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Entrepreneurship, Design and Public Policies in Chile and
Ecuador. Product Innovation and the Transcendence of
Public Policies. This joint interdisciplinary effort, carried out
between the Program in Design and the Department of
Jurisprudence, seeks to illustrate a phenomenon that has
undergone adaptations in two countries that share a reality
in MSME development.
The book covers business as a phenomenon that, having
different terminologies, has found in the discipline of Design
a social character with transformative purposes. Here,
the authors analyze Design and how it transforms and
applies knowledge in a visionary way when considering the
environment with its determining reality. Throughout the
book, this concept’s analysis is shown to be an Ecuadorian
and Chilean problem related to lack of and the need for
employment - as a characteristic of entrepreneurship -,
which limits entrepreneurship.
Along the way, this volume demonstrates the importance
of State collaboration in the development of Micro, Small
and Medium Enterprises (MSMES), through public policies
that strengthen different types of innovation using Design
management. According to the studies and organizational
analyses presented in this work, two-thirds of world
employment is concentrated in MSMEs. This is the case
in developing countries such as Ecuador, and as such, the
ingenuity and creativity of entrepreneurs must be exploited
as occurs in Chile: focusing on Design as a project-related
discipline and a manager of change.
The review of Design methodologies contained in this
volume allows us to visualize models that can generate
innovation and differentiation by providing new conceptual
spaces with strategic management that positively contribute
13

to the company’s innovation system. The authors analyze
Design as a rising value, a strategic element that creates
profitability in a company. Design demonstrates attributes
and languages that describe the object with other innovation
variables: Usability, satisfaction and user experience are
linked to manufacturing technology, resulting in new
opportunities for MSMEs within the productive sector.
This book thus represents a great contribution to the field of
Design and Legal Science as disciplines in constant change
and evolution.
Claudia Mora
Director of the FADA Pontificia Universidad Católica del Ecuador
Program in Design
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EPIGRAPHS
“Everything is interrelated, and it is difficult to expect that there
will be a progressive design policy if there is not a preexisting
progressive will on part of the entire society.”
Ricard (1986)1
“Both designers and business people have their own ways of
doing things, particular processes and procedures for solving
problems and achieving results.”
Holston (2011, p. 11)2
“Investment in industrial design can have implications
for enterprise performance, including value-added,
competitiveness, business growth and job creation. Moreover,
according to Swann (2010) investment in design may mitigate
(induce) negative (positive) externalities and overcome other
market failures such as information asymmetries. This explains
why countries are putting in place a number of policy measures
to support industrial design and encourage design investment,
ranging from financial support to taxation and human resource
development.”
OECD (2015, p. 5)3

1 Ricard, A. (1986). Hablando de diseño, La Llar del Llibre, Punto de Vista Nº 6,
Barcelona.
2 Holston, D. (2011). The Strategic Design. HOW Books. Ohio, United States. P. 11
3 OECD (2015). Industrial design policies: a review of selected countries. Ed.
Minjung Kang, Mariagrazia Squicciarini, Directorate for Science, Technology and
Innovation Committee on Industry, Innovation and Entrepreneurship - DSTI/
IND(2014)9/FINAL. Available at http://www.oecd.org/officialdocuments/ publicdisplaydocumentpdf/?cote=DSTI/IND(2014)9/FINAL&docLanguage=En
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EPILOGUE
This work represents the beginning of a long intellectual
journey, at least in regard to interdisciplinary collaboration,
which constitutes the essence of the development and
growth of design and law (expressed as a fundamental tool
for the formulation of public policies created out of a modern
and proactive legal and regulatory system) as disciplines
which are autonomous in their genesis, but always open to
demonstrating their collaborative nature.
Our proposal maintains the search to articulate a genuine
concern in relation to other relevant aspects, such as the
rational use of resources, the importance of sociocultural
relations expressed through a predictable institutional
(legal) framework and a changing and competitive business
environment.
A contribution is likewise offered that, using applied
research, conceptualizes design as an essential activity
for human development in its subjective angle; that is, in
its creative and innovative capacity, which in addition to
serving as co-protagonist in our intellectual proposal, can
decisively contribute towards a modern, open and inclusive
society. Finally, in order to achieve a unique result, law will
be understood as a guiding instrument for public and private
choice.

18
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INTRODUCTION
From a Design perspective, this work illustrates the role of
entrepreneurship in Chile and Ecuador, in order to understand
how new levels of innovation in Micro, Small and Medium
Enterprises (MSMES) can be encouraged. It also highlights the
need to strengthen the legal framework in order to present
Design as a strategic option that brings value and meaning
to a product. This proposal has thus been oriented based on
the perspective of productive entrepreneurship, institutional
strength, and the company identity through the integration of
theoretical and cultural aspects.
The scenario of MSMEs in Ecuador and Chile and their
competitive environment is presented. In both scenarios,
multiple public organizations (Ecuador) and public and private
organizations (Chile) make constant efforts to encourage
product development in MSMEs. These organizations
focus on promoting the company’s production and internal
management through economic support programs, training,
networking and links with other companies, creation of
proactive public policies, etc. The promotion of these
organizations has the central objective of using efficient legaleconomic governance rules to establish high innovation
standards, maximize economic contributions, develop
entrepreneurship and raise the level of competitiveness
within and outside of both countries.
In addition, by including the words entrepreneurship and
innovation and their relationship with Design, the work
introduces a brief theoretical review of the former, and in the
case of the latter, visualizes the possibilities of innovating in
issues of local and global interest.
In addition, the work envisages three specific objectives.
In first place, identify the traits and elements of the
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entrepreneur’s identity and cultural dynamics, company,
products and relevant markets, and describe the proactive
or non-proactive impact of each country’s institutional
framework. Second, build a company intervention model
using the instruments and techniques of Strategic Design in
order to create product proposals with value/meaning. Third,
identify the impacts of the model on the company’s creative
team through the generation of new product ideas. Likewise,
for the development of the work, a set of methodologies,
instruments and Design and Law techniques were chosen
that assisted in addressing the research problem in a
more profound way. The study was framed using the
following research types: interdisciplinary, descriptive and
ethnographic theoretical review.
Regarding the work’s scope, the concepts of entrepreneurship
and MSMEs were theoretically addressed in their different
angles and these were related to the Ecuadorian and Chilean
cases. For this purpose, correspondence was made between
Design and application of tools that positively impact
technical and economic aspects, creation of proactive
public policies and management in the field of product
development processes. In a practical sense, support for
innovative product development processes in productive
companies has been thought of in terms of a model for
accelerated new product innovation in companies that have
a low installed capacity in their production processes. The
general scenarios for the application of this model consisted
of smaller productive companies, which create a tangible
product, have a relatively stable production and commercial
dynamics, and allow entrepreneurs enter into a process
of reflection and redesign of product typology based on a
search for new trends and markets.
Positing a project-related issue requires addressing the
first challenge of using a comparative approach to adapt

20
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the work’s theme to cultural, social, legal-economic and
territorial aspects, through which we sought to establish a
contrast of experiences. More time was thus allocated for the
documentary analysis, in which it was necessary to create an
overview of Chile and Ecuador’s contexts by collecting and
studying information which ranged from the meaning, history
and sectoral role of MSMEs to current public policies.4
This work’s opportunity lies in taking advantage of the
competitive advantages of MSMEs. From this, it can be
inferred that these companies have a large capacity for
reinvention, transformation, creativity, and innovation—
qualities which are preserved until the present. This makes
it possible to internally create substantial changes in the
business structure, in order to strategically solve the problem
of sales decreases among small Chilean companies.
The introduction of Design and the use of methodologies from
a collaborative multidisciplinary approach is an opportunity
to guide the work’s solutions towards the creation of new
knowledge in the entrepreneur, and in addition, to promote
the learning and use of Design to create proposals for a new
product; the focus, thus, is on knowledge management.
As its main results, the work managed to develop, as
axis, a theoretical description of entrepreneurship and
its relationship with MSMEs; a practical approach to
methodological projections through product innovation
models; and the establishment of contrasts between
development and product innovation in a company with and
without a creative team.
4 GDP-related studies show that there are high rates of MSME creation in Chile
and Ecuador, meaning that entrepreneurship predominates in public policies.
However, there is also a high mortality rate index for small businesses (Mollenhauer
& Hormazabal, 2012). The multiple “deaths” are due to a visible reality of reduced
sales of products from manufacturing Micro, Small and Medium Enterprises
(MSMES), such that the largest economic contribution has now been
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C
1. ENTREPRENEURSHIP: HISTORICAL NOTES
The term “entrepreneurship” has become both widely used
and very complex to define. Uribe and de Pablo (2011)
associate the concept of entrepreneurship with positive
values since it usually refers to people with drive and
initiative, who begin the “adventure” of creating a company
and have the ability to overcome the difficulties that may be
encountered in the process.
From a historical perspective, it was Richard Chantillon in
his work Essai sur la nature du commerce (1755), who first
used the term entrepreneurship, to refer to an employer or
a businessperson who operates under conditions where
expenses are known and true, and income is unknown,
uncertain, and dependent on the high degree of uncertainty
regarding demand (Lupiáñez, et al, 2014). Later Say (1804),
defined the entrepreneur as a leading individual, forecaster,
risk-taker and project evaluator, who mobilizes resources
from a low-performance area to a high productivity one;
he highlighted the importance for the entire society of
the success achieved by an entrepreneur (Duarte & Ruíz,
2009). In (1873), thanks to Stuart Mill, the importance of
entrepreneurship for economic growth was stated5, with
special emphasis on the fact that, for the development of
entrepreneurship, unusual skills are needed. This criterion
was ratified by Marshall (1880) when he posited that
entrepreneurs are born leaders, who possess special skills
that allow them to act in conditions of uncertainty caused by
the absence of information (Ángel, 2010).
5 For Schumpeter (1934), the entrepreneurial spirit is the aspect that constitutes
the great engine of economic development.
*We would like to thank the researcher Fernanda Masías Mero for her valuable
collaboration as co-author of this section.
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Subsequently, for classic authors in the field of
entrepreneurship such as Knight (1921) and Shumpeter
two central aspects are added: uncertainty and change
through disruptive innovation. Knight defends the idea that
uncertainty is of vital importance at the moment of decisionmaking by entrepreneurs or business people, and therefore,
the benefits achieved from this decision-making will be
determined largely by such uncertainty, parallel to the time.
Furthermore, Shumpeter conceptualizes entrepreneurial
activity as the process of developing new combinations of
production means, in order to make better use of the benefits
granted by the market, and highlights the importance of this
process in promoting technological change, new product
and process innovation and in general in the creation of
new companies through his theory of creative destruction6
(Lupiáñez, et al, 2014).
This
overview
illustrates
how
entrepreneurship
represents a phenomenon that, over time, has adopted
different terminologies and even meanings. Timmons
(1994) contributes by regrouping ideas and defining
entrepreneurship as the “process of creating or taking
advantage of an opportunity, despite the resources
currently controlled”: that is, as an entrepreneurial activity.
This conceptualization will be the one used by Reynolds et
al. (1999) when establishing that entrepreneurship reflected
through entrepreneurial activity constitutes “any attempt to
create a new business, which includes self-employment, the
creation of a new company or the expansion of an existing
company, a process that can be initiated by one or several
people, independently or within a functioning company.”
6
The concept of creative destruction was devised by the sociologist Werner
Sombart and popularized by economist Joseph Schumpeter in his book Capitalism, Socialism and Democracy (1942). In general terms, it refers to the process by
which the appearance of new products destroys those existing in the market and
even causes existing companies and business models to disappear.
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Likewise, more recent literature, such as Baumol (2002)
and Van Stel (2005), displays a preference for exalting the
concept of entrepreneurial initiative in economies as the
correct context for the entrepreneur, in their role as catalyst,
to make use of the incentives offered by the system, increase
entrepreneurial spirit (Orozco & Arra ut, 2013) and with this,
motivation for the creation of companies (Stam, S., et al.,
2006). At this point, it is worth highlighting the close and at
times proportional relationship between entrepreneur and
risk. A person who decides to start a new company also
assumes the risk involved, in proportion to the conditions of
uncertainty.
For his part, Drucker (1985) presents a definition of an
entrepreneur which is closely tied to the innovative spirit.
For him, an “entrepreneur” is an innovative entrepreneur: his
conception conditions the entrepreneur to the innovation
variable, and therefore, according to Drucker’s vision,
someone who starts a small business, with the risk this
implies, must include innovative elements in the new activity
in order to be considered an entrepreneur. In general terms
“entrepreneurs have the quality of being observers, which
allows them to identify opportunities in the market based on
the new or current needs that arise” (Ángel, 2010).
There is, as yet, no unambiguous definition for the term
entrepreneurship; however, it is a phenomenon whose
economic importance for countries is clear (Lupiáñez, Priede
and López 2014). Out of this comes governments’ present
concern with promoting public policies that encourage
entrepreneurship, which materialize with the creation of
new companies, and MSMEs in particular. Entrepreneurship,
entrepreneurial spirit, entrepreneurial activity, and
entrepreneurial initiative: the fact is that for Orozco & Arraut,
(20130 and Lupiáñez, et al, (2014) entrepreneurship is an
25

