, the World Economic Forum, UNESCO and the Global Entreprencurship Monitor (GEM). For further
details, see the GEI report 2019 (Acs et al., 2020). A regional version for the EU countries (REDI) is also available, but
uniquely for 2013 (Szetb et al., 2013). Since its introduction, the GEI has gone through many smaller changes and in 2016 it
was extensively reviewed and renewed. Further details ate available at http://thegedi.org/global-entrepreneurship-and-
development-index/.
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and bottom-performing countries. Second, the Mediterranean and Balkan areas are positioned in the
middle to lower tiers of the global ranking, while there is a small cluster of countries scoring high
percentages in all the pillars constituting the GEIL: the USA, Canada, Australia and the northern
European countries.

Figure 1: Global Entrepreneurship Index 2019

GEI index .
880 47,80 8680

- o5
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Notes: Light grey indicates countries with no data.

Sonrce: Authors’ elaboration on GEI data.

How do Adrion countries rank globally in terms of entrepreneurial ecosystem development? Slovenia
stands out among the top countries, ranking 23rd out of 137, placing in the first quintile with a GEI of
506.5. Italy falls into the second quintile with a score around ten points lower (45.1), followed by Croatia
(36.1) and Greece (35.4). The remaining countries score below the global average (34): Montenegro
(31.8), Serbia (28.6), Albania (22.5), and Bosnia-Herzegovina (19.5)."

If we look more closely at our area of interest, Figure 2 further confirms a remarkable gap when
restricting the comparison to Europe as a whole. Generally, Adrion countries all score below the
threshold of the European average (50.7), except for Slovenia. In this case, in 2019 the difference
between the minimum and maximum values expressing the level of development of the entrepreneurial

ecosystem was about 62 points, with Eastern Furopean and Mediterranean countries lagging well

behind.

16 To look at the full global ranking, see the GEI report 2019 (Acs et al., 2020, 19).



Figure 2: Global Entrepreneurship Index 2019 in European countries

GEI index ]
19,50 50,85 82,20

Source: Authors’ elaboration on GEI data.

To look at how Adrion countries have evolved over time, we plot in Figure 3 the GEI trends for 2006—
2019. A remarkable overall gap between the top and bottom countries is immediately apparent.
Although this disparity was gradually reduced from 2008—09 onwards, the recent available data indicate
a consistently widening gap. Three out of the eight countries showed an increase (Slovenia, Italy and

Serbia), while the others remained stable or experienced a decrease (as in the case of Albania).

Figure 3: Global Entrepreneurship Index in the Adrion countries, 2006-2019

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2018 2019

e ALBANIA e CROATIA GREECE
e [TALY e MONTENEGRO e SERBIA
e SLOVENIA e BOSNIA-HERZEGOVINA

Source: Authors’ elaboration on GEI data.
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It is worth noting that, while the level of development of the business and entrepreneurial ecosystem in
Italy falls significantly below that of the top countries and even below the EU average, the index has
shown a notable increase in recent years. In 2019, Italy was among the top ten countries globally in
terms of the biggest gains in GEI score, indicating promising signs of catching up with the best-

performing European nations.
4.1 Is the GEI driven by specific factors?

The GEI is conceived as constituted by 14 pillars along three main dimensions (the sub-indexes).
According to Acs et al. (2014, 3), country-level entrepreneurship is defined as “the dynamic,
institutionally embedded interaction between entrepreneurial attitudes, entrepreneurial abilities, and
entrepreneurial aspirations by individuals, which drives the allocation of resources through the creation
and operation of new ventures”. Using this definition, a multi-level index is built based on individual
and institutional variables, pillars, sub-indexes and the composite GEI itself. The sub-indexes,
expressing entrepreneurial attitudes, abilities and aspirations, contain different pillars, “which can be
interpreted as the quasi-independent building blocks of this entrepreneurship index” (Acs et al., 2014,
26)."

The following graphical evidence illustrates how the Adrion countries perform in each pillar
constituting the composite GEI, allowing for an assessment of specific strengths and weaknesses over
time. Radar graphs compare the 14 pillars at two data points: the first year available and 2019. In these
graphs, each variable is plotted along a spoke-like axis. The distance of each data point from the centre
of the graph represents the value or magnitude of the corresponding variable, with points closer to the
centre indicating lower values. Countries are grouped based on their common characteristics and
overall performance.

