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INTRODUCTION

José L. Garcia-Ruiz and Pier Angelo Toninelli

Even though recent troubles have disrupted the world’s economic scenario, they
do not seem to have affected the renewed interest towards entreprencurship
and/or the entrepreneurial function which has emerged in the last decades. This
sentiment has been stimulated primarily by the Information and Communica-
tion Technologies (ICT) revolution and the emergence of a ‘new entrepreneurial
economy’! This cluster of innovations assumed the character of a General Pur-
pose Technology (GPT) and as such its effects were felt first in the activities
directly connected with its production and implementation, giving rise to the
dot.com entrepreneurial boom; later the wave of innovations progressively
spread over the global economy, stimulating productivity and the creation of
new firms. But when the undertow backwash came, it left behind a lot of victims,
its effects made dramatically worse by the incumbent recession.”

Therefore once more innovation seems to have played a fundamental role in
determining entrepreneurship. But if this relationship actually exists, how strong
is it? And, conversely, is there a link between the expansion and/or the renewal
of the entrepreneurial class and economic growth? Is it possible to figure out
some generalization about the reciprocal behaviour?

Recentinvestigations by specialized institutions have shown how difficult it is
to grasp these associations, particularly with regard to the complex and manifold
impact exerted by the social, cultural and political context on the implementa-
tion of entreprencurial capacities and entreprencurial opportunities.® Certainly
the task has not been facilitated by the contributions coming from theory. If
the entrepreneur constitutes ‘one of the most intriguing’ characters acting in
the economic game, economics has so far failed to offer a sound and convinc-
ing analysis of its basic features as well as of its role in economic development.*
Reasons may be at least twofold: one pertains to its conceptually most elusive

character and analytical vagueness®

— made up of virtues and capabilities chang-
ing over time, therefore extremely dynamic and volatile — which can hardly be

portrayed through the traditional (analytical and quantitative) tools of the ‘dis-

—1-



2 The Determinants of Entrepreneurship

mal science; or forced into a general model which can prove valid beyond time
and space. The other is that in an ideal type market economy, without uncer-
tainty, asymmetric information, factor-market imperfections and externalities,
such as the one considered by mainstream economics, entreprencurial initiatives
are not only unnecessary but not even hypothesized.

However, to be more precise, if we regard the evolution of the concept of
entrepreneur, as well as the allocation of the entrepreneurial function, what seems
to emerge is quite a dichotomy in the history of economic thought between
the British (and later the American) approach — which can be modelled along
the line of what in epistemology is usually called the analytical school — and
the Continental one. Such a dichotomy would emphasize, on the one side, the
Anglo-Saxon, the centrality of the firm and, on the other, the Old Continental,
the role of the entrepreneur. Different epistemological backgrounds are likely
to explain the diverging conceptualizations that lie behind the two traditions
of research.® In classical economics — from Smith to Marx — the entrepreneur
is hardly mentioned if mentioned at all. Production and the investment of
capital were regarded as types of automatic process, which involved no critical
decision-making, no risky judgement or imagination of any kind. In this tradi-
tion ‘capitalist’ was the only term which seemed to appeal to the student. On
the Continent, instead, a long-standing tradition going back to late medieval
and early Renaissance Italy, as well as to Minorite economics and late Scolastic
thought, singled out risk and uncertainty (periculum) as the fundamental ele-
ment which legitimated merchant (business) profits.” Besides, it was a French
contemporary of Smith, Richard Cantillon, who introduced the term entrepre-
neur for one who could take advantage of the unrealized profit opportunities
created by discrepancies between demand and supply, which means those who
‘are willing to buy at a certain price and sell to an uncertain price’® If later on
John Stuart Mill popularized the term entrepreneur among British economists
(1848), he failed to break the Smith-Ricardo tradition of the entrepreneur as
simply a ‘multifaceted capitalist’’ Yet towards the end of the century some inter-
esting openings came from Alfred Marshall who hypothesized that ‘it seems best
sometimes to reckon Organization a part as a distinct agent of production’ It
was that factor which allowed the business undertaker successfully to face risks
and to win competition.'* However Marshall’s concern was addressed primarily
towards small and medium firms, in particular the ones acting in the wholesale
and retail trade. These activities have been labelled by Mark Casson as the low
level of entrepreneurship’ which although equally important should not be
confused with the ‘high level’ which would become the main concern of the
theorists of the twentieth century."!

In any case, theoretical attitude would not change much, but for a few major
exceptions, in the next century. First of all, on the Continental side social scien-
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tists/economists like Max Weber and Werner Sombart produced major efforts to
offer typologies and/or taxonomies of all the characters acting in the economy,
including entrepreneurs. Nor should the contribution of the American institu-
tionalism be dismissed, particularly of Thorstein Veblen. Both the German and
the American schools had quite an influence on theories elaborated later on by
Frank Knight and Joseph Schumpeter. In Knight’s Risk, Uncertainty and Profit
(1921), where echoes coming from the Renaissance tradition as well as from
the nineteenth-century German tradition surface, the distinction between risk
and uncertainty is fully analysed. Risks are those uncertainties of economic life
whose objective probability can be evaluated and calculated; therefore they can
be shifted via insurance to the shoulders of others. Such risks become part of
the production cost. But there are uncertainties which cannot be evaluated and
measured because they involve totally new and unknown situations. In this per-
spective the role of the entreprencur becomes crucial and cannot be ignored as
it usually is in the mainstream. However it is the contribution of Schumpeter
(1934, 1939) which is still regarded as the classic statement of entreprencur-
ship.'? As the entreprencur is the one who innovates in the economy by carrying
out new combinations — new products, new processes of production, new forms
of organization, the discovery of new export markets as well as of new sources
of raw materials — he is the prime mover in economic development: therefore a
dynamic actor and a disequilibrating force which precipitates structural changes
in the economy.

For quite a long time Knight’s and Schumpeter’s influence remained limited.
But the presence of them both can be felt in an outstanding representative of
the (Keynesian) orthodoxy, Nicholas Kaldor. In the concluding remarks of his
1954 fundamental contribution he pays an explicit tribute to the Schumpeterian
concept of entrepreneur and implicitly to Knight, as he singles out the attitudes
to speculation and risk together with the innovative spirit as the basic, disequili-
brating factor which brings economic growth.” But, generally speaking, within
neo-classic modelling entreprencurship was long deemed a useless false glitter.
Here the entreprencurial factor could be considered at most as a residual. In such
an clusive element the growth accounting theory confined all that could not be
explained through its classic analytical tool, however important it could be. It is
in such a way that theory reckons with productivity. For instance in his analy-
sis of the sources of economic growth of the United States, Edward Denison is
eager to recognize the contribution given by technical progress, human capital
formation, resources reallocation, institutional change and so on. Neverthe-
less he explicitly dismisses the role of entreprencurship because automatically
counted in the inputs growth.'

Conversely all through the century institutionalism kept on exerting its
influence on a minor but nevertheless not negligible stream of thought. As a
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consequence growing attention to the firm as an organized institution began to
be paid:'> whereas ‘the concept of entreprencurship played a formative role in
the emergence of business history as a distinct academic field;' the dynamics of
that institution was to become a major field of rescarch within business history,
which, in its ‘organizational synthesis’ variant (as Lou Galambos in 1970 happily
labelled Chandler’s approach),”” was bound to have a profound impact on the
theory of the firm itself. This in turn revitalized the question who is the ultimate
repository of the entreprencurial function, already raised by Schumpeter’s late
works:'® the individual entrepreneur, the firm, the dynasties, the managers, either
private or public (for instance Alfred Sloan or Enrico Mattei). Hence the relevant
questions are: do we have to distinguish between a capitalist entrepreneurship
and a non-capitalist one?" Or, between innovative and replicative entrepreneurs
or, further, between productive and unproductive ones? How different institu-
tions and/or cultural influences impact on determining entrepreneurship? Some
of the essays in this collection will try to answer these questions.

On the other hand the emergence of a new entreprencurial economy and
the suggestions coming from history and sociology — together with the current
economic turmoil — have recently cast serious doubts on the perfect functioning
of the invisible hand in large sectors of the economic orthodoxy. As nowadays
former generalization and rigid assumptions are getting progressively weaker,
entreprencurship is likely to become more and more part of economics. Think,
for instance, of what has been recently suggested by Paul Romer:

Economic growth occurs whenever people take resources and rearrange them in ways
that are more valuable. A useful metaphor for production in an economy comes from
the kitchen ... Human history teaches us ... that economic growth springs from better
recipes, not just from more cooking.?’

Or, again, think of the title which headed one of the contributions presented
in the special supplement devoted to entreprencurship by the Economist on 12
March 2009: ‘Is Entreprencurship becoming Mainstream?’

If heterogeneity of cases and behaviours has so far prevented us from having
a convincing statistical model as well as a formal theory of entrepreneurship,
history can provide ‘the most fertile field for the germination and gathering of
ideas for policy’* The contributions gathered in this book try to improve our
knowledge on entrepreneurship in that way.

The book is organized in three parts: I: Entrepreneurial Typologies; II: The
Business Leaders; III: Culture or Institutions? Thirty years ago the Business
History Review published an essay by Franco Amatori under the title ‘Entrepre-
neurial Typologies in the History of Industrial Italy’** That paper underlined the
differences between state-oriented entreprencurship identified with the city of
Genoa and the contrasting market-oriented entrepreneurship more commonly
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associated with the city of Milan. Actually three typologies were outlined: the
‘private’ entrepreneur, the ‘supported’ entreprencur and the ‘public’ entrepre-
neur. The work by Professor Amatori that opens this book (‘Determinants and
Typologies of Entrepreneurship in the History of Industrial Italy’) focuses on the
macro-determinants of Italian entreprencurship which the author singles out in
three elements: how Italy’s economic environment evolved (with its weaknesses
as well as its strengths) from the moment of the nation’s political unification; the
actions and the role played by the state; and stimulants from the international
economy which reflected on the dynamism of Italy’s domestic market. Able to call
upon the wealth of data to be found in the unpublished Biographical Dictionary of
Italian Entrepreneurs (with its 600 entries of entrepreneurs who operated in Iraly
from Unification in the middle of the nineteenth century up to the beginning
of the twenty-first century) together with a number of more recent secondary
sources, this time the typologies are articulated in more detail and cover a longer
time span. Amatori incorporates some new aspects, giving a more comprehensive
snapshot of the conquests — as well as the limits — of Ttalian capitalism.