essential tool to achieve economic growth, productivity and,
consequently, prosperity.
Finally, one very recent contribution that will allow for a close
degree of collaboration between entrepreneurship and
Design to be established comes from Baumol (1990), who
uses a behavioral approach7 to explain that it is precisely
entrepreneurs’ creativity and ingenuity that determine the
quality of new companies. Within this, he also highlights
the importance of the environment, since it is through the
existing economic incentives structure that entrepreneurs
are motivated to create companies (Lupiáñez, et al , 2014)
and products according to end customer needs.
2. ENTREPRENEURSHIP IN THE CURRENT ECONOMY:
ECUADOR
Since entrepreneurship’s origin, through its evolution and
intensification—thanks to globalization—it has been studied
from different angles. According to Guzmán and Trujillo (2008)
there are currently two primary accepted meanings by which
entrepreneurship is perceived: from the purely economic
sphere and from the social point of view. Accordingly, the
economy was initially responsible for building a purely
economic relationship between entrepreneurship and
development; however the introduction of psychology,
sociology, anthropology, and design have given the
concept a “social” character, unrelated to charity, but rather,
as expressed by Roberts and Woods (2005) used to “build,
evaluate and pursue opportunities for transformative social
change, carried out by visionary, passionately dedicated
individuals.”
7
See John V. Watson (1924) Behaviorism: a trend that defends the use of experimental procedures to study observable behavior, that is, conduct, by also considering the environment as a combination of stimuli-response.
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Entrepreneurship can also be considered an appropriate
model for the ongoing changes imposed by globalization.
This is maintained by Rosero and Molina (2008), who find
entrepreneurship to be a highly effective tool, given its
capacity for generation, transformation, and application
of knowledge for the renewal of resources and contexts,
especially those of crisis. Entrepreneurship is currently
studied as a process with multiple interactions; that is,
a process where in a given physical space, networks of
people, relationships and behaviors operate jointly (Velasco,
2012). Together with the study of the entrepreneurial
activity’s internal environment, there is thus also a need to
analyze the external environment. It is here where many
entrepreneurs interact—in collaboration or in competition—
but in general with the aim of strengthening entrepreneurial
activity (Velasco, 2012).
For Veciana (2009) the importance of the environment in
human relationships, as well as the attitude, motivations,
decisions, and all other aspects that condition human
behavior when creating a company are conditioned by the
environment (Lupiáñez, et al, 2014). It should be noted that it
is precisely the environment that allows for the confluence
of a series of factors, which can be either helpful or limiting
within the business process. These factors can include:
• Assistance programs to stimulate entrepreneurship.
• The culture towards failure.
• Transaction costs related to the implementation of an
entrepreneurial project (bureaucratic barriers).
• The pace of technological change (Velasco, 2012).
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Likewise, specific disciplines can be used to propose four
initial theoretical approaches in the study of the entrepreneur
(table No. 1) out of which other contributions have been developed.
In addition, each of these approaches is subject to three levels of
analysis: micro or individual (person-oriented); meso or enterprise
level; and macro or global-economy level.

Table No. 1 Theoretical Approaches in the Study of the
Entrepreneur
Economic
Expresses the role of the
entrepreneur and the
creation of companies based
on economic rationality

Institutional
Considers that the
decision
to become an
entrepreneur - to create a
company - is conditioned
by external or
environmental factors.

Psychological
Takes the view that people
who create companies have
personality traits that are
diﬀerent from those of
others

Managerial
Considers that the creation
of companies is a rational
process based on a
knowledge of business
management techniques.

Source: elaborated by the author

The literature highlights the importance of entrepreneurial
activity for countries and the concern of government
entities for developing this process in their economies,
based on the importance of the entrepreneurial figure as
a key element of economic development. In this vein and
due to the lack of information regarding the subject, the
Global Entrepreneurship Monitor (GEM) emerged in 1999
as a highly useful tool to measure growing entrepreneurial
activity worldwide and to provide international data that
facilitate research in this field, (GEM, 2012).
28
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In this regard, according to a recent report by the GEM—
based on a survey conducted in 2014 in which 73 countries
participated that together represent 72.4% of the world’s
population and 90% of world GDP—it is clear that the Early
Entrepreneurial Activity (EEA), which has been generally
high for Ecuador, reaches one of its highest levels (36%) in
2013. This percentage falls to 32.6% in 2014. According to
the data, 2013 is considered the year in which the “boom”
of Ecuadorian entrepreneurship took place. This also
highlights that the motivation towards entrepreneurship in
Ecuador is 22.8% opportunity-based and 9.6% necessitybased (Lasio, Caicedo, Ordeñan and Izquierdo, 2015). When
comparing these results with those achieved by other
countries, it can be determined that in Ecuador, the rate of
entrepreneurship out of necessity is high while opportunitybased entrepreneurship is lower. This leads to a re-thinking
of the concept of entrepreneurship aimed towards positive
growth impacts: since entrepreneurial activity in the country
responds above all to the lack of well-paid employment,
there is a consequent reduction in the ability to convert
different enterprises into dynamic processes (Lasio, et al,
2015). The notion of entrepreneurship as the master key
for achieving higher levels of economic growth pushes
current governments to promote forms of entrepreneurship,
including the formation of MSMEs. This is one of the most
exploited forms, especially in developing countries such as
Ecuador, because compared to large companies MSMEs
have less complex structures and use fewer resources in
their constitution.
3. THE ECUADORIAN MSME AS AN ECONOMIC
PHENOMENON

The small and medium-sized business sector maintains
a continuous growth rate in distinct economies, turning
into what Camisón & De Lucio (2010) call the backbone of
29