The first fact emerging from Figure 4 is that Slovenia is a stand-alone case for remarkable scores in
different pillars embodied in all the entrepreneurial dimensions (or sub-indexes). Looking at its
evolution from 2006 (left-hand graph) to 2019 (right-hand graph), one can note that Slovenia has
enhanced its start-up skills, technology absorption and internationalisation, reaching the highest scores
(equal to 1), while significant progress has also been achieved in process innovation. The measure of
‘risk capital’ remains relatively unchanged, which is a matter of concern, because the availability of risk
capital is crucial for meeting growth aspirations. Overall, when considering the aggregation of pillars
within the main dimensions, we can conclude that the entrepreneurial ecosystem thrives as a result of

positive individual attitudes to entrepreneurship and favourable institutional embedding (start-up skills

17 Generally, entreprenecurial attitudes refer to how a country thinks about entrepreneurship; abilities refer to skills, while the
third dimension refers to entreprencurial aspirations. Appendix B reports the full structure of the index (Table B1) with
additional details on the three main entrepreneurial dimensions (or sub-indexes). It also offers a comparison between the
Adtion countries and other European countries (Figure B1).

11



and risk acceptance); aspirations and expectations expressed through high levels of internationalisation
and process innovation; and capabilities in terms of technology absorption.

Looking at the other EU member countries (Croatia, Greece and Italy), it becomes apparent that they
are somewhat behind Slovenia. Overall, the development of entrepreneurial ecosystems in these
countries is not harmonious, as they are characterised by various weaknesses in crucial structural

conditions and specific areas with high levels of development.

Figure 4: GEI pillars in 2006 and 2019

e STOVENIA e SLOVENIA
Opportunity Perception Opportunity Perception
1
Risk Capital 0; Startup Skills Risk Capital 0.9 Startup Skills

0,38
0,7
0,6
0,5
04

Internationalization Risk Acceptance Internationalization Risk Acceptance

High Growth Networking High Growth Networking
Process Innovation Cultural Support Process Innovation Cultural Support
Product Innovation Opportunity Startup Product Innovation Opportunity Startup
Competition Technology Absorption Competition Technology Absorption
Human Capital Human Capital
CROATIA GREECE e ITALY CROATIA GREECE s ITALY
Opportunity Perception Opportunity Perception
. . 1 < .
Risk Capital 0,9 Startup Skills Risk Capital 09 Startup Skills
0,8 0,8
L 0,7 . L 0,7 .
Internationalization 056 Risk Acceptance Internationalization 0,6 Risk Acceptance
05 )
0,4
High Growth Networking High Growth Networking
Process Innovation Cultural Support Process Innovation Cultural Support
Product Innovation Opportunity Startup Product Innovation Opportunity Startup
Competition Technology Absorption Competition Technology Absorption
Human Capital Human Capital

Source: Authors’ elaboration on GEI data.

When examining Italy's country profile, it stands out in the domain of entreprenecurial aspirations,
showing significant advances in internationalisation, product innovation and process innovation — far
exceeding the European average. This indicates that the country’s entrepreneurs exhibit a strong
inclination to enter global markets and confirms its vocation for international expansion with high
levels of innovation in both products and processes. Furthermore, Italy reveals a distinctive strength in
its technology absorption capacity, which has increased significantly above the European average.

When comparing data, a significant reduction in risk acceptance is also apparent. This pillar reflects the

12



willingness of individuals to take the risk of starting a business (the individual component) and the
presence of unstable institutions (the institutional component). The major weakness concerns
entrepreneurs’ human capital, as measured by levels of education, training in business and ability to
move in the labour market.

In the case of Greece, it is notable that the overall decreasing trend in the GEI is driven by very low
levels in pillars such as opportunity perception and risk acceptance — reflecting entrepreneurial attitudes
— and high growth — reflecting entrepreneurial aspirations. When comparing the variations between
2006 and 2019, these pillars have undergone considerable downward movement, and can therefore be
considered critical areas needing structural interventions. However, an exceptional upward increase
reaching the maximum value for start-up skills, a measure revealing adequate skills of individuals and
quality of education, should be noted as specific strengths of this country. The entrepreneurial abilities
dimension, including the four pillars from opportunity start-up to competition, remains a balanced area
with moderate increases in all pillars, although still below the European average.