The other work in the first part is presented by Ioanna Sapfo Pepelasis
(‘Entrepreneurial Typologies in a Young Nation State: Evidence from the Found-
ing Charters of Greck Société Anonymes, 1830-1909’). This paper examines
entreprencurs(hip) in Greece between National Independence in 1830 and
1909, the year of the ‘peaceful revolution” of the bourgeoisie. The formation of
new companies is perceived as an outcome of entreprencurial initiatives. The
analysis here is based on an exciting new database constructed from the 251
founding charters of the total group of 303 joint-stock company type Société
Anonyme start-ups established in this period. This database offers informa-
tion on the identities and actions of company founders. It also gives a unique
opportunity to conceptualize the general contours of entrepreneurs(hip) in the
macroscopic context of Greece, a latecomer economy/young nation state. This
essay argues that the mercantile diaspora, modern nation-building and the lega-
cies of the past were the most important determinants of entreprencurship in the
nascent ‘corporate sector. It also proposes that entreprencurship was multifac-
eted; it did not fit within one single theoretical typology. Moreover, the analysis
here makes the case that incorporation unleashed new entreprencurial forces
that fostered new economic activities and spaces while also developing syner-
gies with the sphere of tradition in business. Finally, this paper unveils the rich
mosaic of founders of Société Anonymes. In examining the body of company
founders we could perhaps speculate the following: had Westerners been the
(sole) direct physical carriers of foreign technologies and capital the synergies
between tradition and modernity would have been less pronounced.

The second part of this book is devoted to leadership. It opens with a
contribution by Pier Angelo Toninelli and Michelangelo Vasta (‘Italian Entre-
preneurship: Conjectures and Evidence from a Historical Perspective’). This
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paper is the first product of an ongoing research into the determinants and the
role of entreprencurship in Italian economic development. Its primary aim is
the creation of a data-set of Italian entreprenecurs for the period encompassed
between Unification and the end of the twentieth century. The main source of
the research is a collection of 390 entrepreneurial biographies, prepared for the
ongoing Biographical Dictionary of Italian Entrepreneurs. The first part of the
paper presents a descriptive analysis of the main peculiarities of the country’s
entreprencurship on the basis of a few standard variables traditionally used in
economic analysis. The second one refines the descriptive approach through a
methodology — Multiple Correspondence Analysis and Cluster Analysis — usual
by now in standard statistics, yet not very familiar to scholars in economic and/or
business history. This has allowed the authors to single out a few entrepreneurial
typologies from the history of Ttalian capitalism which partly confirm the ‘tradi-
tional’ features already emphasized by historiography; such as the prominence of
northern entrepreneurs, the strong relations both with entrepreneurs’ own and
their partners’ families, the almost total absence of female entrepreneurs and an
essentially middle-class rooted entrepreneurship. However a few novel interest-
ing aspects emerge, the most surprising being the high level of formal education
of the sample: a majority (60 per cent) has a medium/high degree and almost
one-third a university degree.

In the second part there are two contributions about the Spanish case that
are also based on biographical dictionaries: ‘Entrepreneurship: A Comparative
Approach’, by Gabriel Tortella, Gloria Quiroga and Ignacio Moral, and ‘Dynas-
ties and Associations in Entrepreneurship: An Approach through the Catalan
Case) by Paloma Fernandez-Pérez and Nuria Puig. According to Tortella et al,,
entrepreneurial studies are proliferating and a question which is cropping up
often is: what moves entrepreneurs? Is it just a matter of genes or are there more
general factors (social, psychological) which move people to become entrepre-
neurs; and not only this: what makes entrepreneurs successful? What makes
some behave in a certain way and others differently? Using a sample of English
and Spanish entrepreneurs, the paper of Tortella et al. tests the role of education
in the formation of the entrepreneurial spirit to conclude that education is a key
variable.” In their turn, Ferndndez-Pérez and Puig try to shed light on the role
played by dynasties in the creation of social capital and the accumulation and
transfer of entrepreneurship in Catalonia, the region that led the Spanish indus-
trialization process. In their paper, Ferndndez-Pérez and Puig present advanced
results of a research in progress about large family firms in Catalonia.

The third part of this book debates the role played by culture and institutions
in the promotion of entreprencurship. In ‘Entrepreneurial Culture or Institu-
tions? A Twentieth-Century Resolution] James Foreman-Peck and Peng Zhou
test the strength and persistence of cultural influences on entreprenecurship
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over the best part of a century. Comparison of self-employment propensities of
United States immigrant groups in 1910 and 2000 suggests a number of sta-
ble customary stimuli, deduced from national origins. In accordance with the
‘cultural critique; the English were less prone to entrepreneurship than other
United States immigrant groups, once controls for other influences are included.
The Dutch consistently exhibited about average levels of entrepreneurial activity,
not as precocious as might be expected if the predominant Protestant religion
encouraged entrepreneurship. Conversely Weber’s identification of nineteenth-
century Catholic culture as inimical to economic development is not borne out
in the twentieth century by the sustained entreprencurship of Cubans and Ital-
ians in the United States. The strongest entrepreneurial cultures were exhibited
by those originating from the Middle East, Greece and Turkey, though some
historical interpretation is necessary to establish who these people were. The
inference from these patterns is that entrepreneurial culture must be of minor
significance for economic development compared with institutional influences.

Following this is ‘Entreprencurship and Cultural Values in Latin America,
1850-2000: From Modernization, National Values and Dependency Theories
towards a Business History Perspective) written by Carlos Dévila. Focusing on
the historical determinants of entreprencurship in Latin America, and in par-
ticular the influence of cultural factors, this paper analyses the eventful path
of the literature dealing with the role of values (from ‘traditional’ to ‘modern’)
and its relationships to entrepreneurship in Latin America between 1850 and
2000, and examines the potential that the growing business historiography on
this region of the world offers to advance its understanding. For this purpose,
the papers draws selectively on surveys of the field and explores the challenges
and opportunities confronting future research into the historical explanation of
entreprencurship in this area; in particular, the potential for conducting stud-
ies of entreprencurial typologies is delineated. With this in mind, key features
and patterns of Latin American entreprencurship based upon business history
research output are also identified. Within Latin America’s broad scope and
diversity (the region consists of 21 countries), this paper encompasses Mexico
and seven South American nations (Argentina, Brazil, Chile, Colombia, Peru,
Venezuela and Uruguay), with particular emphasis on Colombia. The contents
of this paper could prove useful to policymakers fostering entrepreneurship in
Latin America, as well as to business schools engaged in valuable discussion
about the extent to which culture — and in particular values - is a key issue in
today’s concerns to foster entreprencurship.

The last contribution to this book is ‘Education and Entrepreneurship in
Twentieth-Century Spain: An Overview, where José L. Garcfa-Ruiz offers sta-
tistical information on the evolution of the level of education among Spanish

entrepreneurs between 1964 and 2004 through the data provided by the offi-
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cial survey on the working population (the Encuesta de Poblacién Activa, EPA).
The EPA data show an important improvement in the education of the Spanish
entrepreneurs, in a trend that resembles that for the whole Spanish population.
The structural transformation of the Spanish economy was accompanied by a
clear improvement in the education levels. But, contrary to some popular beliefs,
Garcia-Ruiz has found that the more ambitious entrepreneurs, those that cre-
ate jobs and are not merely self-employed, have always enjoyed an educational
level well above the average for the whole working population. If the training of
Spanish entrepreneurs as a whole has been deficient it is due to the late imple-
mentation of business studies. The conclusion is clear: education improves the
quality of entreprencurship rather than entrepreneurship itself.



1 DETERMINANTS AND TYPOLOGIES OF
ENTREPRENEURSHIP IN THE HISTORY OF
INDUSTRIAL ITALY

Franco Amatori

Introduction: Entrepreneurship and its Environment

Entreprencurship is a difficult subject to grasp. Notwithstanding its much
acknowledged centrality for the wealth and the competitiveness of a nation, it
is an elusive phenomenon, a concept very difficult to define clearly, a concept so
protean that it is impossible to categorize in a mathematically formalized dis-
course.

Entrepreneurship appears in different sizes: it can be found in large corpo-
rations as well as in the small workshops of artisans. It can present itself under
various forms. There is, of course, the Schumpeterian hero capable of construct-
ingan empire but it can also be found in a manager in an entreprencurial position
who has the capacity not only to maintain a strong grip on the organization but
also to make it even bigger. It is possible for an entrepreneur to be self-employed
or even someone with a couple employees who is capable of being highly reac-
tive in responding to customized demands and fitting his actions into a limited
niche. Innovation is a good litmus test to verify the degree of entrepreneurship in
an economic national system, but it is not enough to explain everything. Entre-
preneurship can be along, day-by-day accumulation or it might just present itself
in a dramatic leap ahead. But, again, not all the people we tend to identify as
entrepreneurs are actually exceptional innovators.!

In any case, having studied the phenomenon of entreprencurship under
various angles and in different realities over the course of time, I have become
profoundly convinced that de facto it is impossible to separate the entreprencur
from his environment. Especially pertinent are the simple but profound obser-
vations of Carlo Cipolla in his wonderful book Before the Industrial Revolution.
Lookingat the crucial issue of productivity, Cipolla declared that the correlation
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with the increase of material inputs was not sufficient to explain it. At the same
time, he was not convinced that the ‘surplus’ could be identified with the Schum-
peterian creative reaction of history. In Cipolla’s mind, the Austrian economist
made the error of reducing the whole to one part (in this case entreprencurial
activity).” If Cipolla had a positive way of persuading me of the existence of this
tight connection between the entrepreneur and his environment, I was left with
the opposite effect by Entreprencurship: A Comparative and Historical Study. In
order to explain the impact of entreprencurship on economic development of
different nations, Paul Wilken, an American sociologist, singled out four vari-
ables: ‘O’ (opportunities), ‘Y’ (economic growth), X’ (non-economic factors)
and ‘E’ (entrepreneurship). He examined the cases of Great Britain, France, Ger-
many, Japan, the United States and Russia in the nineteenth century, reaching
results that were, to say the least, disconcerting. For instance, Wilken affirmed
that both Great Britain and the United States were among the countries where
entreprencurship played a minor role.® The entreprencur and the environment
cannot be separated. If we reconsider each on its own, it might become easier to
analyse both.

Sketching Italian History and the Macro-Determinants of
Entreprencurship*

Given these premises it is necessary to sketch an evolution of the Italian eco-
nomic environment since Unification in 1861. From this, we can draw some
determinants of entreprencurship together with some entrepreneurial typolo-
gies. For this task my main source has been the Biographical Dictionary of Italian
Entrepreneurs (BDIE; see the appendix to this chapter).