the economy. Globally, MSMEs are considered one of the
most significant productive sectors for countries, based
on their broad contributions to economic growth and
wealth generation. On-going studies about their impact
on countries’ internal economies have allowed for the
determination of advantages which include greater ease in
job creation; greater tendency towards innovation; greater
capacity to adapt products and services to consumers’
needs and demands, in comparison to larger companies
(Fonseca, 2013).
In general terms, MSMEs have turned into an essential
and highly representative portion of the economy, thanks
to the fact that they develop productive and competitive
dynamics that make them into economically valuable
creative systems. This allows them to enrich their context
and connect people with the market, as well as to gain
feedback from this process (Cleri, 2007). However, in order to
facilitate decision-making regarding the environment, these
corporate structures require operational foundations that
display their issues and their strategies. It is thus essential
that both management of the company’s internal policy and
national and international policies be taken into account,
since this perspective enables the construction of action
programs (Montoya, Martínez and Somohano, 2013).
The advances of recent decades, in fields such as
communication, transportation, and technology, are
key elements, both in the adoption of new forms for the
organization of MSMEs, and in the quest to expand their
activities to the international arena. It is worth mentioning
that these new organizational structures, aimed towards
efficiency and adaptability to the new environmental
challenges, take on great value even for large companies-which are increasingly dependent on MSMEs to achieve
competitive success (Camisón, Boronat and Villar, 2010).
30
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Thus far we have highlighted the importance of MSMEs
for the internal economic environment, since most of their
activities are limited to this sphere. However, parallel to
this, design should also be indicated as a development
tool for small and medium enterprises (key contributors
to economic growth). The low participation level of these
types of disciplines has thus become a matter of concern in
Ecuador and other Latin American countries, and the ability
of MSMEs to internalize the instrumental and proactive use
of design to enhance their performance in the national and
international economic environment is often questioned.
In response, authors such as Majocchi and Zucchella (2003)
and Rosales (2010) highlight the characteristics of micro,
small and medium enterprises that can be enhanced by
design, such as rapid adaptability to changes, greater
flexibility and even the stimulus to grow.
4. INFLUENCE OF MSMEs ON AN ECONOMY’S
DEVELOPMENT: ECUADOR AND CHILE
Ecuador
The economic participation of MSMEs constitutes a very
promising option for economic growth, because their
less complex structure compared to large corporations
allows for better use of their characteristics, such as better
adaptability to market changes and greater flexibility with the
environment. This scenario is also presented as potentially
favorable in the Ecuadorian case (Cambra & Vázquez, 2010).
Likewise, one of the main contributions of MSMEs to the
economy is the generation of employment, which is why the
International Labor Office (ILO), together with the German
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Agency for International Cooperation (GIZ), developed a
study based on another prior study conducted by Ayyagari
et al (2011), to determine what proportion of employment
in developing countries is attributable to MSMEs. It was
conclusively determined that regardless of income level
or region, the participation of MSMEs in employment is
67%. This implies that two-thirds of world employment
is concentrated in MSMEs, and this indicator is especially
strong among developing countries (ILO Report, 2015).
However, for a medium development economy like
Ecuador, the participation of MSMEs as dynamic drivers of
the economy is significant: according to the latest National
Economic Census (2010) carried out by the National Institute
of Statistics and Censuses INEC, approximately 30% of jobs
nationwide are covered by this sector; that is to say, out of
every ten jobs in the country, three are generated by small
and medium enterprises (Araque, 2012). Of course, the
employment figures created by Ecuadorian MSMEs are
lower in comparison with other developing countries, such
as Mexico for example. According to data from Mexico’s
National Institute of Statistics and Geography, its small and
medium-sized business sector generates 72% of the nation’s
employment (Proméxico). However, even with the existence
of these differences, the impact of MSMEs is still important
for the Ecuadorian economy and represents a significant
generator of income for the country’s families8.
8 In the global context, the definition of the term MSME may vary from one country
to another. Among the variables that determine the classification into micro, small
and medium enterprises are the number of workers and the annual turnover or
value of assets. According to the International Labor Office, microenterprises are
companies that have up to ten workers on their payroll, while small businesses
have between 10 and 100 workers and medium-sized companies are those
that have a workforce of between 100 and 250 workers (ILO, 2015). In Ecuador,
MSMEs are generally classified according to number of employees, as follows:
a) Microenterprises: Employ up to 10 workers, and their fixed capital (discounted
buildings and land) can be up to 20 thousand dollars; b) Small Industry: Can have
up to 50 workers; and c) Medium Industry: Has 50 to 99 workers, and fixed capital
must not exceed 120 thousand dollars.
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According to data from the Internal Revenue Service (SRI)
between 2007 and 2013, MSMEs in Ecuador grew by 41%,
which in numbers represents an expansion of 66,000 to
93,000 companies, representing 97% of the companies
that generated income. Even its sales volume increased by
60%, that is, $208 million in 2013. In addition, the Ministry of
Foreign Trade highlights that Ecuadorian MSMEs contribute
with about 25% of the gross non-oil Gross Domestic Product
(GDP) and in the last 10 years there was a growth of these
companies. The sector also contributes 11% of non-oil
exports (ECB, 2015).9
The growth of MSMEs and their broad collaboration in
both employment generation and in contributions to GDP
determines this sector’s importance for the Ecuadorian
economy. At the same time, however, their low levels of
development in terms of sustainability and projection create
the need, as Bárcena puts it, (2010) for their transformation
into dynamic productive development actors and bastions of
competitiveness, through institutional capacity building10and
9 For Ecuador, MSMEs are a sector with high internal economic dynamism. Their
participation in international markets is still very limited, however: according to
the latest National Economic Census (2010) carried out by INEC, of the total of
Ecuadorian small and medium-sized companies, only 2.6% focus on the search
for foreign markets, which represents a lower performance in relation to large
companies’ orientation towards international markets (11.8%) (Araque & Arguello,
2015).
10 Institutional capacity is a central issue of public management. This becomes
relevant in the 1990s, following the introduction of the second generation of
State reforms and the State’s return to the foreground, highlighting the need
to seek a better State through improvements in public management capacity,
through a set of “inward” reforms of the State (for example, the introduction of
management support technologies capable of improving institutional capacity)
that give it capacity to: a) improve functions and solve public problems; b)
mobilize or adapt its institutions to respond to public problems; and c) formulate,
apply, coordinate, monitor, evaluate and report in the framework of a public
management system. Among various definitions we have Weiss, who emphasizes
the State’s transformative capacity, understanding it as the ability to adapt to
external pressures; Chavez and Rayas, who understand it as the development of
the structure of any institution that allows it to assume its responsibilities in an
orderly and coordinated manner, in the short, medium and long term (that is,
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learning with a view towards a process that extends beyond
the short term. This leads to the strengthening of the
institutional framework through the introduction of rules
that encourage the establishment and consolidation of
disciplines such as Design, which would contribute to the
development and growth of MSMEs.
CHILE
The economic, commercial and sectoral development
contribution represented by these types of companies
prevails among different sectors of the economy. There
are about 90,000 MSMEs registered in Chile, with 13%
corresponding to 11,577 companies in the manufacturing
sector. In medium-sized industries, only 4% of sales go
towards exports, a figure that drops to 1.2% in the case of
small industries, which makes them vulnerable to the cycles
of national economy (ASIMET, radiography of industrial
MSMEs).
A worrying phenomenon lies in the disappearance of
manufacturing companies in Chile. While the exit rate
of MSMEs was high during the Depression of the early
eighties, reaching up to 40%, the exit rate of companies was
considerable in the period of greatest Chilean economic
expansion, which took place between 1986 and 1997
(Álvarez & Vergara, Survival of MSMEs in Chile, 2007).
Companies that swim against the current of the trend
towards globalization are destined to leave the market,
and much of the result is conditioned between companies’
survival and growth. The probability that an MSME survives
thus increases with its size and age. That is why in Chile,
the effectiveness and efficiency of institutional processes, when considering the
completion of the tasks and their degree of compliance); and Willems, who defines
it, first, as the ability of government agencies to improve functions, solve problems
and specify and achieve objectives; and then, as the ability to mobilize or adapt
institutions to respond to a public problem.
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many emerging companies fail more than large companies,
and the small businesses that survive grow faster.
In Chile, manufacturing MSMEs are systems that move
based around the product, and their key advantage is their
versatility and flexibility in the achievement of innovations.
At the same time, they can make decisions quickly and to
easily communicate such learning. These and other qualities,
which have caused small businesses to be recognized as
versatile, dynamic, creative and adaptable, have resulted in
multiple credits and financing as a result of being the target
of productive growth programs.
“In certain cases, MSMEs can coexist with large companies by
producing similar products, when the idea is to exploit demand
niches that value product differentiation.” Marro (2005, p. 9).
Likewise, a 2010 sales study carried out by the Department
of Economics of the University of Chile showed that sales
activity in MSMEs corresponds to 8% of almost a third of
the companies in the economic sector (Chile C. d., 2010).
Regardless of the percentages, with the growing number
of retail companies, there is a fundamental weight of trade
in Chile. From this angle design, within the distribution and
commercialization chain, has created a new culture of more
personalized consumption and a notable modification in
consumption habits. As such, attention is paid to it when
opening a place of sale, in communications, etc.
However, at the same time, emerging companies called
“creative industries” emerged which have expanded
virally and have spontaneously created a new paradigm
of knowledge generation and technology management.
There is an idea that design functions as a strategic tool for
the transmission of knowledge, which is recognized as an
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area that generates a market. From a critical perspective,
creative companies generate sporadic connections with
companies of various kinds through auxiliary activities such
as advertising, graphics, photography, etc. This has gathered
strength and caused an impact on the national market.
This accelerated growth highlights the importance of design
and the generation of knowledge focused on a drastic
change in social culture.
In addition, in Chile, Design in MSME is understood to
provide value and symbolic heft and meaning to the
product beyond the manufacturing process, appropriating
the space of contact between product and user to establish
a new order linking experience, functioning as a transmitter
of values, history, signs, symbols, culture, etc.
“The practice of design is, therefore, that which allows a creative
and innovative response to be given to processes that improve
the objects, signs, and environments which people use in their
daily activities.” Viladás (2010, p. 26).
Therefore, in Chile practices regarding Design in public and
private MSMEs-linked institutions seek to promote design
from different fields: by relating companies with design,
by gathering companies and by generating networks,
by providing communication tools such as websites and
social networks, by organizing “workshops”, conferences,
seminars, competitions, etc., this promotion has encouraged
the formation of design companies in the country. Such
experiences have not been reproduced in Ecuador and,
therefore, if the Chilean case is considered, this could
potentially be an opportunity for the development of the
economy of local MSMEs and an area for integration with
Design, as a project-related discipline and manager of
change.
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5. A DESCRIPTION OF THE CHILEAN MODEL AND
THE ROLE OF DESIGN AND INNOVATION
The System of Support for the Creation of Value in the
Company, MESO (Mollenhauer & Hormazabal, Meso, System
of Support for the Creation of Value in the Company, 2012)
developed in Chile, mentions that academic, technicalpublic interests have arisen for entrepreneurship, which
they describe as an eminently creative and entrepreneurial
phenomenon that renews the productive fabric. It is accepted
that MSMEs are involved in this fabric, although they are
poorly understood as a segment of economic development
for the country. When mentioning MSMEs from the State’s
view, this method also recognizes that the problem with
productivity is due to its origin and to the MESO dimensions
of which the appearance of new attributes/languages
regarding the product are shown, such as identity, story,
value, meaning and business model. In addition, new
terminologies linked to modern languages that describe
the object with other innovation variables, such as new
manufacturing technology executed not in the process but
in usability and experience, user satisfaction resulting from
the birth of new demands, technologies focused towards an
existing product and customer needs, become a sort of new
manufacturing opportunity within the productive sector.
This is transcendent to the extent that most of the
versatility of Chilean MSMEs is linked to factors such as
the incorporation of new technology. This means that the
manufacturing process, as such, focuses on the objective
of volumetrically increasing the production amount for a
period and meeting demand. According to the Chilean
Ministry of Economy, around 18,133 companies carry out
technological innovation, which represents 74%, about 47%
carry out product innovation and 56% process innovation,
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and the innovation deficit is concentrated in “marketing” and
in the product.
Likewise, aspects such as innovation (although present) are
more static due to their secondary role compared to the
goal of maximizing sales in the short term. However, as a
result of the change of course in public policies to promote
and integrate Design, a gradual change has occurred, and
product-related components are combined by resizing the
relationship between design and raw materials, technologies,
communication channels, processes, and human resources.
In addition, at present, it is difficult for an MSME to survive
solely with what it has done since the company’s creation;
that is, experiential-level competition in productive skills is
no longer sufficient. In Chile, this need consists of a constant
search for dynamics to increase the MSME-competitiveness.
This search brings with it a need for a constant renewal of
the strategies that MSMEs use remain in the market. The
majority of manufacturing MSMEs in Chile build competitive
strategies to achieve cost leadership, and their innovative
efforts are therefore aimed at reducing the use and cost of
materials to optimize the production process (Alarcón, 2012).
In the process of creating a manufactured product, the cost
of materials and processes corresponds to 95% in the MSME;
however, it only affects 30% of the final price, while the cost
of designing a product corresponds to 5% of its production
(DUOC, 2011).
Therefore, innovation in the field of Design means assisting
business competitiveness by promoting research and
product development, strengthening cultural identity,
responding to needs rapidly, etc. Design has thus had a
preponderant value in advanced economies. Designers
increasingly sell a business vision, that is, “a way to structure
and manage the Design process” (Julier, 2010); for this
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reason, in Chile, Design began to be valued as a strategic
element for positioning and differentiation.
To encourage Design at the level of MSMEs, the collaboration
of the State is required, through public policies that strengthen
different types of innovation in MSMEs. According to Kotler
(2006), “Design is the factor that generates a competitive
advantage for the company”, and thus, in countries with high
economies, Design represents a rising value and a strategic
element that generates company profitability.
Promoting Design through the management of the idea is one
of the ideal scenarios to introduce concepts of innovation.
This strategy can also be addressed in Ecuadorian MSMEs
from a public policy perspective, by developing the current
national government’s manufacturing sector. In Chile, the
reformulation of rules of the game and the compliance
system have facilitated a stream of incessant innovation,
with many institutions—such as institutes, public and
private organizations, companies, universities, and NGOs—
simultaneously working and organizing so that this paradigm
is absorbed by society. Finizio (2002) states in his book that
Design Management is equal to Idea Management, which
is subject to macro environments and microenvironments.
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From the Chilean model, it can, therefore, be established
that the challenge for Ecuador is to introduce public policies
that pave the way for the introduction of a “new culture”
that allows Design to have a primordial role in normalizing
and systematizing innovation within MSMEs (see Diagram
1). This implies targeting initiatives in which training and
management are paramount, hence for the Ecuadorian
economy, MSMEs become a clear object of investment
in productive development. Design and innovation is a
process subject to trial and error, however, in which trying to
encapsulate a methodology and normalize it may become
difficult. Operating under parameters of innovation helps
the entrepreneur produce and manage knowledge to
find different and efficient forms of generating value in the
product to then market it and encourage social innovation.
Diagram 1: Good practices for the configuration
of innovation promotion networks in Chile - Ecuador and in
other countries
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6. CURRENT PROBLEMS MANUFACTURING MSMEs IN
ECUADOR AND CHILE
Chilean and Ecuadorian MSMEs are still far from
incorporating innovation into their production processes.
This is a consequence of the entrepreneur’s decisions,
considering innovation as a highly risky transformation
process, and understanding the risk in terms of cost, raw
material, time, etc., so talk of innovation in MSMEs is an issue
that generates insecurity. In addition, it represents a problem
for MSMEs and has as a consequence a decrease in sales
and the reduction of GDP contribution. In both countries, the
objective of introducing innovation is because it has become
apparent that MSMEs do not yet manage different types of
innovation in the company.
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This is due to different factors. A retrospective view of
MSMEs in both countries shows that they began as artisanal
companies, from their technique to their process, evolving
away from the use of technology as an auxiliary resource
and resulting in a lag in terms of innovative changes
in communication. By understanding this premise, the
accelerated changes in the environment transmit information
which is useful for keeping up on trends. This allows us to
understand the anatomy of Chilean and Ecuadorian MSMEs,
where the entrepreneur is responsible for various activities
of management and company operability. This complicates
the coding of information received from the environment in
favor of the product, by creating objects that lack value in
innovation and meaning for the company.
With it being established that both Chilean and Ecuadorian
MSMEs have little willingness to generate or innovate
products and that their first aim is to earn more money in
markets that they consider captive, it can be deduced that the
creation of new products occurs only by customer request.
These types of scenarios can be addressed through the use
of Design as an instrument for change. Multiple positions
that study the strategic approach to design concludes
that part of innovation begins with business education.
Methodologies that have been proposed include Design
Thinking, Design Council, Design Service, Design Doing,
Ethnography, and Coolhunting.
In the case of Chile, little by little over the past five years,
MSMEs have adopted different ways of introducing design
and innovation with financing, competitions, and laws: for
example the “Law on the Creation of Companies in a Day,”
“Law of Re-entrepreneurship,” “Capital Bee,” “ Week of the
MSME,” “ Day of the Compramipyme,” “Sernac Financiero” and
“R&D Law.” With this panorama, knowledge is disseminated
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rapidly, and new skills are created for intellectual capital.
Since the fostering of innovation and design is a longterm process to achieve results, it also requires a global
perspective, commitment, and a common objective. To
introduce innovative product changes, new knowledge
developed within the company must be applied.
When this process takes place in the company, it means that
the product—which until now has only had a limited vision
related to its use and exchange value—has value placed
on it. In addition, a new dynamic is generated that extends
the culture of the entrepreneur in the management of new
concepts, which causes the product to have new meaning
for both the company and the consumer.
The foregoing becomes more relevant if one considers that
in Chile, the Seventh Innovation Survey (Graph No. 1) carried
out by the Ministry of Economy shows that only Design
has a 100% return on company investment despite its low
participation. This percentage indicates that Design can be
an important asset for a company that wishes to increase its
profit margin.
Graphic No. 1: Seventh Innovation Survey
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Therefore, from the Chilean experience it can be concluded that
introducing Design in Ecuadorian MSMEs will constitute a new
strategy to boost innovation and increase competitiveness at the
national and international level.