Croatia exhibits a similar trend in the overall evaluation of variables that express the quality of its
entrepreneurial environment. In this case as well, the overall GEI is influenced by specific
underdeveloped factors, such as the product innovation, human capital and risk acceptance pillars.
These significant weaknesses reflect limitations in expanding internationally in terms of product
innovation, followed by the poor quality of entrepreneurs in terms of education and training. More
importantly, the low inclination to take risks when starting a business, coupled with unstable
institutions, poses significant challenges for new entrepreneurship. When comparing changes between
2006 and 2019, we observe moderate shifts across different pillars. Notably, there is a remarkable
increase in the internationalisation pillar, indicating an increased entrepreneurial interest in entering
global markets with valuable ideas. Interestingly, Croatia aligns with the EU average in terms of
entrepreneurial aspirations, especially concerning the ability to expand internationally through process
innovation and the availability of risk capital.

Figure 5 compares the 14 pillars for the remaining two groups of countries, with the left-hand graph
showing data for the first year and the right-hand graph displaying data for 2019. These nations are
characterised by a similar pattern in the evolution of indicators over time and exhibit very low levels of
entrepreneurial development. Note that the panel dataset is unbalanced. Data for these countries are as
follows: Bosnia-Herzegovina (2008-2019), Montenegro (2010-2019), Serbia (2007-2019), Albania
(2014-2019).

However, when examining data for Montenegro and Serbia, it becomes evident that, despite their poor
overall performance, these countries do have the skills necessary to start a business, coupled with the
quality of tertiary education (measured by the start-up skills pillar). Importantly, it is worth noting that

this crucial factor seems to be an inherent feature of these countries, as indicated by their high scores,
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which aligns with the European average in the initial year and even surpasses it in 2019. In the case of
Montenegro, this is accompanied by high aspirations to enter global markets with valuable ideas
(internationalisation) and ability in networking. Data for Serbia confirm that the country is undergoing a
general growth process, with positive variations over time across almost all pillars, except for capacity
in technology absorption, which is significantly reduced.

This comparative overview concludes with Albania and Bosnia-Herzegovina, both characterised by
very low levels of entrepreneurial ecosystem development. Looking at the evolution over time of the
data, it is apparent that these ecosystems are still in their early stages and demonstrate an overall
decrease in most pillars. However, there are some promising signs regarding the levels of start-up skills

and technology absorption in Albania and in internationalisation and technology absorption in Bosnia."®

Figure 5: GEI pillars in 2008 and 2019

e MONTENEGRO e SERBIA e MONTENEGRO e SERBIA
Opportunity Perception Opportunity Perception
R 1 .
Risk Capital 09 Startup Skills Risk Capital 0’(1) Startup Skills

0,8
Internationalization Risk Acceptance Internationalization 8‘2 Risk Acceptance
0,5
High Growth Networking High Growth Networking
Process Innovation Cultural Support Process Innovation Cultural Support
Product Innovation Opportunity Startup Product Innovation Opportunity Startup
Competition Technology Absorption Competition Technology Absorption
Human Capital Human Capital
e ALBANIA e BOSNIA-HERZEGOVINA e ALBANIA e BOSNIA-HERZEGOVINA
Opportunity Perception Opportunity Perception
Risk Capital 0 ; Startup Skills Risk Capital 0 ; Startup Skills
0,8 0,8
Internationalization Risk Acceptance Internationalization 8’(7) Risk Acceptance
High Growth Networking High Growth Networking
Process Innovation Cultural Support Process Innovation Cultural Support
Product Innovation Opportunity Startup Product Innovation Opportunity Startup
Competition Technology Absorption Competition Technology Absorption
Human Capital Human Capital

Notes: Authors’ elaboration on GEI data.

18 Note that for Albania individual information to construct the GEI pillars are not directly available from the GEM Adult
Population Survey. The individual variable method of calculation therefore employed data from neighbouring and similar
countries, in this case, the average of Macedonia and Bosnia for 2016 and 2017, respectively. See Bonyadi & Sarreshtehdari
(2021) for a recent critical review of this estimation method.
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4.1.1  Summing up

Table 2 presents the strongest and weakest areas for each country, using minimum and maximum
values, along with the percentage of the individual and institutional components of the GEI for the
most recent available year. Three key findings emerge from this analysis.

First, the Adrion countries share common strengths in the domain of entrepreneurial attitudes,
revealing adequate start-up skills coupled by the quality of tertiary education (referred to as ‘start-up
skills’), and in the domain of entrepreneurial aspirations, showing a high propensity and capacity to
enter global markets with valuable ideas (referred to as ‘internationalisation’).

Second, Slovenia stands out as a distinctive case, demonstrating substantial improvements in
technology absorption capacity, internationalisation and start-up skills.