Italian economic history since Unification can be broken down into six
phases:

1. 1861-6: Italy was primarily an agricultural society which, at least up to
1880, exported agricultural products and raw materials to the countries at the
heart of international capitalism. Starting in the 1880s, given the huge crisis of
agriculture (due to a remarkable increase of imports because of steam navigation
from United States and railways from Russia), a first layer of industry in the
northern part of the country started to be visible, together with better-designed
policies that supported industry and that materialized in protectionist measures
in favour of basic products such as steel. De facto, in 1884 the state promoted a
steel company in central Italy — Terni — for military reasons and three years later,
when the firm was on the brink of bankruptcy, proceeded to rescue it by order-
ing the Bank of Italy to print new currency. This was a limited — but expensive
— episode which represents just the beginning of state involvement in industry.
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2.1896-1918: This is the era of the first industrialization, a blend of the First
and Second Industrial Revolutions, and was based on the evolution of interna-
tional technology. Up until 1914 the international context played a strong role;
for Italy this meant new technologies, new demands, new entrepreneurial and
managerial capacities as well as new and original sources of financing (in par-
ticular, the remittances of emigrants). In this phase the main characters were
northern Italy’s entrepreneurs, but the state still played an important role with
protectionism, orders, subsidies to industry and also, once again, with a huge res-
cue — this time an entire sector (steel) in 1911. During the First World War, the
state was the main engine of industry. Its actions strengthened heavy industries
and conferred the phenomenon of a high industrial concentration in the so-
called ‘industrial triangle’ in the north-west between the cities of Milan, Turin
and Genoa. In the end, the war constituted the point of ‘no return’ for Italian
industrialization.

3. 1918-45: In this period, too, we have wars and industrial rescues. Of the
latter, especially important was the one of 1933, when - via the creation of IRI
(Istituto Ricostruzione Industriale) — the industrial shares of Italy’s universal
banks (Banca Commerciale Italiana, Credito Italiano and Banco di Roma) were
bailed out. Even if these years were very turbulent in Italy from an economic
point of view, important sectors of the Second Industrial Revolution were
developed and consolidated (chemicals, electricity and automobiles are good
examples). By the end of the Second World War, Italy was the only industrial-
ized country in Southern Europe.

4. 1945-70: Often referred to as the glorious years, this era represents the
definitive modernization of the country, when industry took over the role as
leader of the nation’s economy. In the 1950s and 1960s Gross National Product
(GNP) grew at an annual rate of almost 6 per cent. Italy became a part of the
Western economic community. It received help from the Marshall Plan and was
among the founding members of the European Common Market. Private big
business flourished, especially in the automobile sector thanks to Fiat, but the
area of state-owned enterprises also grew stronger. IRI was joined by ENI (Ente
Nazionale Idrocarburi) and in both state ownership was matched with an entre-
preneurial and managerial style more typical of private enterprise. New sectors
such as household appliances emerged and in this period it was possible to see
the passage from craftsmanship to industrial dimensions in various sectors.

5. 1970-90: These decades are often described as the period of Italy’s ‘failed
landing’ and limited recovery. At the peak of the ‘economic miracle’ in 1961,
Italian GNP reached a record rate of growth of 8.6 per cent; it seemed feasible
for Italy to become a first-rate economic power. Some scholars have outlined
its similarities with Japan: both as regarded the timing of the industrialization
process as well as the crucial role played by the state. The major difference, how-
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ever, is that Italy did not reach the world economic frontier; its main weakness
was linked to the political and institutional boundaries. Unlike Japan, in Italy
the state did not withdraw from direct economic activity but, instead, actually
increased its sphere according to social and political criteria. In addition, the
political side failed to come up with a proper legal and institutional framework
to favour the development and consolidation of big business.

Italy in this period had no anti-trust legislation, offered little protection for
investors in the stock exchange, failed to promote mutual and pension funds,
and suffered from ineffective banking legislation following the end the Uni-
versal Bank model in 1936. Furthermore, the government was not capable of
controlling and channelling the enormous social change that came about as a
consequence of the great economic transformation (primarily illustrated by
the massive migration of workers from the south to the northern regions of the
country). This kind of situation put big business in serious difficulty. The lack of
rules made recovery in the 1980s ephemeral.

Still, Italy in the 1970s was the Western country with the highest rate of
growth after Japan. How was this possible? It happened thanks to small busi-
nesses which in several areas of the country were organized into industrial
districts, those homogeneous territories that concentrated on the manufacture
of a specific product. In order to reach this goal, the firms of an industrial district
created a sophisticated division of labour: horizontal for separating and special-
izing production in different phases, and vertical since industrial equipment and
intermediate products used for the manufacture of goods were also produced.
Italy’s industrial districts were the humus for the rise of a ‘Fourth Capitalism)
meaning firms that are neither small nor big private or state-owned businesses.
At the end of the twentieth century in Italy there were 1,500 companies with
revenues between 150 million euro and 1.5 billion euro. They focused on a
niche, which was often global in extent. These firms were defined as ‘pocket mul-
tinationals’

6. 1990-2010: The past twenty years have been characterized by stagna-
tion and relative decline. In Italy, globalization has created some problems for
industrial districts and Fourth Capitalism because of much harsher competition
brought about primarily by the Asiatic giants, especially China. Still, these firms
continue to be the backbone of the Italian economy. At the other end, state-
owned companies, submerged by debts and liabilities, have been in large part
privatized. Overall, big business has definitely shrunk. Major companies like
chemical manufacturers Montedison and SNIA or Olivetti in electronics no
longer exist. Fourth Capitalism has many advantages but its weak points are also
evident. We see this when examining family businesses and the sectors where
these firms usually operate — consumer goods (products for persons and house-
holds) are not exactly frontier productions.
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Reflecting on Italian history, one feels the need to outline some macro-
determinants of entrepreneurship, including: 1. the evolution of the economic
environment at the moment of the nation’s political unification with its weak-
nesses as well as its strengths; 2. the actions of the state; and 3. stimulants of the
international economy which reflect on the dynamism of the domestic market.

As regards the first point, without a doubt Italy is a nation that — starting in
the seventeenth century up to the present day — has lost its economic world pri-
macy. It is also a country in which it is evident that there is a territorial dualism
between north and south that is very difficult to overcome. At the same time,
Italy is also a country generously endowed with technical skills, scientific and
cultural institutions, a cosmopolitan attitude towards trade, refined consump-
tion given its numerous small capitals and an agricultural system that over the
course of centuries has been able to accumulate resources and in which there is
room for initiative together with a hard-work ethic.’

Regarding the second point, the state’s actions, we must remember that since
Unification (let us remember Franco Bonelli, who defined it as ‘precocious State
capitalism’),® and especially since the 1880s, the state has been a very active
player, with its goal that Italy should catch up with the most advanced nations.
For this purpose, the state chose to pursue this strategy via the use of subsidies,
orders, protectionism and — a truly original element — four industrial ‘rescues’
over the course of fifty years (until the birth of the state-entrepreneur in 1933).

Shifting to the last aspect, I do not think that it is correct to define this as
globalization. Rather, I believe that we should take a Braudelian view of the
world economy with its concentric circles. In this vision, Italy is situated at the
periphery of the first circle (or, it can also be said, at the extreme limit of the
semi-periphery) but it is enough to reflect on what happened in the years that
Giorgio Mori defines as the ‘true Italian miracle’ (1896-1914), when entrepre-
neurs, technologies, capital in various forms, managerial know-how and strong
demand came to Italy from the outside world.”

Heritage

Scientific Knowledge, Technological Capacities, Workers’ Skills

In the first decades of the twentieth century, Giovanni Agnelli created the
nation’s largest industrial concern, Fiat (Fabbrica Italiana Automobili Torino).
Agnelli was one of a small group of noblemen, financiers, professionals and land-
holders in Turin who founded the firm. Unlike the others, however, Agnelli was
the first to understand that automobiles were not just a toy for the affluent but
represented a means of transportation that could be distributed on large scale
and eventually change our way of life. His intuition regarding mass production
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led Fiat to build up a vertically integrated firm — from foundries to the garages
where the automobiles would be sold.

In 1923, using hefty profits procured during the First World War, Agnelli
inaugurated Lingotto, Europe’s most modern automobile factory. All this was
possible thanks to the favourable conditions that surrounded Fiat at the time. In
fact in the last part of the nineteenth century we see the first signs of the various
elements that would favour the birth as well as the growth of the most impor-
tant automotive centre in Italy. The Piedmont region had along tradition in body
shops, going back to the sixteenth century when Italian manufactured carriages
were considered to be among the finest in all of Europe. Over time these shops
were able to adapt to new market demands, like those of the railways. Even a diffi-
cult economic period (like that which occurred between 1888 and 1895) did not
destroy the solidity of a metal machinery sector that was based not only on mili-
tary and civilian orders from the state (for example, the arsenal and the railway
plants) but also offered a breeding ground for an important nucleus of specially
skilled workers who could be found in the plants of companies such as Ansaldi,
Dubosc, Officine di Savigliano and Ferriere Piemontesi. With experienced work-
forces, these companies were able to supply some rather sophisticated products:
from high precision machine tools to motors, electrical equipment and special
casts in iron. Also of note is the fact that the financial downturn of the early 1890s
did not destroy the significant financial resources that were available for invest-
ment in secondary sectors. The strong future prospects of the automobile industry
did much to make sure that adequate funding was set aside. It is equally important
to understand the premises for the significant advances made by Turin’s indus-
tries in the first fifteen years of the twentieth century. The intellectual climate
of the time was dominated by positivism, which considered a cognizance of the
surrounding world to be a tool for realizing socio-economic progress. In Turin a
number of educational and cultural institutions played an important role in this
scenario as they were oriented towards favouring industrial development: institu-
tions like a laboratory for economic policy, professional schools and, most of all, a
polytechnic university. An equally important role was played by Turin’s political
leadership which from the outset of the twentieth century vigorously focused on
offering those elements which were most important for industrial growth: low-
priced sources of electric energy, an extensive rail network, low-cost housing for
workers and technical training. Turin’s first steps in the automotive industry go
back to 1895 when David Federmann started up an activity as commercial rep-
resentative of Daimler while Michele Lanza, a chemical industrialist, ordered a
vehicle from Fratelli Martina, a local firm which up to then had supplied machin-
ery for Lanza’s plant. These early attempts, while ephemeral, grew in number
until the end of the century. Almost always using foreign manufactured motors,
attempts to break into the auto industry were made by firms like Bender & Marty,
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bicycle manufacturer Luigi Storero, Carlo Racca (a lawyer) and engineers such
as Caramagna and Emanuel Rosselli. Even then, observers of the time could not
help but ask why Turin, rather than Milan, had transformed itself into the nation’s
most important centre for automobiles. Of course it was in this fertile terrain that
Giovanni Agnelli based his undertaking.®

If Turin’s polytechnic was a hive of technicians and managers for Fiat (and
this became especially visible following the inauguration of the Lingotto plant
when the company undertook an extensive hiring campaign), in the same way
Milan’s polytechnic showed itself to be an invaluable source for Lombardian
entrepreneurs in the electric industry.’