PUBLIC POLICIES FOR
THE PROMOTION OF
MSMEs IN CHILE AND
ECUADOR
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PUBLIC POLICIES FOR
THE PROMOTION OF
MICRO, SMALL AND
MEDIUM ENTERPRISES
(MSMES) IN CHILE AND
ECUADOR

• The case of Chile
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1.THE CASE OF CHILE
In Chile, beginning in the 19th-century proposals emerged
to modify the economic policy of total openness to foreign
markets, such as FTAs (Free Trade Agreements). These
measures succeeded in gradually stabilizing economicproductive growth
but failed to respond to a stable future projection of
exchange and export, creating controversy and uncertainty
at the local level.
The issue of Free Trade is of concern to most of the MSMEs
that have maintained a position in the sector, causing price
competition to be increasingly intense due to the influx of
products from abroad, especially from China. Policies for
protection and productive promotion remain nonetheless
absent, causing MSMEs to fight to remain at a seemingly
stable level against their competition. Trends towards new
paradigms that make the promise of small businesses
possible are tied to social demands. This was the case in the
90s, where quality is associated with the product and, by
creating customer loyalty, represents the tangible reflection
of a solid and productive industry.
Entities such as the Corporation for Promotion of Production
(CORFO) thus arose, which offered quality management
certifications such as the ISO 9001 in order to strengthen
the sector. The economic and business stability that created
this loyalty is what MSMEs try to maintain as a result of a
cultural symbiosis that has allowed them over the years
to demonstrate the importance of the company’s mission.
Introducing higher quality standards is increasingly difficult
in the manufacturing productive sector, so MSMEs have
made an economic effort by leaving the country and looking
for new trends and new knowledge in order to create
technification for process improvement.
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In response to this new paradigm, promotion networks
have been created for various productive sectors such as:
National Scientific and Technological Research Commission
(CONYCIT), Corporation for the Promotion of Production
(CORFO), Programs for the Promotion of Chilean Exports
(PROCHILE), Foundation for Agricultural Innovation (FIA),
Agricultural Development Institute (INDAP), Agricultural
and Livestock Service (SAG), Technical Cooperation Service
(SERCOTEC), Association of Manufacturing Exporters
(ASEXMA), Manufacturing Development Society (SOFOFA),
among others. Through financing and training for the
country’s productive sectors, these networks have built up
good practices.
The common denominator in what these organizations
promise is to achieve productivity and competitiveness in
the productive sector, where the solving of technological
needs is no longer sufficient to maximize competitiveness
within and outside the country—hence the need to seek
new trends/paradigms amidst the current surge of design
and innovation.
2. THE CASE OF ECUADOR
The Ecuadorian economy is crisscrossed by MSMEs within
its productive apparatus. Their contribution to employment
and GDP is the main reason for the State to create
governance actions (rules of the game or institutions and
compliance mechanisms) aimed at the sector’s promotion.
Some actions and key moments that favored Ecuadorian
MSMEs, before and after 2007, were:
• 1994 the State, through the National Financial
Corporation (CFN), begins the delivery of credits that
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promote the growth and development of specific
productive sectors such as MSMEs (Jácome and
King, 2010).
• 1998 a direct MSME support strategy is adopted,
a measure that seeks to boost this sector’s
development.
The results of this measure were observed in the
early nineties, when the Ecuadorian economy
showed a slight recovery.
• 1999, the year in which Ecuador faced the most
serious financial crisis in its history. This scenario led
many people to look for a subsistence alternative in
self-employment and the informal market.
• 2000 begins to see the fruits of new ventures that
emerged in the wake of the 1999 crisis (Ordonez,
2014).
In 2007, a new government came into power in Ecuador
that established structural changes in the legal-economic
framework, with a direct impact on the country’s productive
matrix.11 These changes were translated into the quest for
improvements in the country’s institutional and organizational
performance. A “transformation in the economic pattern
11 It is important to note that this work does not delve deeper into aspects
related to the Ecuadorian legal framework applicable to issues such as copyright,
trademarks, patents, utility models and their relationship with industrial design. A
further study is planned in order to carry out a specific analysis of areas that have
been worthy of recent strategic changes at the legislative and regulatory level
(see ORGANIC CODE OF THE SOCIAL ECONOMY OF KNOWLEDGE, CREATIVITY
AND INNOVATION. Official Registry, Year IV - No. 899, published in Quito on
Friday, December 9, 2016 and available at http://www.wipo.int/edocs/lexdocs/
laws/es/ec/ec075es.pdf).In addition, this theoretical section does not introduce a
theoretical approach to the analysis of public policies of the traditional or rationalist
type. Instead, a neo-institutional approach is used within the parameters of rational
choice.

49

of productive specialization which will give Ecuador
greater added value for its production in the framework of
construction of a knowledge society” (SENPLADES, 2012)
was thus sought. The purpose of this approach focused
on the establishment of a model that facilitates the
replacement of exclusionary wealth generation scenarios
based on the exploitation of natural resources. The proposal
implied the establishment of legal rules that preceded
a model that was democratic, inclusive and based on the
knowledge and capabilities of Ecuadorians. A process
of this type, in addition to tending toward a change in the
production pattern and the export of primary and extractive
goods towards diversification and greater added value in
production, through the transformation of four main axes,
also sought the reduction of risk
Implied by the volatility of international raw material and
commodity prices. It is worth mentioning that this process
required that both State and civil society organisms
coordinate and concentrate all their efforts on the same
common objective, since this tends to achieve better results
(see Tables 1, 2, 3 and 4).
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Value incorporation existing
production through the use of
technology and knowledge in the
current biotechnology production
processes (biochemistry and
biomedicine), environmental services
and renewable energy.

Selective import substitution with
goods and services that are already
produced. In the short term, it is
possible to substitute:
pharmaceutical industry, technology
("software", "hardware" and computer
services) and mechanical metal.

Promotion of exports of new
products from new actors
-particularly from the popular and
solidarity economy-, or that include
greater added value, fresh and
processed foods, clothing and
footwear, tourism.

Axis

Productive diversiﬁcation based on
the development of strategic
industries: reﬁnery, shipyard,
petrochemicals, metallurgy and
steel, and the establishment of new
productive activities: mariculture,
biofuels, wood products, which
expand the supply of wood forest
products, which expand the oﬀer of
Ecuadorian products and reduce the
country's dependence.

Axis

Axis

Axis

Table No. 1 Axes for the transformation of the productive
matrix.

Elaborated by the author with data from SENPLADES, 2012

This scenario, which sought to transform a primary
production process, tried to establish public policies in the
different state agencies that would create the foundation
on which to build this transition process, in which MSMEs
constitute an important part of the country’s economic
lung. The following are the most important public policies,
some direct and some indirect, aimed at promoting the
development of Ecuadorian MSMEs.12
12 In this book, public policies are understood as a complex phenomenon
through which institutional elements interact (called rules of the game and
whose predominant character is formal) as well as the interests and actions of
public organizations and civil society (Méndez, 2013). Therefore, public policies
represent a process where the state authority’s participation is actively or passively
concurrent (Roth, 2015).
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Public Policies Oriented Towards Ecuadorian SMEs
Policy No. 2 Public
Objective
Strategy
Table
PoliciesInstitution
orientedGoal
directly towards
Boost the activity of MSMEs ecuatoriana.
I Increase
Ecuadorian
small and medium
participation of
economic units
associative and
encourage
the demand of
goods and services that
generate.

Productive Investment
Promotion Policy
Commercial Policy

Objective 11:
establish a social,
supportive and
economic system

National Plan of
Development

Contribute to
structural change
that allows
gaps between
intersectoral
productivity
and among the
various productive
actors to be
reduced through
a productive
promotion policy
with special
attention to
MSMEs.

Agenda for
productive
transformation

the MYPYMES
to 45%
in the amounts
of public
purchases as
of 2013

Strategy to improve productivity
and quality of MSMEs

Implement specific mechanisms
to increase the participation of
MSMEs, artisans and solidarity
economy companies in the
National Public Procurement
System.
Establish lines of credit and
financial products with special
conditions for MSMEs, artisans
and solidarity economy
companies.
Industrial Policy:
Promote micro, small,
medium enterprises,
artisans and social and
solidarity economy
companies.

Support the
development of
priority industrial
sectors.

Agenda for
productive
transformation

Generate incentives to channel
resources towards productive
investment.
Articulate and foster associativity
and
commercial exchange at the
micro-regional level, to improve
insertion in the international
market.
Increase of productivity, expansion
of the offer of products with
added value and improvement of
business management quality.
Boost productive
entrepreneurship.

Elaborated by the author, based on the Institutional Strategic Plan 2011-2013
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Table No. 3 Public Policies oriented indirectly towards
Ecuadorian MSMEs.
Public Policies Oriented Towards Ecuadorian SMEs
Policy
Promote research
and scientific
knowledge,
the revaluation
of ancestral
knowledge and
knowledge, and
technological
innovation.
Promote access
to knowledge and
technologies and
their endogenous
generation as
public goods.

Productive
Investment
Promotion Policy

Objective

Objective 2: Improve the
capacities and potential of
citizens
Objective 11: establish a social,
solidarity and sustainable
economic system.

Improve productivity, quality
and production safety,
through potentializing access
to technology, innovation,
training and technical
assistance

Promote the
internationalization of value
chains based on processes
of economic inclusion,
favoring fair trade processes.
Commercial Policy

Productive
Investment
Promotion Policy

Promote adequate
conditions for
internal and
international trade,
considering
the interrelations
with production and
living conditions

Promote exports and
investments especially for
the actors in the popular
and solidarity economy, of
micro and small businesses.

Institution

National plan of
Development

Agenda for
Productive
Transformation

Goal

Strategy

Reach 0.44%
of expenditure
on R&D as a
percentage of
GDP in 2013.

Strategy to promote
innovation and
improve human
talent

Agenda for
Productive
Transformation

Improve productivity, quality
and production safety,
through potentializing access
to technology, innovation,
training and technical
assistance

Agenda for
Productive
Transformation

Objective 11: Establish an
economic system which
is social, solidary and
sustainable.

National plan of
Development
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Public Policies Oriented Towards Ecuadorian SMEs
Policy

Productive
Investment
Promotion Policy
Industrial Policy:
Reduce transaction
costs to facilitate
production,
innovation
and marketing
processes.

Policy of Promote
an Entrepreneurship

Innovation Policy

Training Policy

Objective
Support the generation of
competitiveness and systemic
productivity by maximizing
investment
in infrastructure for production,
reduction of transaction costs
in the company operations by
eliminating paperwork and
promoting a public culture of
quality service and electronic
government, and work with
the social cabinet in order to
have quality education and
health for all Ecuadorians.

Promote an entrepreneurial
culture in Ecuadorian society
by articulating the national
and local public.
Create and strengthen
research, science and
technology institutions.
Raise the public and private
budget for R&D.
Create the legal framework
that driving the national
science and technology
system for innovation and
development. Increase
investment in science and
technology and research and
development to at least the
average of Latin America and
the Caribbean
Contribute to an increase in
the competitiveness levels
of the country’s productive
sectors with the improvement
of workers’ skills and abilities.

Institution

Goal

Strategy

Improve
distribution chains
and storage
infrastructure.

Agenda for
Productive
Transformation

Modernize
public
management
tied to
industrial sector
performance.
Promote the
necessary legal
and institutional
reforms and
institutional
strengthening.

Agenda for
Productive
Transformation

Strategy to promote
innovation and
improve human
talent.
Strategy to improve
the productivity and
quality of MSMEs

Strategy for
promoting
entrepreneurship
and democratization
of productive

Agenda for
Productive
Transformation

Agenda for
Productive
Transformation

Strategy to promote
innovation and
improve human
talent

Elaborated by the author, based on the Institutional Strategic Plan 2011-2013
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PUBLIC POLICIES FOR THE PROMOTION OF MSMEs IN CHILE AND ECUADOR

Table No. 4 Projects Oriented Towards Ecuadorian MSMEs.
Projects Oriented Towards Ecuadorian SMEs
Policy

Institution

Goal

By the end of December 2016,
in 10259 MIPYMES implement
technical assistance programs
and training in business
management and productive
processes; 740 SMEs supported
and 40 consortia.