Third, the low willingness to take the risk of starting a business and the presence of unstable
institutions (referred to as ‘risk acceptance’) emerge as major challenges in the Adrion countries. Risk
aversion also represents a significant weakness in Greece, Croatia and Serbia, where scores are very low.
Italy and Slovenia are exceptions, showing medium and high scores, respectively. Addressing this issue

should be considered a critical priority, albeit one that requires long-run structural interventions.

Table 2: Strengths and weaknesses of the Adrion countries in 2019

STRONGEST AREA WEAKEST AREA INDIVIDUAL INSTITUTIONAL
SCORE SCORE

ALBANIA Start-up skills Risk acceptance 57% 38%
BOSNIA- Internationalisation Risk acceptance 58% 33%
HERZEGOVINA
CROATIA Internationalisation Product innovation 60% 47%
GREECE Start-up skills High growth 56% 59%
ITALY Internationalisation Human capital 58% 62%
MONTENEGRO | Start-up skills Risk acceptance 66% 45%
SERBIA Start-up skills Internationalisation 57% 43%
SLOVENIA Start-up skills Risk capital 65% 66%

Technology absorption

Internationalisation

Notes: Data for individual and institutional components refer to the GEI for 2018.

Finally, it is worth emphasising that the underdeveloped entrepreneurial ecosystems in Albania and
Bosnia-Herzegovina are primarily attributed to deficiencies in the institutional component. Their low
institutional scores (38% and 33%, respectively) reflect the quality of the institutions supporting
entrepreneurship.” These low scores can be seen as a key factor contributing to the overall low
performance of these countries and represent a significant barrier to entrepreneurship. To further
support this argument, recent research on the Italian case investigated the effect of the quality of

institutions on the employment dynamics of social enterprises over time, confirming the crucial role of

19 The individual score measures the entrepreneurial quality of the people in the ecosystem.
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institutions and emphasising the importance of regional-level analysis (Savoia et al., 2023). The regional
version of the GEI, the Regional Entrepreneurship and Development Index (REDI), further
emphasises the importance of sub-national analysis. Unfortunately, available data only cover the year
2013, but confirm that country-level analyses may obscure striking internal disparities. For example, this
is evident in Italy's historical north—south divide and in the gap between the capital region, Attiki, and
the rest of Greece (Szerb et al., 2013, 52).

5. Conclusions

Economic, cultural and institutional factors play a pivotal role in fostering entrepreneurial activities and
driving economic growth within nations. In this respect, EU policy making is committed to levelling
disparities across member states and creating an environment conducive to entrepreneurship, especially
in the social and solidarity economy. This strategic policy objective holds particular relevance for
several reasons.

The social economy constitutes a prominent feature of the political agenda for its significant role in
driving sustainable development by fostering inclusive employment growth, addressing inequalities,
promoting equal opportunities and civic participation, and facing up to major environmental and social
issues. Thanks to their intrinsic nature, social economy entities also display remarkable resilience in
terms of employment protection during economic crisis, representing one of the largest inclusive job
creation areas in European countries. Furthermore, the social economy has been instrumental in
addressing the needs of refugees and migrants, especially during the Covid-19 pandemic, by offering
essential services.

These features are all gaining importance as the level of recognition and diffusion of social enterprises
remains unbalanced across European countries, especially in the Adrion region. In this respect, we
emphasise the need to investigate the evolution of the disparities in the institutional and business
environments and the underlying dynamics of the single components of the ecosystems.

In this chapter, we have focused on the Adriatic—Ionian macro-region, an interesting yet overlooked
area of research, investigating its unique diversity in relation to the development of entrepreneurial
ecosystems. After discussing the importance of the social economy, we have provided an overview of
the policy background for social entrepreneurship, indicating encouraging signs of acceptance of this
concept and alignment with the European framework. Using a composite measure expressing the
overall health and development of entrepreneurship ecosystems (i.e. the Global Entrepreneurship
Index), we have concentrated on changes in the main index and in the individual and institutional
factors that allow entrepreneurship to thrive, thereby exploring how the level of the Adrion countries’

entrepreneurial ecosystems has evolved over time and which factors are driving these trends.
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The following key findings have emerged from the foregoing analysis. Overall, the notable structural
disparities affecting the Adrion countries are heavily influencing their positions in the global and
European rankings. In this context, Slovenia represents an exception, being positioned above the global
and European average and following the best performers, while recent evidence for Italy indicates
promising signs that it is catching up with the best-performing FEuropean nations. In terms of a
comparative analysis of specific factors, the Adrion countries share common strengths in the domains
of entrepreneurial attitudes and entrepreneurial aspirations, revealing adequate start-up skills and good
quality tertiary education and showing a high propensity and capacity to enter global markets with
valuable ideas. Slovenia again stands out as a distinctive case, demonstrating substantial improvements
in technology absorption capacity and internationalisation, as well as start-up skills. Finally, a low
willingness to take the risk of starting a business and the presence of unstable institutions (referred to as
‘risk acceptance’) have emerged as major challenges in these countries. Addressing this issue should be
considered a critical priority, although it requires long-run structural interventions.