Although the race to secure guaranteed profit centres over the course of time
shows the entreprencurial limitations of a society not accustomed to competi-
tion, it is equally important to highlight Italy’s ability to put together important
technical and scientific resources that were capable of realizing complex engi-
neering projects such as the mountain plants that took advantage of artificial
lakes to provide a sure and constant source of energy. It was in this sense that
Milan Politecnico played a key role. The only independent institution in Italy’s
university system, the Politecnico took advantage of the support of local associa-
tions both private and public. The school was able to react quickly to the needs
of the new electric industry. Already in 1883 students were taught some of the
new applications made possible by electricity; the 1887-8 academic year pro-
duced the nation’s first graduates of electrical engineering. Among these new
engineers were Aldo Foscarini, who would eventually serve as technical director
at Edison, Angelo Sonda (future managing director of Socicta Anglo-Romana
per l'illuminazione) and Carlo Paolo Colti, who would go on to be appointed
the president of Societa Elettrica Bergamasca. A few years earlier the Politecnico
had also produced engineers who eventually played an important role in the Ital-
ian economy. These were people such as Ettore Conti, a key actor in Edison’s
expansion, and Giacinto Motta, who served as head of the same in the interwar
years.' In 1886 a generous donation from pharmaceutical industrialist Carlo
Erba made possible the creation of Istituzione Elettrotecnica (Electro-Technical
Institute) Carlo Erba inside the school of engineering. Over time the insti-
tute would actively advise businesses, developing services for testing, refining
and verifying new technological inventions for industrial use. In 1902, Cesare
Saldini, who was an instructor at the Politecnico after receiving his degree from
there, worked together with the Societd Umanitaria, a local cultural initiative,
to create an electro-technical laboratory. During the day the laboratory was full
of engineering students while in the evening the same classrooms filled up with
workers who had already studied electricity at the secondary level in the school
of Societa di Incoraggiamento di Arti e Mestieri (Association for the Encourage-
ment of Arts and Trades): the latter then went on to become some of the most
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sought-after workers in the industry’s principal firms. Finally, no history of the
technical schools and engineering universities of northern Italy would be com-
plete without mentioning one of its most important actors, Giuseppe Colombo,
who, together with Francesco Brioschi, established Milan Politecnico in 1863.
Colombo was renowned as a scholar, an entreprencur and a resourceful politi-
cian, as well as the force behind numerous cultural and scientific initiatives.

In fact, many of the characters who played an important role in the Italian
industrial scenario were engineers by training. This was the background of Gio-
vanni Battista Pirelli,"! one of Milan Politecnico’s most brilliant graduates. After
completing his studies, in 1870 Pirelli received a grant to travel to various areas
of industrialized Europe in search of a new sector that could be transplanted in
Italy. Ernesto Breda'? was also an engineer, who succeeded in transforming an
old machinery producer, Elvetica, into a firm that specialized in manufactur-
ing locomotives; as was Oscar Sinigaglia,” the big reformer of the Italian steel
industry who (for most of the first half of the twentieth century) fought for
a rationalization plan that would transform the industry into a major player.
Other engineers who would go on to play a key role in industrial Italy included
4

Guido Donegani,'* creator of Montecatini, the largest Italian chemical manufac-
turer, and Agostino Rocca," a follower of Oscar Sinagaglia. At the conclusion
of the Second World War, Rocca emigrated to Argentina where he created an
important multinational for the construction of big industrial plants. Adriano
Olivetti,' too, was an engineer by training. He did not limit his attentions to
the technical and organizational aspects of work, however. More than the oth-
ers, Olivetti understood that the factory was both a place of production and of
socialization and human achievement. For these reasons, Olivetti believed that
an entrepreneur’s viewpoint had to take into account the surrounding territory

and its problems as well.

Skills that Came from Afar

In 1824 the mayor of Recanati, a small town in the central Italian region of Le
Marche, replied to a questionnaire sent by the pontificial government asking for
information regarding the situation of the territory for which he was responsible.
The answers he provided were recorded by historians because the mayor in ques-
tion was Monaldo Leopardji, father of one of Italy’s most revered pocts, Giacomo
Leopardi. In his reply, Monaldo Leopardi mentioned above all the role played by
agriculture in the area, then referred to some commercial activities and finally,
almost as an afterthought, mentioned the minor activity of some artisans who
used ox horn to produce women’s decorative haircombs. Leopardi was of the
opinion that this was doubtless a transitional activity because it had as its basis
neither agriculture nor support from the state. But the mayor was wrongas a sim-
ilar activity exists even today. The ox horn used by the artisans was replaced with
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plexiglas in the 1930s thanks to the Guzzini family. The family had its origins as
sharecroppers and, starting in the early 1900s, would make small objects with ox
horn in the winter and in those moments when the demands of agriculture were
few. Over time the Guzzinis started producing not only hair ornaments but also
various household objects. Today the company employs more than 3,000 people
and its products are sold around the world.”

Le Marche had always offered a combination of sharecropping and village
industries scattered across many of the 220 towns and cities of the region which
today has a total of 1.4 million inhabitants, making the entire area less populated
than the city of Milan. The combination of these industries can be found in sec-
tors deemed important for the region such as shoes and musical instruments,
or in other activities such as agricultural machinery produced by Pieralisi'® in
the town of Jesi or white goods produced by Merloni,”” an international player
which has its headquarters in Fabriano. Le Marche is a region rich in social capi-
tal, as can be seen by the Istituto Tecnico (Technical Institute) in Fermo that
was created during Napoleonic times as a secondary school for technical train-
ing and which, over time, has become an incubator of entrepreneurs such as the
Benelli brothers? (manufacturers of motorbikes), Adriano Cecchetti?' (active
in numerous sectors from heavy machinery to agricultural machinery as well
as shipbuilding and railcars) and the previously mentioned Aristide Merloni,
who created a true dynasty in the household appliances industry. Just as Fermo
was important for the technical training offered to young people, the school of
pharmaceutical studies in Camerino also produced a number of entrepreneurs
including Francesco Angelini, who in the 1950s created a pharmaceutical group
bearing his name which continues to be among the most important in the indus-
try.

A tradition of refined consumers and widespread technical abilities are the
key elements to the success of ‘Made in Italy’ fashion. It was Giovanni Battista
Giorgini,” a headstrong gentleman from Tuscany who, starting in 1951 with
the fashion shows of Florence, brought Italian couture to the United States and
then across Europe. He is often seen as the inventor of ‘Made in Italy’. Giorgini’s
first attempts were met with mistrust but then consumers became enthusiastic
for the tasteful fashion items being produced in Italy. Via fashionable clothing,
Giorgini felt that Italian intuition would be rewarded by the international mar-
kets. Giorgini started his career as a buyer of tailor-made products that showed
creativity, fantasy, good taste and ties with both the Italian sense of tradition
as well as the artistic sensibilities for which the country is so well known. The
first ambassadors of Italian high fashion included important tailors such as Zoe
Fontana® and Elvira Leonardi.** Soon, however, new designers appeared on
the scene; people such as Giorgio Armani, Walter Albini® or Enrico Coveri*®
knew how to blend creativity with their expertise in fabrics and ability to estab-
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lish long-term relationships with producers. But ‘Made in Italy’ is not limited
to clothing. The concept spread to other sectors such as machinery and arms
manufacturing. Beretta,?” for example, is a dynasty which has been producing
shotguns since the sixteenth century; in the seventeenth century a large forge
was built in the region of Brescia. Over time, the forge helped to insulate the
firm from the periods of crisis that affected the manufacturers of weapons for
war; Beretta shifted its focus to hunting rifles. In the post-Second World War
period, Beretta expanded its product line; today its pistols are used by many
police departments in the United States.

This enlargement of the concept of ‘Made in Italy” helps explain the success
of Agusta,”® a machinery firm that has its origins in an area in north-western
Lombardy known around the world for its tradition of producing goods ranging
from motorbikes to helicopters. Enzo Ferrari,” too, was an eloquent interna-
tional ambassador of Italian products; the company which bears his name was
born in a district of Italy which seems to be based on speed. In fact one of Fer-
rari’s historical rivals, Maserati, also has its plants in the Modena area. Other
firms with a well-established international presence include food and beverage
manufacturers like Barilla,*® Buitoni,?! Ferrero® and Lavazza.*® In these firms we
find an ability to transform artisan-made items into goods for mass consumption
as well as a special talent for marketing, as can be seen by the advertising cam-
paigns which turned these companies into household names in Italy and around
the world.