Project to promote
Ecuadorian MSMEs
2011-2016

Ministry of
Industries and
Productivity
(MIPRO)

600 projects submitted by
MSMEs in innovation processes
and 140 MSMEs in regional,
improved by
at least 15% of productivity as of
2016. Until the end of 2016, the
600 MSMEs will innovate in the
production processes,
in the products and will apply
new technologies.
25 new Consortiums created
and 164 MSMEs with plans for
export, as of 2016. 800 new
business initiatives through 62
service centers.

Non-reimbursable
Investment and
External Cooperation
Project “Let’s Start
Program” 20092015

Ministry of
Industries and
Productivity
(MIPRO)

Through the end of December
2015, 11 Associations of the
Non Project program have
been financed and their
knowledge has been promoted
in industrialization processes
and their organizational level
improve Until the end of 2015, it
has been possible to increase
the productive capacity of
the MSMEs benefited by 50
Additional% on average, with
the financing of new machinery
and equipment.

Progress 2018
1.
Technical assistance
to improve business management
(Service Platform): 600
2.
New structured
partnerships (associative processes):
2
3.
Technical assistance
in management systems with an
emphasis on quality standards (does
not include certifications): 60
4.
New technologies
to improve productivity and quality
levels: 100
5.
Business initiatives
assisted to develop new products
and/or services (Marketing): 270
6.
Design and
improvements for final products
(Marketing): 250
MSMEs assisted with
7.
business conferences, territorial
fairs (e-commerce platforms, social
networks, design in packaging): 106
8.
Assistance in
Entrepreneurship, communication
strategy and design for
entrepreneurs: 14
9.
Assistance in
Entrepreneurship, Administrative
Management for Entrepreneurs: 14
10.
Assistance to
Entrepreneurship market studies
and marketing channels for
entrepreneurs: 8
Market studies and
11.
marketing channels for MSMEs in
the textile, metalworking, wood and
leather

Associated Businesses Promoted: 3

Elaborated by the author, based on documents of the Organic Law of
Transparency and Access to Public Information (2015).

55

In order to be more effective and efficient, these public
policies, adopted with the purpose of improving MSME
development conditions, require not only intentionality but
also concrete action proposals, carried out by public officials
who understand the processes and a system of more robust
governance where institutional coordination (Méndez, 2013),
and the feedback process between rules of the game and
the compliance system contribute to the establishment of
clear and effective guidelines. It is in this area where Design
plays a primary role as an instrument that will inform and
therefore facilitate change management and introduce
greater competitiveness in the Ecuadorian institutional
matrix.
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ENTREPRENEURSHIP, MSMEs AND PRODUCT INNOVATION IN ECUADOR AND CHILE: GENERALITIES

INTERPRETATION
OF THE PROFILE
OF THE CHILEAN
AND ECUADORIAN
BUSINESSPERSON

• Entrepreneur Profile
• Entrepreneurs and
Representative Projects in Latin
America
• Insights: public and private
organizations
• Insights: experts and academics
• Insights: MSME entrepreneurs:
Ecuador and Chile
• Opportunities for the product
value proposal
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1. ENTREPRENEUR PROFILE
From a sociological perspective, human beings form codes
and identity features that describe them as individual
beings; a gradual formation which is known as ethnoculture.
The significance of this process is highlighted in partially
conscious and partially unconscious learning experiences,
in which, from generation to generation, traditional ways
of thinking and behaving are perpetuated and reflected in
everyday family and business actions.13
In his book “Cultural Anthropology” Martin Harris (2004),
mentions that “culture and personality are theories that
can be described as psychological forms of functionalism
that relate cultural beliefs and practices with individual
personality and individual personality with cultural beliefs
and practices.” Understood from this perspective, in an
organizational ethnocentrism is created in significant
cultural changes that slows learning and the introduction of
new cognitive processes, which are deprived of a updated
productive structure.
Cultural evolution has been caused by the gradual
accumulation of useful features through processes of trial
and error by forming barely perceptible cultural codes, and
thus, recognition of the entrepreneur’s cultural and identity
traits

13 This consistency in cultural patterns makes the study of the human
being as a typical individual important when categorizing behaviors that
form and create identity and individuality in a company’s formation in a
certain social current. Over time, this frames different forms of socially
acquired thinking, acting and rationalizing, becoming a merit of strategically differentiated research in order to behaviorally install new innovation
processes within MSMEs
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Analyzing business behavior from a cultural viewpoint
requires a more profound look into recurring problems
related to the aggregation of value from identity. This
phenomenon more precisely visualizes ways to implement
design and strategies for introducing a new innovative
paradigm.
2. ENTERPRISES AND REPRESENTATIVE PROJECTS IN
LATIN AMERICA
This section focuses on design and innovation programs
developed in certain Latin American countries, created
under parameters of culture and identity similar to those
of Chile and Ecuador. The topics of interest addressed
by different programs regarding themes of design and
innovation delineate creative team profiles and new forms
of progress in innovation.
Argentina a South American country with high levels of
innovation. Its CMD Metropolitan Design Center edits
publications on topics related to design and innovation. One
example is a project by the IMDI Design Research Institute
on the Strategic Design and MSME Innovation carried out
in Buenos Aires. The work sought to analyze and evaluate
products from the perspective of macro-trends in a highly
competitive environment, by providing value in various
guidelines regarding the object. Idea of interest: the study of
trends is relevant for the proposal of projects of sustainable
interest.
The CULDIVAR model, carried out by a group of experts from
Colombia, proposed a new look at design and innovation
within the MSME. Its focus is on the integration of the design
theme as part of a country’s organizational culture.
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Idea of interest: Design has become a strategic constant to
solve problems regarding MSMEs.
Since 2009, the National Institute of Industrial Technology
of Argentina (INTI) has concentrated its efforts on delimiting
the design process phases by delineating them under the
trend of innovation and product sustainability, through
absolute knowledge of their life cycle.
Idea of interest: Design is a viable strategy that endures
through the years. Mexico is a country which invests a large
amount of capital in MSME innovation. A program called
PROCEI was recently created that concentrates its objectives
on improving a company’s productive processes using
innovation, as a sure way to create competitive advantage
and sustainability.
Idea of interest: incorporating levels of innovation within the
company allows it to remain dynamic and active in terms of
market competitiveness
Programs regarding company design and innovation are
a constant in Chile. One of these was created by Sofofa
Innova with “Hecho en Chile;” where, through joint work
with companies, innovation is applied from a perspective of
adding value to products.
Idea of interest: adding value to make a new product
meaning visible is a latent purpose of the State.
In Ecuador, the “Hecho en Ecuador” country brand was
formalized to promote a local preference for products
manufactured in the country, which, through mass
campaigns, generated in the subconscious of Ecuadorian
the acquisition of products with appropriation attributes,
differentiation and value.
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Idea de interés: la intención del Estado por elevar el valor
del producto parte por conjugar elementos culturales,
sociales e identitarios. Idea of interest: the State’s intention
of elevating product value by bring together elements of
culture, society and identity.
3. PROFILE OF THE ECUADORIAN AND CHILEAN
ENTREPRENEUR
At the MSME level, two objectives that condition both day
to day and long-term projections are relevant. First, the
search for economic gains that allow for key balances that
make the company viable in the long term. Secondly, the
maximization of benefits based on products that have a high
level of valuation by customers and, therefore, a convenient
price in the benefit-cost relationship.
For the Chilean businessman, the achievement of productive
and commercial conditions that create important balances
in the company has a direct relationship with the dimension
of added value as an element that determines the buyer’s
preference and increases the competitiveness and customer
loyalty. Thus, value creation is thus tied to customer loyalty
and product identity. This is a less-noticeable strategy
that generates large contributions to the company at a
competitive level.
In the case of the Ecuadorian entrepreneurs, MSMEs
are within an industrial manufacturing sector that seeks
product stability while increasing customer acceptance and
sustaining market permanence.
These findings have a direct relationship with the satisfaction
of customer needs, depending on which the employer, in
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both cases, sets the company in motion to create products
that respond to certain functional requirements and use of a
product in the hands of the client.
The major concerns of entrepreneurs in both countries are
focused on commercial development of the product and
the financing of labor capital. The solutions to the problem
that the employer faces have a direct correspondence with
the price and sale levels achieved with the products. Most
entrepreneurs have a quality-based strategy as an added
value element that determines the buyer preference and
increases competitiveness and customer loyalty.
Context
Product
Model
Entrepreneur

The entrepreneur understands and values innovation as
changes in the productive structure that allow for a visible
account of substantial company transformations, such
as the renovation of machinery, incorporation of different
technologies, infrastructure changes, etc. At the same time,
the entrepreneur is aware that it is necessary to consider
something else that differentiates them from the competition
and which is intimately related to the product, either due to
the constant and repetitive type of objects over the years or
to the notable decrease in orders.
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“From the entrepreneur comes interest in combining
variables regarding strategic design.”
Understanding the entrepreneur as a human being who
directs a productive environment and whose relations in a
social environment are interest-based allows innovation to
be approached from the core of any significant company
transformation.
To understand the business-entrepreneur-product system,
multiple appreciations, directly related to industrial production
processes for Chilean and Ecuadorian actors, are collected. The
grouping of different perspectives allowed conclusions to be
made in a way which was more precise and closer to the business
reality.

4.“INSIGHTS”: PUBLIC AND PRIVATE ORGANIZATIONS
SAY
• Small businesses create jobs, move the country’s sales and
participate in the internal market.
• The manufacturing sector does not provide strong earnings, so
an attempt has been made to incorporate more
programs for the promotion of other sectors, such as creative
companies.
• MSMEs are heterogeneous in their administrative and productive
structures, which is why efforts to strengthen various areas have
tripled.
• Sales experience growth in the manufacturing sector, very
different from the reality expressed
from the company.
• The challenge for public and private organizations is to take
charge of MSMEs with their low productivity and market share.
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• Promotion programs seek to improve company competitiveness,
productivity and innovative capacity.
• Through innovation, they seek to create value in the production
of knowledge by constantly developing new products.
• MSMEs are a large slice of the productive sector that creatively
overcome problems and interruptions.
• Innovation has become a central part of business strategies (new
ventures), which now spans companies of all sizes.
• Subsidies and financing of innovation projects are made visible
by associating the creation of new products and processes, or
their improvement.
• Design goes hand in hand with innovation as a result of the
development of new knowledge and best practices in the country.
THINK
• The problem with MSMEs is the sector’s informality; this is
why government productive development programs have been
created.
• The experience with MSMEs has taught them that it is important
to understand each company’s business structure in order to
propose policies and programs intimately linked to the reality of
the sector.
• Productive promotion instruments are an investment rather than
an expense for society.
• The achievement of innovation is a national productive challenge.
• A reliable decision is to involve changes in technology for best
practices, and knowledge developed from R&D efforts to close
productivity gaps.
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• Work with the companies has been developed around user needs
to provide accompaniment throughout the innovative cycle.
FEEL
• The MSME must convince itself that it is a powerful sector
capable of entering more competitive markets.
• Innovation is already a reality. Transformation into a more
productive country with greater economic growth has become a
necessity.
• The small business creates meaningful value by personalizing its
products for customers.
• Innovating corresponds to an accumulation of efforts between
companies and public and private actors.