Our study contributes to the broad debate on the development of entrepreneurship and the business
environment. While it has adopted a descriptive approach, it provides initial comparative evidence for
an overlooked area, offering some insights for further quantitative analysis along two primary research
trajectories. First, it encourages firm-level studies investigating the effects of such factors on the
creation and growth of entrepreneurial activities, distinguishing between for-profit and non-profit
entrepreneurship. Second, it advocates an increased focus on geographical analysis, promoting a greater
awareness of regional-level dynamics within countries. Entrepreneurial ecosystems are intricate
socioeconomic structures that evolve over time. Understanding their functioning necessitates a close
examination of how various actors operate within local ecosystems and how local institutions shape the
rules. In our case, this calls for a deeper investigation of structural aspects at disaggregated level,
especially in broader contexts like Italy and Greece. This nuanced approach is crucial for
comprehending local phenomena and designing effective territorial development policies that can

foster entrepreneurship and economic growth.
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Appendix A

The Adriatic—Ionian macro-region (Adrion) includes both EU countries and candidate members and
has been targeted by different EU policy initiatives because of its strategic importance in the processes
of Europeanisation and European integration. Among these, the EU Strategy for the Adriatic and
Ionian Region (EUSAIR) is a macro-regional strategy and constitutes the most significant recent effort
to bridge the gap between the EU and the Western Balkans in terms of economic and infrastructural
development and environmental protection (Belloni, 2020);*" the Adrion programme (known as
ADRION to distinguish it from the Adrion region) is a European transnational programme that invests
in regional innovation systems, cultural and natural heritage, environmental resilience, sustainable
transport and mobility, and capacity building.”'

ADRION brings together eight countries in the Adriatic and Ionian region, four EU countries (Croatia,
Greece, Italy, Slovenia) and four candidate countries (Albania, Bosnia and Herzegovina, Montenegro,
Serbia), and aims to act as a policy driver and governance innovator. The geographical area of each
country covers its national territory except for Italy, where the programme area covers 12 regions and

two provinces (see Figure Al).

Figure Al: Regional disaggregation of the Adrion countries, EU and non-EU cooperation area
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Source: https:/ /www.adtioninterreg.eu/index.php/about-program/cooperation-area/.

The sub-programme 2014-2020 INTERREG VB Adriatic—Ionian, including the REInSER project (see
below), has a budget of €118 million funded by the European Regional Development Fund, and is

structured to:

20 Official web page available at https://www.adriatic-ionian.eu/.
21 Official web page available at https://www.adtionintetreg.cu/.
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— enhance capacity for integrated transport and mobility services and multimodality in the Adriatic—
Tonian area;

— enhance the capacity in transnationally tackling environmental vulnerability, fragmentation and the
safeguarding of ecosystem services in the Adriatic—Ionian area;

— facilitate the coordination and implementation of EUSAIR by enhancing the institutional capacity
of public administrations and key stakeholders and by assisting the progress of implementation of
joint priorities;

— promote the sustainable valorisation and preservation of natural and cultural heritage as growth
assets in the Adriatic—Ionian area;

— support the development of a regional innovation system for the Adriatic—Ionian area.

The Refugees’ Economic Integration through Social Entrepreneurship project (REInSER) involved six
Adrion countries (Bosnia and Herzegovina, Croatia, Greece, Italy, Serbia and Slovenia) and brought
together eight partners from academia, business support organisations and local authorities, gathering a
variety of expertise, knowledge and skills. This strategic partnership strove to find a sustainable solution
to the pressing issue of refugees and asylum seekers. The main project goal was to improve the latter’s
economic and, consequently, broader integration process in hosting societies of the ADRION initiative

by exploiting social economy and social entrepreneurship approaches.”