The Challenge of Realizing Complex Projects**

In a somewhat forced move, in 1861 Italy became a unified nation. Therefore
the country does not really have a long tradition similar to what we find in the
United Kingdom or in France. Nor, as can be found in Germany, was there a
strong compact culture or a sense of national identity based on important states.
A long-standing institutional continuity and a strong bureaucracy are important
components for system that wants to embark on the realization of technologically
complex projects. This gap can be seen in the failures of the electro-technical sec-
tor in carly nineteenth-century Italy, in the experiences of Bartolomeo Cabella
and in the fact that a speciality chemicals industry never really established a hold
in Italy. To be successful, it would have been necessary to have a national system
of innovation with strong coordination between the state, businesses and sec-
ondary schools of specialization. This dilemma is even more pronounced in the
period following the Second World War. A good example is the field of electron-
ics which Adriano Olivetti had slowly and carefully built up in his Ivrea firm with
its specialization on office machinery. This time the state, which many times in
the past had intervened to rescue productions considered strategic, did not lifta
finger for the development of the electronics sector. Instead, coming to the res-
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cue of Olivetti in 1964 (which found itself in a moment of difficulty because of
the unexpected death of its founder) were four of the country’s most important
industrial firms and financial institutions: Fiat, Pirelli, Mediobanca and IMI. As
none of these firms had experience in the sector, they were convinced that the
electronics segment was holding back the company, so their first decision was
to sell it off to the American General Electric. Even more clamorous was Italy’s
experience in the field of nuclear energy. Euroatom — the United Nations agency
which promoted peace-time uses for nuclear power — had envisioned Italy as
the possible leader in Europe. But Italian policies for the sector showed how
uncoordinated things really were in the nation. In the 1950s three power plants
were constructed but each was built by a different firm (ENI, Edison and Finel-
ettrica) and each used a different form of technology. By the time the decision to
implement a unified policy for the nuclear sector was made and Felice Ippolito,
a well-respected scientist from Naples, was appointed as the person responsi-
ble for this, a battle (brought on by the lobbyists of the oil industry) broke out.
The oil companies feared that a unified policy would cut down on the amount
that they were supplying to thermo-electric plants as oil producers would not be
needed once nuclear power took off. They blocked the project by launching an
attack on Ippolito; though the accusations were quickly determined to be false,
it was enough to put an end to the project.

The Burden of the South

Without a doubt, over the past century there has been no lack of talented entre-
preneurs in the southern regions of Italy. For example, in the food industry
we find firms such as Divella®® (Apulia) and De Cecco® (Abruzzo), two pasta
manufacturers whose brands have been appreciated around the world since the
beginning of the 1900s. There are other sectors as well with important tales of
entrepreneurship — for example, Giuseppe Calabrese, based in Apulia and active
in the field of transportation, or Salvatore D’Amato,” an entrepreneur from
Campania who has established a reputation as one of the most modern as well
as technologically innovative firms in the packaging industry. Still, neither these
examples nor others to be found among small and medium-sized companies have
been able to pull all firms together into developing the south of Italy. Some of the
companies which made the attempt failed. A good example is Florio®® which, in
the second half of the nineteenth century, assembled an extensive group based
in Sicily that spread out into many sectors. This Italian “Zaibatsu’ reached its
peak in 1881 with the creation of Societa di Navigazione Generale (Society for
General Navigation) as a result of the merger with the Genoese shipping line
Rubattino. The Italian colossus was, however, essentially based on a concession
in the postal services monopoly; much criticized, by the end of the century the
whole firm was declared a failure. In addition to its activities in this area, Florio
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also produced an outstanding wine (Marsala), supported tuna fishing, owned
a sulphur mine and had begun activities in the steel sector. But the privileges
attained from the monopoly in maritime activities were actually an obstacle to
a modern and attentive form of management: while the profits reliably arrived
on a regular basis, the process of investing in the modernization of a quickly
antiquated system was much slower. In 1893 only 34 of the 103 streamers owned
by Florio were less than 20 years old while another 32 vessels were more than 30
years old. In the course of a few years, the company entered into a downward
spiral that could not be stopped.

The attempts of other southern Italian enterprises to grow in the period
between Unification and the Second World War also had a bitter ending. One
example is Bruno Canto Canzio’s firm, Manifatture Cotoniere Meridionali.®
At the eve of the Second World War, the biggest economic power in the south
was SME (which operated in the electricity sector), but most of the merit can
be attributed to the fact that the company had an extensive international net-
work and could count on the involvement of a group of foreign investors who
supported this initiative of Maurizio Capuano® and Giuseppe Cenzato," two
business leaders who were also somewhat ‘distant’ from the industrial fabric of
southern Italy. In reality, the industrial firm of southern Italy which benefited
from important state support was Ilva, which as a result of the 1904 ‘Naples
legislation’ was able to construct the Bagnoli steel plant. Ilva’s Bagnoli stayed on
this path but the firm never really took off and simply survived by special financ-
ing and orders received from the state. This was a policy that revealed itself to
be a failure and which pushed southern Italy ever further from being connected
with the rest of Europe, eventually even putting into question the idea of a truly
unified nation.

The Role of the State

Patriotism and Business

The actions of the state are the second macro-determinant of Italian entrepre-
neurship. From Unification up to the First World War, examples of entreprencurs
who have state actions as their reference point emerge; there is an evident con-
fusion between patriotism and business. Let us take, for instance, the case of
Pietro Bastogi, a revolutionary patriot when he was young (he was very close to
Giuseppe Mazzini, one of the leaders of the Unification movement) but who
became increasingly moderate in later life, leading a family firm that was active
in trading and banking. He was an authoritative member of the right wing and
was appointed minister of finance in the first government of a unified Iraly led by
Camillo Cavour. In 1862 Bastogi foresaw the great opportunity of his life: con-
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structing the railways between the cities of Ancona and Brindisi on the Adriatic
coast and another line between Naples and Foggia (effectively linking the east
coast with the west coast), thereby forming a skeleton for the railways in south-
ern Italy. The government had assigned the operation to the Rothschilds but
Bastogi, taking advantage of the ardent patriotism of those days (this was a period
when Garibaldi wanted to conquer Rome and take it back from papal domina-
tion at any price), succeeded in convincing Parliament to reverse its decision. He
declared that he had assembled what today we would define as a network of Tral-
ian capitalists, raising a sum considered enormous at the time — 100 million lire.
In reality, it was later discovered that the majority of the capital was French, that
one of the major sharcholders of the new company was also the president of the
parliamentary commission which made the decision and that Bastogi himself
— by acquiring the rights to subcontract work — would earn the considerable sum
of 14 per cent of that allocation. The episode was the first economic-financial
scandal in the history of a united Italy. Bastogi left the political scene for a short
while but quickly returned without any problems and as a main actor, maintain-
ing the management of his company Le Strade Ferrate Meridionali.”?

In a certain sense the story of Vincenzo Stefano Breda is similar. He, too, was
a patriot and politician as well as a leader of one of the most important Italian
companies: Societd Veneta di Costruzioni, the major national operator in the
field of big public works. The government entrusted Breda with building the
first important Italian industrial initiative, the steelworks in Terni, for which
subsidies and protection were granted. Terni was assigned the production of the
steel needed for constructing battleships. Breda grabbed the opportunity and
tried to go beyond state support with a project that was difficult (but brilliant)
and that would make Terni the most important Italian steel producer. Neverthe-
less by 1887 the company was on the verge of bankruptcy for lack of technical
sophistication, for the difficult economic situation and also for clear adminis-
trative irregularities. Breda had entrusted Terni with a foundry that he owned,
assigning it a higher value that its actual worth. He probably utilized state funds
to solve the precarious situation of Societd Veneta, trapped in the economic cri-
sis of the late 1880s. Breda went on trial but, before a decision could be taken, he
was appointed senator and this meant that he could only be judged by a special
court. For that occasion the Senate transformed itself into a high court of justice
and absolved Breda (probably because a great part of the ruling class identified
itself with a project that wanted to give the country the raw materials, the steel,
indispensable for any initiative of foreign policy).” Terni was then bailed out
by the National Bank which, in order to raise the funds, resorted to printing
money.

Equally close to the state were Ferdinando Maria Perrone and his sons, Mario
and Pio. The family owned and managed Ansaldo, a large corporation in Genoa
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with a production line that went from locomotives to battleships. The Perrones
could not help but be attentive observers of the system: in the early part of the
twentieth century, the state would often advance a manufacturer up to 144 per
cent of the cost of its supplies. It is evident that pressure on public powers was a
decisive part of their entrepreneurial action, so much that they purchased news-
papers and specialist magazines, hired high-ranking officers of the navy, tried to
put faithful functionaries in the diplomatic posts and paid political figures for
alleged consulting projects.*

These ambiguous situations should not hide the fact that significant results
were obtained. Even if Bastogi’s behaviour was hardly orthodox, three years
after the founding of Strade Ferrate Meridionali, the railway segment Ancona—
Brindisi had been completed. Notwithstanding various tribulations of Breda at
the beginning of the 1890s, Terni had gained the status of a modern steel fac-
tory that was able to offer a wide scope of production lines. Similarly Ansaldo
was able to initiate a courageous programme of vertical integration to deliver a
ship ready for combat. The British partners, Armstrong, thought that Perrone’s
project was crazy but, in 1913, the German military attaché expressed his admi-
ration for the Genovese naval shipyards at Ansaldo.®

The Negotiators

It is possible to single out another segment close to the typology outlined: those
who pursued big dimensions or diversified production so as to place themselves
in a position of major bargaining force with the political power. Probably the
person who best represents this type of character is Arturo Bocciardo. Leader of
Terni after the First World War, a difficult time for the steel industry, he moved
the company into electric and electrochemical productions. Still, Bocciardo did
not dismiss the original core sector so that he was able to make an agreement
with the government, exchanging a ‘patriotic sacrifice’ for preferential tariffs in
electric supplies and a solid position in the chemical cartels that were regulated
by the government.* Bocciardo is not an isolated case. It is enough to remember
the leaders of the steel trust” at the beginning of the century or the leaders of the
most important chemical companies in the 1970s.%

Another entrepreneur experienced in negotiating with the state was Guido
Donegani, the leader of Montecatini.’ He chose to invest the fabulous prof-
its Montecatini accumulated during the First World War in the mining sector
(pyrites and sulfites — essential components of explosives — and copper that was
used for bullets) into an operation of forward integration in the chemical sec-
tor. In 1920 he was able to realize his objective, taking over Unione Concimi
and Colla e Concimi, the two most important Italian producers of fertilizers. In
any case, his most important accomplishment in the chemical field of the 1920s
was the production of synthetic nitrogen via the innovative Fauser method that
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functioned by utilizing only the ‘autarchic’ ingredients of water, air and elec-
tricity. Montecatini invested an enormous amount in constructing hydroelectric
power plants for the production of synthetic nitrogen and needed to hinder the
Italian farmers’ consumption of nitrogen fertilizers imported from Germany in
order to control the vital domestic market. Inevitably Donegani ‘signed a pact
with the devil’ (Mussolini), when he asked for the creation of fierce protectionist
measures. In exchange, Donegani was compelled by Mussolini to make a series
of rescues (dyestuff producer Acna, mining company Montevecchio and compa-
nies involved in Carrara marble) and to keep obsolete productions alive for the
Duce’s autarkic objectives.

Italian Samurai

Nevertheless, at the beginning of the twentieth century figures of entrepreneurs
who appear to be disinterested also emerge. These were entrepreneurs who, in a
certain sense, even if they were external to public administration, could be quali-
fied as real state servants.