5. “INSIGHTS”: EXPERTS AND ACADEMICS
SAY
• The organizations that work in favor of promoting innovation do
not impede an understanding of the phenomenon of creating
value and meaning for a product.
• There is no conceptual modeling that addresses the development
of strategies for design-based innovation.
• The management of qualitative data in organizations and
companies that describe the phenomenon in matters of identity
and social impact is scarce.
• Innovation does not occur if MSMEs are not committed to the
transformation of reality; fostering a culture of change is thus
highly complex.
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• The differentiating products of MSMEs should aim to implement
new materials, functions, features and uses to produce a significant
change.
• MSMEs are not equivalent to big companies; they have a different
type of structure born out of their condition.
• Policies, financing and promotion programs are justifications for
the MSME to continue with relevant participation in the productive
fabric.
• MSMEs do not work in isolation in the innovation process;
they have a systemic character that models the productive
environment’s development.
• The competitive advantages of small businesses
lie in their ability to learn and allow for change and adaptation.
• Most of the companies are run and operated by people who
are from the country. They thus belong to the same culture and
share languages, values and customs, which is reflected in the
organizational culture.
• The results can be measured on the basis of trial and error to
accumulate knowledge in the company.
THINK
• MSMEs do not need to grow indiscriminately to survive, because
the production scale allows them to satisfy differentiated
consumption.
• Innovation does not depend on the company’s scale but rather
on attitude and willingness to rethink product perception.
• Innovation options range from research and development of new
product dimensions to innovation in meaning.
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• An important element in an innovation proposal for MSMEs is to
understand the company as a living, unique organism.
• From experience, MSMEs which are blind to their condition

strive to behave like a large company.
• Companies must aim to distance themselves from the
territory of commodity products.
• When used strategically, knowledge becomes a culture of
innovation.
• MSMEs must be recognized as a dynamic organism.
FEEL
• There is a need to work to strengthen the strategic
contribution of design in MSMEs.
• Latin American countries do not understand the importance
of revaluing MSMEs beyond their operational dimension.
• A designer is important because they are able to operate in
the product’s material and symbolic field.
• Small businesses have great potential in the flexibility of
their organizational and operational structures.
• MSMEs are experts in differentiating themselves by
identifying and exploiting new market niches.
• Design acts as a strategic innovation tool.
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6. “INSIGHTS”: MSME ENTREPRENEURS: ECUADOR
AND CHILE
SAY
• MSMEs are able to risk any type of capital in favor of
maintaining client trust and loyalty.
• They have technological limitations that do not favor new
product creation.
• They have economic limitations in hiring a multidisciplinary
team. They therefore opt for outsourcing.
• Producing any product is more expensive than importing it,
so they adapt the customer’s needs.
• There is a willingness to invest so long as assurance exists
that the product will be sold.
• There are no laws to protect small businesses.
• Approaching the client is considered fundamental.
• Reaching the level of technification and industrialization
means being within the competition.
• In their operations, MSMEs attempt to recover cultural
spheres and keep them in both the product and in the
process.
• The product is conditioned to the customer’s needs and
requirements.
• MSMEs understand innovation as something new.
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• MSMEs innovate by incorporating trends in the use of new
materials, as well as reuse.
• A product’s attributes are its functionality and its quality and that
is what is of interest.
• The company is part of the customer-relation process from the
placing of the order.
• Product innovation is conditioned by the lack of a specialized
and multidisciplinary team.
• MSMEs have a capacity for reinvention and better reaction
comparison with large companies.
• Innovation level depends on the number of new products that
arrive as an order.
• The ability to innovate in design takes place to the extent that
what is occurring outside is known.
THINK
• The basis of any change in the company lies in knowledge
management and in level of experience.
• The product is the visible form of a company’s operations.
• Customs and the owner’s management of various areas prevent
us from thinking about new product ideas.
• Sales on a massive scale are associated with a drop in product
quality.
• For MSMEs, importing is a way to earn more money.
• A company founded on a family nucleus will have relevance.
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• Product diversification is recognized as differentiating factor.
• The State’s treatment in matters of laws and taxes is the same for
small businesses as it is for large one.
• It is considered versatile in diversifying its products.
• MSMEs sees an advantage in product continuity.
• The customer is a priority in the company.
• They are unable to satisfy market demand.
• Financing and capital have helped them to implement
improvements such as technology and expansion of areas in the
company.
• Opportunities for creating new products (ideas) have not found
ways to be executed.
• Companies disappear due to free trade and price competition
policies.
• Companies with only one product line fail, because they have no
alternatives with which to make it through times of crisis.
• MSMEs can manufacture any product because they adapt easily
to process changes.
FEEL
• Development in product innovation is not customer-driven,
because they always prefer traditional products and there is no

need for invention.
• MSMEs are afraid of wasting the time and money invested
in a new product by failing to generate sales.
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• It creates uncertainty for the entrepreneur when a new
product is introduced when there is already competition in
the market.
• Entrepreneurs do not rule out the ideal of exporting with
their brand.
• The product targets an “elite” customer who can pay for
quality.
• MSMEs are convinced that they know how to respond to
their client’s needs.
• MSMEs grow accustomed to stability and security in their
product, distant from the changes in continuous innovation.
The MSME’s productive environment does not involve
new market views such as trends, automations, know-how,
etc. This assessment has led the company to maintain a
product standard that satisfies attributes and promises for
an individual need. This creates an identity that projects
a guarantee against a product for a single client, and that
product innovation levels are minimal. This motivates the
need to provide other skills in relation to the management
of market information in order to invent new products.
In achieving product innovation, small businesses have
difficulty creating product creation management protocols
that facilitate establishment of accurate decision-making
criteria in favor of new ideation processes. This occurs due
to the security provided to the entrepreneur upon opting
for products that guarantee the lowest possible economic
and loyalty losses. The incorporation of design instruments
in planning protocols for the creation of new products
minimizes risk, through strategic management parameters
that guide the process with a high level of security for the
entrepreneur.
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The security provided to the entrepreneur through protecting
customer loyalty causes the company to condition product
manufacturing to meet the needs of the customer: who has
become an actor who fails to encourage product innovation,
provides lower value and meaning and encourages
commercial stagnation.
6. OPPORTUNITIES
PROPOSAL

FOR THE

PRODUCT VALUE

To drive product innovation in MSMEs, the level of
importance that the entrepreneur places on the product
must be understood.
Between Chilean and Ecuadorian, different characteristics
are thus determined businessmen, using construction type
profiles. This initiative allows the innovation process to be
carried out from a perspective which is acceptable and
coherent for the entrepreneur.
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B

• Cares about the image of the
company associated with the promise.

• Research hard so you stay closer to
trends.

A

• The expectation of the product is
associated with quality.

• It is very important to repeatedly
visualize the company's values.

• Productivity is associated with
increased machinery and production
techniques experimentation.

C

• The product innovation is
summarized in the total copy of it.

• They care about volume sales

• Pursues customer loyalty so it places
it as a priority when making a decision.

• Strives to create new attributes that
differentiate it from the competition
associated with the company's promise
but not in the product.

• The importance of innovation lies in
generating changes in the
management of the company.

• They do not maintain any relationship
with the client, the contact is made
through technological means of
communication.

• The idea of the product innovation is
based on the copy plus the
improvement of product parts where
new techniques and ﬁnal
expectations.
• The client is not very relevant during
the process, but he cares about
reaching the level of satisfaction with
the product.

The product is a means of contact
with the customer.

The product is a reflection of the
company's promise.

• Your product stands out for a partial
innovation in which you can identify
certain qualities attributed to the
object by the company.

• Strives to make visible the tradition
and culture of the company to
customers.

• Does not plan major technological
advances and maintain direct contact
with the client.

• Generates an intimate relationship with
the product, acts worrying about the
object from the form to its function.

• The expectation and sale of the
product is associated with quality.

The product is considered as the
letter of introduction of the company
(Star Product).
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DESIGN PROJECTIONS
IN THE COMPANY

• Design and MSMEs
• Projections: company-based
• Projections: product-based
• Characteristics of the MSMEs
creative process
• Weaknesses of small business
• Design- and customer-based
product innovation opportunities
• Composition of actions
• Design from the “entrepreneur trend” perspective
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1. DESIGN AND MSMEs
For MSMEs, design contributes the integration of new cultural,

spatial and territorial knowledge, to increase product value
and meaning. Design has become involved in different areas
of knowledge thanks to its generation of positive responses
to product and service innovation challenges.
Conceptual Design

Strategic Design

Documentation

Exploration

Elaboration

Strategy

Conceptualization
and Foundation

Needﬁnding PYMES
· Design Tools

Product
Innovation
Strategy

Strategic Guide

Source: elaborated by the author

To visualize good methodological practices, we start with
models that propose resources of interest to MSMEs. The
first resource is “Design Thinking.” This is a support system
that fosters spaces with activities that interact with one
other to generate continuous project management-based
innovation (Stickdorn & Schneider, 2011).
Elementary Steps of “Design Thinking”

Empathize

Deﬁne

Ideate

Prototype

Test

Source: Stickdorn, M., Schneider, J.
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The second resource, to create MSME identity-based
innovation, was addressed the Verganti Design Driven
Innovation Model (2009), which argues that radical innovation
as such is focused on radical technological innovation within
the industry. The author also raises another perspective,
tied to product meaning innovation, which is based on
understanding how, along with the creation of content and
new concepts for product development, users give meaning
to things due to the emotional, psychological and sociocultural feelings they produce.
The Three Innovation Strategies

Technology
push
Radical
Improvement

Functionality
(technology)

Incremental
Improvement

Design driven
(design push)
Market pull
(user centred)

Adaptation to the evolution of
socio-cultural models

Generation
of new meanings

Meaning
(language)

Source: Verganti, Roberto, 2009
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A third resource is the Innovation System, based on the
Value Network - SIREV, an instrumental model that begins
with Design Driven Innovation, and identifies and articulates
concepts of the Verganti model with components of the
productive fabric. SIREV consists of processes to add value
to products, services and experiences. SIREV’s competitive
strategy adapts products and services to new cultural
meanings to create a market (Mollenhauer & Hormazabal,
Metodología para Innovación y Emprendimientos Design_
Driven, 2011).
Value Network-based Innovation System

Margin
Story

Infrastructure
Human Capital Management
Technology Development
Acquisitions
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Product
Service

SP

Product
Constellation

Market

Second Activities

Logistic
Chain

Primary Activities

Source: Mollenhauer, K & Hormazabal, J, 2008.
We thank the researchers Katherine Mollenhauer and José Hormazabal
for their valuable contribution co-authors of this chapter.

77

The review of these three design-intensive methodologies
allows us to visualize models that can generating innovative
and differentiating capabilities, by providing new conceptual
content and new ways in which Design and strategic
management contribute positively to the company’s
innovation system.
In the case of Design Thinking, the behavioral phases
considered are: observe, understand, synthesize and
devise. In the Verganti Design Driven Innovation model,
the relevance of product meaning as a driver for company
innovation process in the company is key. Finally, the SIREV
model stresses the importance of the story (as an expression
of identity and a synthesis of meaning) in the product in the
value proposition and in the business model.
Experienced Identity

New
Innovations

Interdependent and
Interactive Stages

Idea
Generation

R&D+ Design

Prototype

Production

Comunication
Market

Stated
identity
Trend
Interpretation
Conditions and
Needs

Identidad
proyectada
Product Design
Concept
Dynamic meaning of
concpetual analysis

Product with
content in value
and
communication

Redesigned
Manufacturing
Processes

Manifested
and
Attributed
Identity

Delivery and
Return

Source: elaborated by the author
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2. PROJECTIONS: COMPANY-BASED
The size of small businesses is in accordance with various
development and growth parameters, including: number
of workers, investment in fixed assets, sales level, or a
combination of these variables (Álvarez & Crespi, The
Relative Importance of Small and Medium Enterprises: Un
Análisis de sus Determinantes en la Industria Manufacturera,
2001).
From the theoretical point of view of this work, MSMEs are
thought to have other identity attributes which cause them
to be recognized as important actors within the productive
chain, and that act in favor of the model’s sustainable
development, such as: the capacity for reinvention,
adaptability, immediate response to changes, openness to
innovation, and competitiveness (Álvarez & Vergara, Survival
of MSMEs in Chile, 2007).
Within the practical context, manufacturing MSMEs, as a
sector and as actor, manage production and management
processes, which are visualized in tangible products as
a symbol resulting from the system. In both theory and in
practice, companies in Ecuador and Chile have similarities
and specific characteristics relevant to the system such as:
• They form as a result of economic and family needs.
• Their start was low on technology.
• They responded to strong needs in the productive
environment.
• They started as craft companies with techniques that
they continue to use.
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• Their manufacturing production processes have
remained the same over the years.
• Their growth has been slow in terms of production
diversification.
The differences between entrepreneurs are herein
circumscribed as strategies that personalize the
institutionalization of innovative processes to each reality.
Ecuadorian
Entrepreneur
Remains in their "comfort" zone.

Achieves stability when they have
a secure client portfolio.