22 Official web pages available at https://keep.eu/projects /25271 /Refugees-Economic-Integrati-EN/ and
https://scienzeaziendali.unibo.it/en/reseatch/research-projects/european-projects/intetreg-adrion-refugees-economic-
integration-through-social-entrepreneurship-reinser.
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Appendix B

Figure B1: GEI and sub-indexes compared to the European average in 2019
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Notes: Data for Europe include the EU 27 plus Switzerland, Iceland, the UK, Ukraine, North Macedonia, Norway, Albania, Bosnia-
Herzegovina, Montenegro and Serbia.

Table B1 illustrates the full structure of the Global Entrepreneurship Index (GEI). This composite
index considers both individual and institutional conditions related to the micro- and macro-level
aspects of entrepreneurship that constitute ‘pillars’, aggregated along three main dimensions indicating
entrepreneurial attitudes, abilities and aspirations (‘sub-indexes’).

Entrepreneurial attitudes reflect individuals’ perspectives on entrepreneurship, encompassing aspects
such as recognising opportunities, possessing start-up skills, evaluating risk, fostering networks and the
cultural encouragement of entrepreneurial endeavours. Institutional embedding, on the other hand, is
expressed through factors such as property rights, economic freedom, educational quality, a country’s
risk profile, connectivity potential and the prevalence of corruption.

Entrepreneurial abilities involve key attributes of an entrepreneur that influence the growth potential of
new start-ups. These attributes include the entrepreneur’s motivation, whether driven by opportunity or
necessity, the potential technology intensity of the start-up, the level of education, the level of market
competition, and the digital readiness of the start-up. These individual factors align with corresponding
institutional factors, such as taxation and government efficiency, technology absorption capacity, labour
market flexibility and workforce training, as well as the power of influential business groups and the

effectiveness of anti-monopoly regulations.
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Finally, entrepreneurial aspiration pertains to the unique characteristics associated with entrepreneurial
endeavours. It encompasses individual and institutional factors related to innovation in products and
processes, including technology transfer, the utilisation of scientific research capabilities, ambitious
growth expectations, the accessibility of venture capital, strategic proficiency in finance and strategy,
international expansion and the presence of risk financing.

For the sources and a full description of the pillars, individual variables and institutional indicators,

refer to the GEI report 2019 (Acs et al., 2020, 28-39).

Table B1: The structure of the Global Entreprencurship Index

SUB-INDEXES  PILLARS INDIVIDUAL AND INSTITUTIONAL VARIABLES
OPPORTUNITY OPPORTUNITY RECOGNITION
PERCEPTION FREEDOM (ECONOMIC FREEDOM*PROPERTY
RIGHTS)
START-UP SKILLS SKILL PERCEPTION
EDUCATION (TERTIARY EDUCATION*QUALITY
ATTITUDES OF EDUCATION)
SUB-INDEX RISK ACCEPTANCE RISK PERCEPTION
COUNTRY RISK
v NETWORKING KNOW ENTREPRENEURS
i AGGLOMERATION
A (URBANIZATION*INFRASTUCTURE)
4 CULTURAL SUPPORT CAREER STATUS
= CORRUPTION
% OPPORTUNITY START-UP | OPPORTUNITY MOTIVVATION
% GOVERNANCE (TAXATION*GOOD
m GOVERNANCE)
% TECHNOLOGY TECHNOLOGY LEVEL
&  ABILITIES ABSORPTION TECHNOLOGY ABSORPTION
= SUB-INDEX HUMAN CAPITAL EDUCATIONAL LEVEL
g'f LABOR MARKET (STAFF TRAINING*LABOUR
7 FREEDOM)
M COMPETITION COMPETITORS
i COMPETITIVENESS (MARKET
/m DOMINANCE*REGULATION)
S PRODUCT INNOVATION NEW PRODUCT
©) TECH TRANSFER
NEW TECHNOLOGY
PROCESS INNOVATION SCIENCE (GERD*(AVERAGE QUALITY OF

SCIENTIFICAL INSTITUTIONS
+AVAILABILITY OF SCIENTISTS AND
ASPIRATION ENGINEERS))

SUB-INDEX GAZELLE

HIGH GROWTH FINANCE AND STRATEGY (VENTURE
CAPITAL*BUSINESS SOPHISTICATION)
INTERNATIONALIZATION | EXPORT

ECONOMIC COMPLEXITY

RISK CAPITAL INFORMAL INVESTMENT

DEPTH OF CAPITAL MARKET

Notes: Individual variables are in italics and institutional ones in roman type.

Source: Reproduced from Acs et al. (2020).
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