Let us take the case of Oscar Sinigaglia who, while very young (he was sev-
enteen at the time), effected an incredible turnaround of the almost bankrupt
family company that traded steel products. Immediately after, Sinigaglia drafted
a brilliant project of rationalization of the Italian steel sector. His project was an
alternative to the rescue outlined by the Bank of Italy for the industry in 1911,
a project that had envisioned the formation of trusts and cartels, crystallizing a
productive apparatus that had been ineflicient and irrational. Sinigaglia, who
enrolled himself as a volunteer at the onset of the First World War, donated his
company to the state. He was engaged in industrial mobilization, an agency that
supported the Italian military effort during the war. In the post-war period he
flanked the poet and nationalistic leader Gabriele D’Annunzio in the military
enterprise of bringing the Istrian town of Fiume (now Rijeka) inside the borders
of Iraly. Sinagaglia would spend the rest of his life in various states of fortune
but was finally successful in solving what he saw as the central question of Italy’s
economy — the steel problem.*

Alberto Beneduce, the creator of the state-owned holding IR, represented
— in an even more apparent way — the figure of the civil servant entrepreneur.
Beneduce, born in 1877 in Caserta near Naples, collaborated with and followed
Francesco Saverio Nitti, a politician born in the deep south of Italy who envi-
sioned the industrialization process as the only way to solve the problems of his
native area. After the First World War, Beneduce worked to make Nitti’s ideas
a reality, founding two financial institutions (Crediop and ICIPU). Thanks to
a system of bonds guaranteed by the state, these institutions were able to fund
the big projects necessary for the electrification of the south. It was the same
system that Beneduce used to finance IRI, born after the very serious crises of
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the Iralian universal banks in the early 1930s. Beneduce, accused by some histo-
rians of short-term vision and substantial support to big private capital, in reality
oriented his actions on the basis of some precise ideas. First of all, the state was
expected to assume its responsibilities as an owner, not underselling the share-
holders acquired to private business leaders. It was a strong position that shows
up in various episodes of IRT’s history but the subsequent step did not bring him
to pursue the nationalization of the economy. Together with state ownership,
Beneduce expected that there should be an entreprencurial and managerial style
able to compete in the marketplace. In those sectors and companies where private
capitalism had failed, Beneduce entrusted IRI’s properties to the ‘right hands’ of
manager-state entrepreneurs such as Rocca, Cenzato and Reiss Romoli.!

A third example of Italian ‘samurai, scen as entreprencurs who were sin-
cerely patriotic and provided disinterested and essential services to the state, was
Enrico Mattei, 2 man new to the scene. Mattei quickly became an important
protagonist in the years of the Italian ‘economic miracle’ Immediately after the
Second World War he transformed a state-owned company, AGIP, which had
been created by the Fascist government in 1926 in order to guarantee a supply
of oil for the country. Head of the Catholic partisans, Mattei came to AGIP as
Commissaire in 1945 and, instead of shutting it down as had been requested,
chose to keep it alive and made it even more powerful, in 1953 founding ENI
(Ente Nazionale Idrocarburi), the second public holding after IRI.> Mattei gave
new focus to oil drilling in the Padana area and launched the construction of a
network of natural gas pipelines to take advantage of methane gas in the area;
ENI also financed research in the area of nuclear power. Under his guidance,
ENI negotiated important drilling concessions in the Middle East as well as an
important commercial agreement with the Soviet Union. These were initiatives
which contributed to breaking up the Seven Sisters oligopoly which dominated
world oil production at the time.

The Crisis of the State as Entrepreneur

After 1960, the state as entreprencur underwent boundless expansion with few
limits on the actions of IRI and ENI as well as two other state-owned hold-
ings, EFIM (engineering and glass industries) and EGAM (mining). The growth
of the state as entreprencur was not based on economic criteria but, rather, on
objectives for increasing employment, gaining consensus and procuring votes for
the parties of the governmental coalition. In this way the state not only opted 7oz
to privatize companies that could very well have been put back on the market
but it also chose to inzcrease its area of intervention.

The consequence was the crisis and defeat of the state entrepreneur and of
the heirs of people like Beneduce and Sinagaglia. A major turning point was in
1956 with the creation of the Ministry of State Shareholdings through which
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a real chain of command was created. At the top was the minister and, below,
the superholdings IRI and ENI, the sectorial financial holding and finally the
companies themselves. In reality, when the Ministry was created it was a puppet
in the hands of Enrico Mattei and the other most important state entrepreneurs.
But property rights have their own weight; when the economic situation became
more difficult in the second part of the 1960s the chain of command showed all
its effects and limitations. Now politicians were in command and they looked for
consensus while imposing their choices on the heads of the various holdings.

In this respect, it is interesting to examine the case of Alberto Capanna,*
a state entrepreneur who in some ways embodies the opposite of Sinagaglia’s
heritage. Capanna, too, came from a long experience in the steel sector but he
was much more in tune with the desires of the political powers. First as CEO,
then as chairman of Finsider (the holding that controlled IRI’s steel companies),
he fought for the continuous enlargement of the operations in Taranto (by the
late 1960s Italy’s largest steel plant), putting the focus on mass production with
very low added value. In this market, the Italian integral cycle plant stood little
chance of competing with Japan and other emerging countries. Capanna fiercely
opposed plans for restructuring Finsider and succeeded in preserving it both in
its role of financial holding as well as headquarters for operative companies. He
defined himself as being a navigator of the short distance between the rocks of
the political and union powers. His years as leader marked the beginning of the
end of IRI in the steel sector. In 1988 — with 25,000 billion lire of debts — Fin-
sider found itself bankrupt.

Influences from Abroad

From Unification to the First World War

At the beginning of industrialization in Italy, between the end of the nineteenth
century and the beginning of the twentieth, one of the most decisive elements
was the country’s openness to stimulants that came from the international scene.
In concrete terms, this meant being able to reach rich markets, acquire new
technologies and import cutting-edge business concepts. The latter appeared in
new organizational and entreprencurial factors as well as the appearance of new
actors such as the Universal Banks based on the German example, together with
enormous flows of new financial resources thanks to the remittances of Iraly’s
numerous emigrants scattered around the world. In the period between Unifica-
tion and the First World War, we find three entrepreneurs who are especially
representative of the ability to follow up quickly on stimuli from abroad and
their application to internal markets: Alessandro Rossi, Giovanni Battista Pirelli

and Giorgio Enrico Falck.
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Rossi, a wool producer from Schio in the Venetian region, was the most
important Italian industrialist in the first post-Unification years. He was one of
the great advocates of the protectionist tariffs of the 1880s. In fact, he affirmed
that the ideology of free trade was nothing more than protectionism of the
strong nations. But, notwithstanding all this, Rossi’s rise was due to his travels
abroad, to his capacity to grasp technological innovations as they were at the
frontier and integrate them into his long-term view in building a modern factory
with the right size by utilizing the most advanced legal corporate set-ups (joint-
stock corporations, for example).>*

As mentioned earlier, after finishing his studies at Milan Politecnico, Pirelli
received a grant to make a grand tour in Europe with the aim of searching out
new industries to be brought back to Italy; he identified rubber. The company he
founded in 1872 which bears his name certainly did not disdain state orders like
those for submarine cables or for telegraph wires that came from the navy and
Ministry of Military Infrastructures. But Pirelli quickly jumped into interna-
tional competition and rapidly created a multinational enterprise with factories
in Spain, in South America and even in the heart of world capitalism — the
United Kingdom.>

Finally, I want to mention Giorgio Enrico Falck, a third-generation member
of a steel dynasty with Alsatian origins. In 1906, he set up Acciaierie ¢ Ferriere
Lombarde in Milan. Falck did not produce only those big products associated
with steel that the state wanted. Instead, he looked carefully at the needs of the
local market and urban infrastructures, at a civil and industrial housing in strong
expansion, at a flourishing engineering industry. Falck did not build the very
expensive integral cycle steel plants; production was based on scrap iron so that
it was possible to utilize more and more the electric oven, a technique that guar-
anteed an increased flexibility.*

After the Second World War

After the Second World War, Italy actually got into the Western market econ-
omy thanks to some good decisions by political figures such as Alcide De
Gasperi (prime minister between 1945 and 1953) as well as Cesare Merzagora
and Ugo LaMalfa (both ministers for foreign trade in the carly 1950s). Their
choices advanced both the nation’s position as well as the entreprencurs them-
selves who were frightened by international competition and in many cases
preferred the protection they had enjoyed during the years of Fascism. Probably
the best example of these important choices of Italy’s political forces was the
fundamental decision to join as a founding member of the European Common
Market. In 1953 the other nation members of the Common Market — Western
Germany, France, the Netherlands, Belgium and Luxembourg — accounted for
a 20.7 per cent share of Italian exports. By the end of that decade they repre-
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sented more than 35 per cent, eventually reaching 40 per cent in 1966. Above
all, Italy exported finished industrial products whose total incidence was more
than 60 per cent in 1961. The country enjoyed an especially favourable position
in industries such as automotives, metallurgy and new sectors like that of house-
hold appliances.

Furthermore the assistance received from the United States via the Marshall
Plan permitted the technological renewal of large enterprises. Finsider imple-
mented a plan designed by Oscar Sinigaglia; it envisioned the building of a very
modern steel plant near Genoa that was endowed with continuous rolling mills
— an American technology bought with Marshall Plan funds - for the indispen-
sable production of durable consumer goods, the specialization of the other two
integral cycle centres (Piombino for rails and Bagnoli for large sheets of steel)
and the closing of obsolete factories. Thanks to Sinigaglia’s plan the Italian steel
industry moved from ninth to sixth position in the world.””