Incorporates long-term hard
innovations.

Chilean
Entrepreneur
Seeks to reinvent themselves at
the expense of their market.
Tries to keep constantly changing,
looking for better opportunities.

Incorporates short - term hard
term.

3. PROJECTIONS: PRODUCT-BASED
According to Rampino (2011) an object has a high aesthetic
content as a result of an established process of purely
technological content, which is attributed to its shape and
aesthetics when creating products with new use criteria.
For this purpose, a product has meaning that sets the value,
which determines a price (Mollenhauer & Hormazábal, 2012).
Manufacturing MSMEs delivers a product as a traditional
result of a manufacturing process within which there are two
types of products: large-volume sales due to low production
costs to achieve economic stability (commodities); and lowvolume sales for customers who value quality over price.
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Exclusive products fall within the latter category.
The fundamental pillar of MSMEs regarding decisions made
within the company is the customer, who forms a part of the
productive system.
Part of the research identified that the client is immersed in
3 important stages of the product creation process:
• The first stage, in the production agreement, in which
the entrepreneur prioritizes the customer’s needs and
conditions.
• The second is occurs with approval of the first prototype,
where the customer’s satisfaction with the result of the
first stage is measured through the object.
• The third stage, when the final product is delivered.
The third stage is perhaps the most important of the entire
process for the entrepreneur, because it demonstrates
interest in retaining the customer. The product delivery
process thus becomes personal to measure customer
satisfaction with the company and the product, and thus
consolidate company identity.
The product manufacturing process takes place between
two actors—the entrepreneur and the client—who interact
simultaneously to establish commercial decisions that
direct the entire product creation process.
The actors engage in a dialog in which each seeks to
position their interests in order to maximize profits. The
balance between these benefits creates empathy on both
sides, in addition to creating bonds of trust that make any
agreement more productive. Trust is established through the
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commitment agreed upon throughout process of producing
an object. This converges in the satisfaction of the actors
by creating long-term loyalty and perceptible attributes for
the company, thanks to which its productive activity is kept
afloat for many years.
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4. CHARACTERISTICS OF THE MSME CREATIVE PROCESS
The company’s product creation process is driven by a set of
knowledge acquired by Ecuadorian and Chilean entrepreneurs
from their experiential “baggage”. The behavior of the process
variables is addressed to understand where Design can be used a
strategic strength as part of the MSME innovation process.
Creative Process, Type 1
The type 1 creative process begins with formal recognition of
MSME product creation processes. The first type occurs when
a customer arrives to a company needing to manufacture a
product under certain conditions of time, price and quality. These
conditions represent the starting premise for the entrepreneur to
make production feasibility decisions. A guided and conditioned
dialog is then generated out of intuitive process management,
based on the entrepreneur’s experience and implicit knowledge.
This guides decisions for the final design.
It is important that the topic of the entrepreneur’s initial process
management be addressed. Based on past work experience,
the entrepreneur will make formal and consistent decisions for
product development which results in a product variety similar
to that manufactured for previous orders. A base pattern is thus
unconsciously consolidated which will continue in the development
of future products with a lower innovative contribution.
Following this interaction between entrepreneur and customer,
there is the phase of order approval by the entrepreneur, who
manages the production process, which includes the choice of
raw material, control of the manufacturing processes, and the
selection of relevant techniques according to the product type.
After this phase, the entrepreneur orders the production of the
first prototype, where, once again, the client has an important
role in approval. This recurring dynamic strengthens the company
identity and consolidates the innovation of product meaning.
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Process 1
Evaluate Prototype
Entrepreneur

Process 1

Client

Client

Price

Requeriments

Conditioning

Time

Raw
Materials

Administrative
Tecnique

Operators

Customer
Satisfaction

Production

Dispatch

Capacity
Technological

Evaluation

Approval

Management

Source: elaborated by the author

The first type of product creation ends with sending of the
production order by company operators, or in many cases by
the entrepreneur, who seeks to assess the level of customer
satisfaction regarding the product and service to reinforce
the company’s attributed identity.
Interaction, Type 1
The Type 1 interaction takes place with the dialog between
client and entrepreneur. This is a complex process that
goes beyond establishing production conditions, to the
configuration of a relationship of empathy that facilitates
dialog.
The importance of this dynamic is linked to an objective
understanding of customer needs in order propose new
ideas based not only on the entrepreneur’s intuition and
experience, but rather on the conscious management
of new knowledge regarding trends in soft innovations.
This knowledge is generated in the environment and can
substantially contribute to the ideation of new ways of using
the product with different meanings.
The entrepreneur is responsible for various activities in the
MSME, such as proposing, directing, deciding, contacting,
and analyzing. If the entrepreneur lacks the time to keep up
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to date with trends and innovations, he or she builds cultural,
social and political experiential filters, which cause them
to continually repeat the same processes and products,
assuring that customer satisfaction is met.
Interaction 1

Interaction 1

Client

The client once
again communicates
conditions
Empathy

Entrepreneur

The entrepreneur
guides them through
intuitive and
experiential

Commercial decision
making

Final Design

Maximize or
minimize knowledge
trial and error

Source: elaborated by the author

The entrepreneur’s desire to seek security and stability
is a difficult to change behavior. For the entrepreneur to
reduce uncertainty regarding the innovative process, the
same dimensions making up their experiential filters must
be used, but in this case to externalize their knowledge
and ability to observe, understand, synthesize and devise.
The entrepreneur can thus develop a creative process that
results in new, previously unexplored products and variants
in the manufacturing processes.
Creative Process, Type 2
The second type of creative process occurs in the MSMEs
that are characterized by a production based more on high
volume sales than on sales based on the creation of a new
product with a higher price and lower sales volume.
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The type 2 creative process begins with the entrepreneur’s
idea of producing a new product, arising from changes
originating in the market: be this from offers of competing
products, customer suggestions or the use of new acquired
technologies.
Aspirations of company quality and competitiveness
motivate the entrepreneur in their wish to create a new
product. This idea is conditioned by the opportunity cost
and the uncertainty of product success or failure due to its
low competitiveness compared to similar existing products.
This uncertainty is present prior to any decision to create a
new product and it ultimately leads the entrepreneur to opt
out of innovation execution.

Process 2

Idea
create a
product

Entrepreneur

Purchase
technologic
Considers

Time

Generates
uncertainty

Economic

Evaluation

Competitive
Aspiration

Market

Pretention

Show quality

Source: elaborated by the author

The type 2 interaction takes place with an ideation process
that arises from the entrepreneur and that often starts with
a first experimentation idea for something new or novel.
However, in entrepreneurs this translates into a desire to
increase competitiveness with something different that
makes them stand out from the competition. Ideation
therefore arises from environmental evidence, which
originates the desire to conduct product innovation for the
same market.
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An intuitive search for trends thus takes place, in which the
entrepreneur learns about innovations and trends from
social networks, from competition, from trips abroad to fairs
or simply from a conscious and systematic observation of
similar products on the market.
Interaction 2

Interaction 2

Idea
Create a
product
Social media travel
Entrepreneur Entrepreneur to trade
fairs abroad
Market Competition

Trend
Research
By intuition

The entrepreneur's
ﬁndings must respect
the following
conditions:
• Quality
• Diﬀerence
• Competition

1. Usefulness of the
Information Investigated
the Product.

Uncertainty
process

2. Success or failure of
the product on the
market.

Due to this for
in most of
these cases the
Final Idea is not
executed
Final Idea

Source: elaborated by the author

The entrepreneur absorbs all of this information and
chooses the dimensions that make the most sense in regard
to their filters of difference, quality and competition. The
information finally selected is expressed in products with
the same characteristics as those already existing or with
minimal variations in their formal or aesthetic structure. The
question thus arises: what formal strategic elements does
the entrepreneur extract from the search for trends that are
useful and applicable for product innovation?
5. WEAKNESSES OF SMALL BUSINESSES
in writing la Sobrevivencia de la mipyme (2007) Roberto
Álvarez and Sebastián Vergara mention that one of the
weaknesses of the small business is a lack of diversification
and delegation of company activities.
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Due to economic capacity and cultural training, the
MSME entrepreneur is thus responsible for the majority
of the company’s administrative management activities.
This leaves them with little time for activities associated
with the acquisition of new knowledge that would favor
implementation of different types of innovation, based on
the construction of new stories for the product.
An issue of trust is also involved in new product creation.
In this type of family business, the entrepreneur, due to a
cultural issue in the case of Chile, distrusts, and feels the
need to perform both the administrative and productive
management activities. This leads them to distrust the
capability of employees
To take on these activities without an increase in errors
and/or a decrease in product quality; promises and
guarantees contained in the company identity. Unlike Chile,
the Ecuadorian entrepreneur delegates responsibilities
to employees, but fails to carry out deep strategic followup; rather, technical inspections are conducted, which the
entrepreneur considers the surest way to achieve product
quality.
In addition, in both countries, the entrepreneur is interested
in maximizing earnings through the outsourcing of different
manufacturing process phases, especially those involving
product design. This occurs in companies that have a type 2
creative process.
6. DESIGN - AND CUSTOMER-BASED PRODUCT
INNOVATION OPPORTUNITIES
Product innovation opportunities are tied to different
situations arising in MSMEs. There are four different forms
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for a new product to be introduced in a MSME. This results in
four cases, each with its own particularities. The entrepreneur
approaches this phenomenon in four different scenarios,
which are a starting point to drive the product design and
innovation process.
CASE 1: the customer arrives with a form for a product
In case 1, the process is shaped by the fact that the MSME
has a client portfolio that maintains it for many years. This
means that, in the manufacturing process, the same product
is requested without notable differentiation in respect to the
competition, except the speed of delivery, the price and the
quality, which results in a product whose value lies solely in
its function.
CASE 2: the customer arrives with the product
characteristics
In case 2, most of the new clients arrive with product ideas
that they need to manufacture, but they have not visualized
how to execute them. The entrepreneur tries to empathize
with the client and provides advice regarding the product’s
physical form. This advice is conditioned by evaluation
criteria and filters that ensure the production of the object
by mutual agreement.
The result is a product which is typologically similar to the
objects previously produced by the company, with different
basic characteristics adjusted to production capacity. In this
case, the product generates a meaning for the customer,
but not for the company.
CASE 3: the customer arrives without product ideas
In case 3, the customer arrives with a specific need or
problem, but does not know what product can solve it. In this
89

case, the entrepreneur guides the client, providing options
according to productive capacity and the filters addressed in
this work (experiential, cultural, social and political), gaining
the client’s trust and loyalty.
As a result, a product similar to that already produced in the
company is created, and there is no need for new innovation.
CASE 4: the entrepreneur wants to create a new product
Finally, in case 4, the entrepreneur starts from an idea to
create something new and different based on the search
for intuitive trends (mentioned in the creative process for
type 2). The result of this intuitive innovation process is that
the entrepreneur copies objects not already existing in the
environment or imports a product and adapts it according
to his or her productive capacity. It is important for the
entrepreneur to control ownership of the final product in
order to maximize profits. However, this often has a price for
the entrepreneur, who does not know how to process and extract
relevant information in order to increase product value. The object
thus remains an idea only and is never produced.
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Case 4

Case 3

Case 2

Case 1

Trend
Research

By intution

Entrepreneur behaves as
an advisor

Customer with
requirements but with no
speciﬁcation of the form

New product idea

Entrepreneur behaves as
an advisor

Customer with idea but no
visualization
of form

Client with an idea

Entrepreneur applies
evaluation criteria

Similar idea Extract
the new and novel

Client’s trust
is gained

They ﬁnd a solution
together

Conditioning

1. Economic
2. The copy is adapted
according to its
productive capacity

• Higher proﬁt

• Cultural and social
knowledge

• Conserve quality

• Customer needs

• Experience in the ﬁeld

• Lower manufacturing
cost

• Fast delivery

Filtros

Outline of Innovation Opportunities Identified for MSMEs

Product value in
the function

Results

Entrepreneur does
not know how to
extract information
relevant to the
product.

Not created needs
of generate new
innovations

The problem lies
in the ﬁlters or
manufacturing
criteria for a
product.

Source: elaborated by the author

1. Not executed due to costs or
technologies.
2.Import the product and adapt
it with minimal changes

Typology of similar product
to the manufactured needs of
in the company.

Product typologically similar to Meaning for the
customer but not
the previous one with few
distinct characteristics.
for the company

Same product ordered

Consequence

The importance of establishing innovation opportunities for
MSMEs lies in qualitatively characterizing the entrepreneur’s
options to generate innovative products in the company.
Up until now, this had not been adequately studied using
a Design Thinking approach. Within the productive fabric,
this new approach will likely translate into a competitive
advantage.
By identifying innovation opportunities for the company,
the level of product innovation in value dimensions, and the
meaning given in each case, can be specified.
4
Innovation in product
value for the
client and user

3

Value innovation
client

2

1

0

Innovation in
value for the
entrepreneur

Innovation
in processes

Case 1

Case 2

Case 3

Case 4

Source: elaborated by the author

The correlation between interactions, opportunities and
entrepreneur profiles presents a different perspective of
approaching product innovation solutions from the point
of view of entrepreneur identity. In addition, this correlation
articulates knowledge regarding the formation of other
concepts consistent with the innovative process, where
actions and actors that make up and participate in the
genesis of each product are identified.
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7. COMPOSITION OF ACTIONS
The composition of these actions, as well as the participation
of these actors, give rise to new concepts regarding
company-identity based product innovation.
When incorporating Design into creative and productive
processes, it is important that new languages that can be
understood by MSMEs be created, and that the cultural,
social, familial and territorial characteristics of entrepreneurs
be considered. These features are:
• In the case of Chile, most entrepreneurs have a
college-level education; and a post-graduate education
the case of Ecuador.
• Knowledge training occurs through work experience
in the area.
• At the start, entrepreneurial training was distant from
technology.
• Company leadership passes from generation to
generation.
• Companies were started as artisanal operations with
techniques that they continue to use.
8. DESIGN FROM THE “ENTREPRENEUR - TREND”
PERSPECTIVE
Successful creative innovation processes are guided by
trend analysis. A trend is a preference that makes a subject
react and act for a certain purpose (Gil, 2009) (Raymond,
2010).
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Entrepreneurs thus condition their decisions and actions
based on a social influence that keeps them at a certain
level of competitiveness for a given time. Influenced by
foreign trends in good practices of companies in the same
category and in the search to position and differentiate
themselves from their competition, companies have made
technological changes.
The importance of trends therefore suggests a process of
constant change and transformation, in which MSMEs are a
clear example of the endogenous renewal of administrative
management and manufacturing process efficiency.

Economic
Meaning

Culture

Marketing

Political

Communication

Client

Brand

Sociology

Story

Design
and
aesthetic
Use
value

Tecnologic

Source: Gil, Victor, 2009
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The Design-guided product innovation process leads
the entrepreneur to take a new look at the competitive
advantages that can be obtained from the product and
defines the company as a creator of significant sectorial
changes.
The handling of product information allows the associations
regarding this information with the experience in
manufacturing acquired over the years to be identified. This
experience thus turns into a condition for generating new
products.

CREATIVE
PROJECTIONS AND
95

KNOW HOW IN MICRO,
SMALL AND MEDIUM
ENTERPRISES (MSMES)

• Production process with design
• Knowledge-based design and its
impact on the product
• Opportunities for product innovation
and design in MSMEs
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1. PRODUCTIVE PROCESSES WITH DESIGN
The production process with Design leads to the collection
of strategic information for company identity-based product
innovation. Three dimensions are considered: the customer
segment, the entrepreneur’s “know how” and the product
ideation, which are repeated for the MSME and are key for
guiding the information provided by the entrepreneur.
Customer segment
The entrepreneur tries to situate the choice for formal
product criteria using samples of success in the form of
photographs of objects made by the company and placed
on the market. An interesting point is the entrepreneur’s
desire to highlight specific customer segments belonging
to social sectors with high income, mentioning that the
products are sold in certain sectors. The entrepreneur thus
points to the high-income segment and recognizes it as a
reference market that he can access to test the product’s
commercial value based on the culture’s aspirational nature.
Analysis of this yields relevant insights regarding market
niche definition. In addition, based on the sales experience
of MSMEs, the entrepreneur defines physical attributes of
the product that could be appreciated by the segment of
the referential client; that is, the entrepreneur has a vision of
the client’s profile and tries to adapt the product to comply
with quality standards
Entrepreneurial “Know How”
Recognition by entrepreneurs regarding problem of low
product innovation in manufacturing MSMEs is key. The
entrepreneur must demonstrate the intention to change the
product and the desire experiment with new materials. This
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complements the initial idea that, for substantial changes
to occur in the company, basic motivations to innovate in
products and to create opportunities for transformation must
be present. It is therefore important to create appropriate
spaces that improve the dynamics of generating new
product ideas that create ever more constant innovation
management protocols in the company.
MSMEs are formed by people who have high experiential
knowledge in processes, materials and basic management
of entrepreneurship. But as competitiveness increases,
entrepreneurs have dedicated themselves to learning
new trends that are collected from the market. That focus
on learning creates a need to search for trends on social
networks, visit websites, and attend fairs and galleries, from
which the entrepreneur extracts ideas that are new or that,
“can generate improvement by increasing quality.”
Therefore, the entrepreneur associates the degree of
innovation with the proposal to improve manufacturing of
an existing product. This the best competitiveness strategy,
which recognizes MSMEs as safe.
The process generates a new stated identity that underpins
the importance of Design in the product innovation process.
Product ideation
The product attributes company qualities that differentiate
it from its competition, meaning that the entrepreneur
concentrates innovation efforts directly with the product.
Ideation about any new product is conditioned by its
experiential strength. However, deriving the new product’s
form is a complex process. The entrepreneur argues for the
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choice of the object based on the type of product developed
in the company over the years, and with which identity has
been reaffirmed.
The ideation process is triggered in the entrepreneur by the
ability to manage the production process—a quality that has
stood out since company creation.
Beginning the creative process requires affirming that
product innovation starts with the technical aspects of
manufacturing, and transforms the look of product innovation
when importance is given to aspirational elements such as:
• Interest in developing the product when considering
social and territorial characteristics.
• The desire to experiment with new materials and
processes.
• Interest in continued market exploration.
Therefore, the entrepreneur develops positive
expectations regarding new product creation, provided
that the issue of innovation aligned with the company’s
aspirational interests is addressed.
2. KNOWLEDGE-BASED DESIGN AND ITS IMPACT ON
THE PRODUCT
The introduction of Design and the use of methodologies is
an opportunity to guide the creation of new knowledge in
the entrepreneur, as well as to promote Design learning and
use of to create new product proposals; the focus, as such,
is on knowledge management. Three main results are thus
introduced:
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Result 1: a dynamic modeling of identity and culture at
the levels of company, entrepreneur, product and relevant
market segment.
Result 2: an intervention model to accelerate product
innovation processes in the company, with the use of ICTs.
Result 3: contrast between product development and
innovation in a company with and without a creative team.
The projection of product innovation in MSMEs is presented
in Table 1:
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Table 1: Business Impact and Profile
Entrepreneur
Profile

A, B

Genesis of
the idea for a
product
Idea for a new product
without the technology to
execute it

C

Idea of a new product, but
fears not selling it

B, C

It does not generate new
product because there is
no customer requirement

B

A, B, C

C

Requirements for
manufacturing a new
product are expensive

You do not have time to
execute new projects

Creation of a new product
affects the image of the
company in front of the
client if sales fail

Product System in

Situation of the

Ecuador and Chile

entrepreneur in
Ecuador and Chile

They do not arrive at the
execution of the idea, if it does
not control the ownership of
the final product. Outsource
part of the product design
process as long as you can
finish it in the company.

The design process alters the
product so that it is feasible to do
so with existing technology.

It generates insecurity not to
handle market studies that
ensure the success of the
product, so it does not end
with the idea. Uncertainty for
competing with products that
are already positioned
Quality is associated with the
time the product has remained
on the market (acquired value)
No hay diversificación en la
carta de productos. Empresario
se preocupa menos de los
atributos relacionados con el
valor y significado del producto
(Commodities).
Outsource the entire
manufacturing process and
own the product finishing
process. Expensive stages of
the process are outsourced.
They do not get to the
execution of the idea because
it generates losses.

Replica of an existing product
by varying certain attributes to
adapt them to the environment.
Product customization.

Replica of an existing product
by varying certain attributes
to adapt it to the environment.
Product customization.

Qualitative data management
generates security against the
success of a product.
Visualization of an opportunity by
developing a conceptual design
of a new product.

Attribute or improve ways of
using an object that cognitively
transforms the current operating
typology of the product in the
customer.

Design provides new alternatives
cost reduction through new
materials, technologies and
techniques in manufacturing
processes that the company is
responsible for raising the value
of the product.
Contribution of the Design
with tools that allow the
entrepreneur to reduce the time
of understanding the idea to
carry it out.
Contribution of the design with
tools that allow the entrepreneur
to reduce the dispersion of
options for the development of a
specific product.
Design strategy focused on
the proper management of the
information obtained from the
study of trends to reduce the risk
of new product failure.
The use of Design
methodologies in products adds
value and meaning.

Source: elaborated by the author
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3. OPPORTUNITIES FOR PRODUCT INNOVATION AND
DESIGN IN MSMES
In the operational context of MSMEs, some opportunity
scenarios occur where small businesses can innovate in
products based on management. The creation of opportunity
scenarios starts by delimiting the type of situations in which
the entrepreneur faces strategic decisions regarding the
product and how, through the entrepreneur’s profile, idea of
generating a new object comes to life.
Entrepreneur Profile

Genesis of the idea of a product

A, B

Idea of a new product without technology to
execute it

C

Idea of a new product but fears not selling it

B, C

New product not created because there is no
customer requirement

B

Manufacturing requirements for a new product are
expensive

A, B, C

There is no time to execute new projects

C

Generating a new product affects the company’s
image with customers if sales fail
Source: elaborated by the author

Likewise, ideation starts from establishing phases where
Design can strategically address the problem of innovation,
in addition to placing the action phases of a product
proposal in a visible context.
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CONCLUSIONS
The product creation process allows the ideation process
in the company to be transformed. Tools from Design help
the entrepreneur manipulate qualitative information to build
formal aspects of the object.
The application of Design models and instruments thus
creates a new vision of innovation using strategic content
planning, turning the entrepreneur into a mentor who guides
the innovation process through interaction with the client.
The integration of themes from Design is also an important
strategic asset to raise competitiveness level and remain in
the local market.
Here we have focused on the relationship between product
innovation and Design in a MSME, as an opportunity to
create social impact. It also posits a response to challenges
associated with the introduction of Design in a product
manufacturing phase. Through Needfinding, it shows the
importance of guiding research from a human approach,
based on culture and territory.
The product innovation process in a manufacturing MSME
begins with orienting efforts towards a Comparative
Innovation of the company’s flagship product. Discussing
Comparative Innovation means planning a redesign of the
flagship product, in order to demonstrate the magnitude
of any change or transformation in a product that the
entrepreneur views as innovative within the company.
To introduce product innovation in a MSME, it is important
that typologies of entrepreneurs be established and that the
Phenomena that occur with each be described. Typologies
must be established in order to determine the impact to
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each entrepreneur when disseminating new concepts of
company innovation, to encourage, facilitate and strengthen
the relationship of empathy and security in the behavioral
process of innovation.
In defining different forms by which new products within
MSMEs are made possible, business opportunities can be
discovered. Here, value capture has two possibilities. The
first possibility is to innovate the company’s product and the
other possibility lies in the income from subsidy instruments
for projects derived from productivity and employment.
Public policies should aim to improve the development
conditions for MSMEs. They therefore need to be more
effective and efficient. We must move from discursive
approaches to concrete actions, and these must include
the participation of State representatives who are
knowledgeable regarding the processes.
In addition, for the Ecuadorian case, the resulting governance
system must be robust and permeable—that is, prone to
effective feedback. It is in this area where Design plays a
primary role as an instrument that will inform and therefore
facilitate change management and introduce greater
competitiveness in the Ecuadorian institutional matrix.
Finally, the introduction of innovation in MSMEs is necessary
to understand that these companies, both Ecuadorian and
Chilean, seek to maximize their income levels to increase
company profitability. It can be concluded that Design
allows for a reduction of company investment costs as part
of a proposal to create a new product with the intention of
remaining on the local market.
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