Vittorio Valletta, the manager who assumed the leadership of Fiat after the
death of Giovanni Agnelli, was equally able to grasp some of the opportunities
brought about by the Marshall Plan. Valletta envisioned the Americanization
process of the Marshall Plan as something more than a means to oppose the
advancement of Communism. For Valletta, this was a chance to create a new
world of mass production and mass consumption, to elevate living conditions in
order to eliminate the harsher aspects of class struggle. Indeed, he reached this
goal thanks to the aid obtained via the Marshall Plan. Fiat was able to increase
production tenfold over the course of fifteen years (from 100,000 in 1950 to one
million in 1965).8

Similarly internationally oriented was Adriano Olivetti. At the end of the
1950s he led a multinational company with 50,000 employees and branches
around the world. Olivetti pursued a very audacious move — taking over Under-
wood, a major American producer of office equipment and assuring Olivetti’s
front-row seat in the global marketplace.>

Enrico Mattei, too, understood the necessity of internationalization — at
least in the field of oil sources since Italy was very poor in this component so
essential for an industrial country. This was why he chose to pursue a very risky
international policy favouring oil-producing countries. Mattei was paid for his
choices with strong hostility from the major oil companies as well as some West-
ern governments. In the end, his own life was put at stake. It is believed that his
death in an air crash in October 1962 was probably caused by sabotage.®®

In the 1950s other new characters of Italian industry come forth including
some white goods producers. In Italy, the household appliances industry did not
exist before the war. Craftsmen like Giovanni Borghi,*" Eden Fumagalli®* and

63

Lino Zanussi®® were ready to exploit the domestic as well as the international

markets where they directed an important segment of their production.
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From Districts to ‘Pocket Multinationals’

A third phase of internationalization for the nation was apparent in the 1970,
when the conditions of the Italian domestic market were unstable given eco-
nomic and social turmoil. In this phase the importance of industrial districts
emerged. Each was dedicated to a specific production structured according to
a very sophisticated division of work. Not only were they involved in various
phases but they also manufactured the equipment and the intermediate prod-
ucts necessary for producing the goods manufactured in the industrial district.**
Several dominant enterprises emerged. They cannot be defined as big business,
either public or private, but neither can they be classed as small business when
we realize that around the end of the century there were 1,500 companies with
revenues of between 150 million and 1.5 billion euros active in Italy.

These firms have been defined as a ‘Fourth Capitalism’. Their competitive
advantage was the ability to put together exceptional crafts skills and equally
careful attention to the market with a capacity to create international networks.
This is the story of the Benetton family (clothing) and Leonardo Del Vecchio
(eyewear) and, more recently, of Diego Della Valle (shoes). This so-called Fourth
Capitalism did not emerge from industrial districts, but remains a part of them,
such as in the case of Ratti, with its origins in the silk district of Como, or Zegna
and Loro Piana which their ties to the wool manufacturing district of Biella. A
number of these protagonists began their activity after the Second World War,
such as Catelli (Chicco products for children), Fossati (Star, food manufactur-
ers) and Ferrero (chocolate).

The ties with the world market are evident in various cases such as the pro-
ducers of ceramic tiles in the Sassuolo area or chemical companies like Mapei.
They also can be seen with other companies, such as suppliers for the automobile
sector like Giorgio Bombassei, the owner of Brembo, originally a small mechani-
cal workshop which, by supplying clients such as Alfa Romeo, has become one
of the most important producers of disk brakes.®

A Community of Entrepreneurs

In the end, it is possible to say that not only today but also over the entire course
of Italy’s history from Unification onwards, when we think of entreprencurs we
observe a great liveliness and variety. There are entrepreneurs oriented towards
the technical side and others who are pioneers. There are those who look at the
social context and political engagement. There is a rich tradition of state entre-
preneurs and others who have turned bargaining with the government into a
formidable tool. We have manager-entrepreneurs but we have also entrepreneurs
who are owners and we have both managers and owners who have Schumpe-
terian dimensions and vigour. We have entrepreneurs of mid-size firms, those
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whose companies we have defined as Fourth Capitalism whose origins — even
if today they are well-known names — can be traced over the entire historical
period examined in this paper.

A few years ago, as we prepared the Biographical Dictionary of Italian Entre-
preneurs, we observed that, while greater numbers of entrepreneurs can be found
in the northern part of Italy, the south was not dormant. In this region we can
find entreprencurs such as Giuseppe Calabrese in Apulia, who operated in the
transportation sector, Liborio Vincenzo Callia, who made furniture in Basili-
cata, and Salvatore D’Amato, a leader in the packaging industry who was based
in Campania.

In addition, the history of Traly is full of examples of simple people who wake
up carly in the morning and start working with great earnestness; these are the
entrepreneurs that I collocate in the category of ‘alertness. We also should not
forget those who seized occasions like Angelo Luigi Colombo who, in post-First
World War Milan, manufactured pipes for various uses, Antonino Giuffre, a
Sicilian student at Bocconi University in the 1920s whose career in publishing
had its origins in selling class notes to other students, or Franco Angeli, who did
something similar in the 1950s. Another example is Giuseppe Battista from the
southern region of Molise who, starting in the 1860s, moved from flour mills
to manufacturing macaroni and from there to a tannery and to a mechanical
plant thanks to the help and involvement of his eighteen children. If we venture
north, we also find Domenico Dalle Case in the Trentino region, who was active
around 1900 in different sectors and finally consolidated in manufacturing con-
struction bricks. But more examples come to mind if we think also of fashion, of
high technology, of the gigantic plants of protagonists such as Giovanni Agnelli
and Enrico Mattei.

Drawing to a close, I want to modify slightly the Fascist slogan which por-
trayed Italians as being a population of ‘heroes, saints and navigators’ by adding
‘entrepreneurs. In my opinion, enterprising attitude is a raw material that is
abundant in this nation. It must be promoted and allowed to develop. At the
same time, it needs to be disciplined and channelled into a system of rules and
institutions so that it can be of benefit to all.

Appendix

The Biographical Dictionary of Italian Entrepreneurs (BDIE) was started in
2001 under the sponsorship of Enciclopedia Italiana Treccani. At the time, a
related series, the Biographical Dictionary of the Italians, had already published
200 entries about entrepreneurs but that series had only arrived at the letter ‘G’
When BDIE started, it was decided that one-third of the entries from the old
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dictionary were completely obsolete, one-third needed significant revisions, and
one-third could be published with minor updates.

An editorial board was set up for BDIE, chaired by Franco Amatori (Bocconi
University) and Mario Caravale (University of Rome), who was also editor of
the larger dictionary. Other members of the editorial board were Giuseppe Berta
and Andrea Colli (Bocconi), Augusto De Benedetti (University of Bologna),
Giuseppe Pignatelli (Enciclopedia Italiana) and Luciano Segreto (University of
Florence).

For BDIE, entreprencurs were defined as ‘those who allocated resources at
a maximum level of a company regardless of ownership’ For inclusion in BDIE,
those chosen were to be considered relevant for national or local history. It was
decided to include successes as well as failures (and honest as well as dishon-
est actors). Fundamental was the availability of wide and critical sources; facts
mentioned in the entries had to be documented. The entire work was designed
to be representative of all of Italian entreprencurial history — by geographical
areas, by sectors and by typologies. All of Iraly’s regions were considered and it
was also decided to single out special categories such as bankers, traders, tech-
nicians, women, fashion and movie industries, and managers of state-owned
enterprises.

BDIE’s organization was structured on a network of decentralized trustees
responsible for regions or categories. Each region or category was assigned acer-
tain number of entries. The intention was to arrive at a total of 1,000-1,100
entries. Each trustee was asked to propose twice the number of possible entries
for the region or category so that a selection could be made of the 50 per cent
considered to be the most representative of that group. Within the selected
groups, entrepreneurs were divided into three categories: for the first, entries
were to be no more than 8,000 words; for the second, no more than 5,000
words; and entries for the final group were much shorter (no more than 2,000
words). It was decided to include only entrepreneurs who were no longer alive
and who had operated in the period between Italy’s unification and the begin-
ning of the twenty-first century. The decision to represent all the regions of Traly
meant sacrificing thorough coverage of the most industrially advanced regions.
For instance, Lombardy as an average represents 25 per cent of Iralian GNP but
only 170 entries for entrepreneurs from the region were accepted. Manufactur-
ing or industry took the lion’s share with almost 70 per cent of the entries. A
little less than 5 per cent were from agriculture and slightly less than 4 per cent
from commerce. Bankers and financiers represented slightly more than 10 per
cent.

Of the entrepreneurs chosen, 351 were basically active between the years of
Unification and the First World War, another 377 in the period between the
two wars, while 299 came forth in the final half of the twentieth century. The
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remaining 94 could not be classified according to these criteria. The authors
were supplied with a checklist of items for consideration:

1. Family origins and education.

2. Significant incidents that brought the individual to entrepreneurial activ-
ity.

3. Strategy and structure (but with relevance to the specific context).

4. The entrepreneur’s specific and detailed position in a wider framework
(without placing more emphasis on the framework than the individual him-
self).

5. Quantitative benchmarks.

6. Political vision or action as well as the entrepreneur’s relationship with the
social context.

It was suggested that some living entrepreneurs be included but they were
not because of the conviction that it is impossible to evaluate an individual still
in the position of making strategic choices. However, since the editorial board
was aware of the latest wave of entreprencurship in Italy in the past 30 years,
plans were made for an eventual fourth volume made up of 300 brief entries
dedicated to new enterprises which had emerged more or less in the last three
decades of the twentieth century.

The BDIE initiative was suspended in 2004 for budgetary reasons even
though the project — with close to 600 entries completed — had arrived up to
the letter N. Today business historians can consult the pre-print versions which
are available in the library of Bocconi’s economic history institute. It is the hope
of Italian scholars that some day the project will resume once funding has been
secured to complete the work.






2 ENTREPRENEURIAL TYPOLOGIES IN A
YOUNG NATION STATE: EVIDENCE FROM THE
FOUNDING CHARTERS OF GREEK SOCIETE
ANONYMES, 1830—-1909

lIoanna Sapfo Pepelasis

Introduction

This essay examines entrepreneurial typologies in Greece, a latecomer economy,
between national independence in 1830 and 1909, a landmark year regard-
ing state formation and the empowerment of the bourgeoisie.! The analysis
is based on the collective body of Société Anonymes founding charters* and,
following Foreman-Peck, the formation of new companies is perceived as an
outcome of entrepreneurial initiatives.” This methodological approach offers a
unique opportunity to conceptualize the general contours of entreprencurship
in Greece® because until now no equivalent database has existed for other types
of business start-ups.

The core questions addressed in this essay are: who were the protagonists,
the builders of the Société Anonymes? Are theoretical typologies appropri-
ate for ‘classifying’ entreprenecurial action? Was there economic agency in the
nascent ‘corporate’ sector?> Was incorporation cut off from traditional forms
of business organization? The analysis opens with a very brief survey of Greek
economy and enterprise during the period under review. Emphasis is laid on
the coexistence, during this time of deep transition, of imported institutions
and the legacies of the pre-independence past. Awareness of this duality is a
necessary starting point for the historical exploration of entrepreneurial typol-
ogies.

—-33 -
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Economy and Enterprise

When Greece won independence from the Ottoman Empire in 1830, it was an
economically devastated land striving to catch up with the West. Although it
was the cradle of Western civilization, for over a millennium it diverged cultur-
ally as a result of the impact/legacy of Byzantium and Ottoman subjugation.®
Hence, in contrast to the West, private property rights were initially weak in the
newborn Greek state. The latter was also in the peculiar position of being small
in size while the majority of Hellenes continued to live outside its borders.” By
1909 progress had been achieved on many fronts. The territory was much larger
and Greece had made the transition from a backward and peripheral agrarian
province of the Ottoman Empire to a modern nation state with a parliamentary
monarchy. It had a steadily rising bourgeoisie, the elite of which was dominated
by Westernized Greceks of diaspora origin. Its legal system provided a clearer
framework for property rights and on the economic front it had a higher real
per capita income,® an industrial core and a more open economy.’

Within this milieu of macro-changes and the rise of a ‘mercantile’ type
of capitalism, there were important continuities in the political economy of
Greece.'” As in the past, the majority of enterprise was in commerce and ship-
ping. Owoyevelokpatia (familiocracy) was widespread and most firms were
small, if not tiny single proprietorships or (in)formal partnerships.'’ Entrepre-
neurs managed risk and capital scarcity through short-termism, a limited degree
of specialization and multiple ventures with diverse partners from family- and
community-based networks. A successful business person would, at any point
in time, be involved in numerous short-term commercial partnerships, some of
which were set up only for one specific transaction.'” Moreover, although each
large entreprencur would be practically in full charge of a ‘personal’ firm, he
deliberately avoided having exclusive ownership in his hands. For example, even
in shipping where there was large capital accumulation, wealthy shipowners did
not have 100 per cent ownership in any one of their vessels. This was a result of
prudent diversification and strategic economizing of capital for other opportu-
nities."?

Finally, the divide between the spheres of business and state administra-
tion was not clear as, from the early years following the War of Independence,
public officials did not rely on their salaries alone for a living. For example, one
prominent military officer, Vassos Mavrovouniotis, was also involved in some
commercial activities.'t

It was within this mixed environment that the Société Anonyme was trans-
planted in Greece. The innovation of this joint-stock type company (henceforth
SA) was introduced to post-independence Greece in 1835, through the formal
adoption of the 1807 Napoleonic Commercial Code. In terms of capital accu-
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mulation the SA was a significant force in the economy during the period under
study, as the registered capital of SAs was at least equivalent to 16.6 per cent of
non-agricultural Gross Domestic Product.”® In brief, the SA was a technology
transplanted into a society in transition, in which the traditional and the mod-
ern coexisted and developed multiple ‘synergies’ between them.

The Protagonists: Company Founders

The known founding shareholders of the 303 SAs established during the period
under review comprised a mosaic of around 7,000 natural personae, 200 busi-
ness firms, 15 banks and less than 10 public bodies."®

The first category, natural personae, consisted basically of male members of
the elite, the majority of whom were already well-established business persons
prior to their undertaking of entrepreneurial initiatives in the nascent corpo-
rate sector. Many founders would declare in the company charter that they
were merchants, merchant-entrepreneurs (involved simultaneously in shipping,
money-lending or tax-farming) or merchant-landowners. Although founding
shareholders often put next to their name the occupation Tlandowner; a good
number of them were truly merchant entrepreneurs whose landed estates were
a spin-off from their other business activities but who described themselves as
landowners for reasons of prestige.

Despite the strong presence of the mercantile classes, the body of founding
shareholders also included various categories of craftsmen and petty traders.
Over time, however, the composition of company founders evolved and, from
1870 onwards, there was a growing core of enterprising professionals such as
bankers, engineers and chemists. Usually Western-educated, these technocrats
were often scions of first-generation merchants.

Throughout the period under study, members of the non-business elite could
also be found among company founders: the occasional lawyer, notary, pharma-
cist, headmaster, university professor, mayor or other high-ranking civil servant,
as well as descendants of ex-Ottoman local officers and dignitaries. There were
also some politicians, for example Theodoros Deligiannis, who as minister of
foreign affairs was a cofounder of the marine insurance SA I Agyra (est. 1869).
There is also the example of the War of Independence hero General (Yiannis)
Makriyiannis, who was among the first sharcholders of the National Bank of
Greece (est. 1841). The involvement of such public figures in incorporations
may have been a career choice or a form of valuable political protection needed
by business.!” The opposite facet can also be seen, whereby leading company
founders — or their close relatives — involved themselves in politics, often as a
way of consolidating links and lobbying power that could protect them from
political interference or threats. Through this strategy, business in the emerging
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corporate sector may have compensated in part for the absence of institutional
protection of property rights.

The banker entrepreneurs Andreas Syngros and Stephanos Skouloudes were
only two of the elite members of the mercantile diaspora who were SA company
founders. Other prominent figures were Theodoros Vlastos, Grigoris Kouppas,
Stephanos Franghiadis and the banker Ioannis Pezmazoglou. In contrast to the
diaspora, which claimed many names among company founders, there were very
few Western European businessmen. In the carly years, the latter would usually be
merchant entrepreneurs domiciled in Greece, for example the German Theod-
ore Hamburger who lived in Patras. Later, foreign businessmen who participated
in SA start-ups were basically bankers or railway tycoons who resided outside
Greece. One such businessman was Baron G. de Reuter, who was a cofounder in
the railway company Eraireia Ellinikon Sidirodromon (est. 1902).1

Finally, a discussion of natural personae would be incomplete without a few
words on female SA company founders. These mostly involved ladies of the elite
who were acting in the interest of their families. Almost always, they operated
in consort with male relations and with the exception of widows they did not
display much individual agency."”

The second largest category of company founders, business firms, consisted
of some two 200 businesses — almost exclusively merchant houses — organized as
general or limited partnerships. The involvement of merchant houses in incorpo-
ration was more pronounced prior to 1870 and it was partly a vehicle to expand
the control of a few powerful SA company shareholders without analogous capi-
tal commitment.”’ Indeed, it was often the case that in a particular SA start-up,
individuals who were owners of a specific merchant house - as well as the mer-
chant house as an independent entity itself — would be founding shareholders.

The third category, banks (seven Greek, one diaspora and seven foreign),
acted as substitutes for pure entreprencurship and flourished from 1882 onwards.
Though far smaller in number, banks were particularly successful at mobilizing
local and foreign capitalists and setting up the largest of all SA companies. Banks
largely coalesced with the technocratic segment of natural personae company
founders and were important in fostering the rise of a managerial/technocratic
class.

The fourth and smallest category of company founders, public entities,
consisted of the central state and a small number of municipalities.”’ However,
in spite of the small number of SAs in which public entities participated, the
influence of the central state was large as it played an important indirect role in
shaping the wider parameters within which entrepreneurial initiatives material-
ized.?

To sum up, incorporation involved a rich mosaic of players from many seg-
ments of society, the composition of which shifted over time. This intermingling
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of a large variety of entreprencurial players was part of the wider story of evolu-
tion in a young nation state striving to break away from economic backwardness
and in which there were no clear divisions either among the diverse social groups
of the elite or between the world of politics and business. This complexity and
the multiple interactions between the traditional (continuity) and the modern
(change) were simultaneously mirrored in the entreprencurial typologies that
emerged in the nascent corporate sector of this latecomer country.

Relevance of Theoretical Typologies

There is a long international discourse on the subject of national typologies of
entrepreneurs(hip) in which theory and empirical observations interlock.?* In
the case of Greece, entreprencurial history and the related dialogue on the rel-
evance of theory are still in an early stage. Two recent attempts at classifying
Greek entrepreneurship have interpreted it as an example of Kirznerian alert-
ness to profit opportunities.** This classification is basically grounded in the
observation that the bulk of entreprencurship was in commerce/mercantile
intermediation and that Greece did not experience an industrial revolution in
the nineteenth century. Although this classification is not without basis, it lacks
comprehensivity as it applies only to the traditional segment of Greek entrepre-
neurship, namely that involving commerce. It overlooks the fact, delineated in
this paper, that there were elements of economic change in Greece at the time.?

Importantly, the body of SA founding charters provides evidence that in
the young nation state, the sectoral breakdown of start-ups did not mirror the
composition of Gross Domestic Product. Agriculture, the largest sector of the
economy, was absent. Sailshipping was also not directly present and trade, the
main activity of Greek businessmen, had only a small presence.” Therefore,
Kirznerian commercial intermediation (which can be identified with a scalar
expansion in economic activities) was present only to a small extent. The great
majority of entrepreneurial initiatives in the emerging corporate sector was ofa
higher level order and entailed multifaceted economic agency: the undertaking
of new economic activities; the adaptation of imported technologies to local
conditions, the opening of new markets as well as of new economic spaces (see
section below). These Schumpeterian elements of innovation bring into the pic-
ture the Baumolian concept of productive entreprencurship. Namely, the type of
entrepreneurial action that did not entail ‘simply a scalar expansion of the econ-
omy,”” but which brought change and had a positive impact on the economy at
large.?® Further theoretical insights that enhance our understanding of the wider
productive impact of entreprenecurial initiatives in the Greek corporate sector
can be drawn from the work of Nathaniel Leff and Stavros Thomadakis.?” These

two scholars have demonstrated that in the context of latecomer economies,
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early entrepreneurs had to create from nil the prerequisite institutions and infra-
structure which already existed in advanced countries and that were necessary
for the expansion of entreprencurship and economic development. The most
blatant examples of the latter in Greece during the period under review were the
large transport schemes.

Before proceeding onto an analysis of the diverse facets of agency it should
be underlined that the inclination towards productive entreprencurship should
not be exaggerated as the success or failure of many grand modernistic initiatives
of incorporation naturally depended on general economic conditions and the
foresight (also perhaps morality) of company promoters.*

Agency of Company Founders and the Building of New Greece

Entrepreneurial agency in the corporate sector entailed entry into the following
new activities: The introduction of marine insurance companies that operated
as informal financial institutions, a mechanism par excellence for the allocation
and management of risk which had social repercussions that went beyond any
private benefits, as it produced reserves for the absorption of shocks. In addition,
although incorporation was not widespread in shipping as a whole, it was of
significance in the birth of the technologically advanced area of ‘steam’ Moreo-
ver, it had a strong presence within the emerging capital/knowledge-intensive
enclaves of Greek industry — i.e. mining, metallurgy, mechanical engineering,
electricity production and chemical fertilizers.

In addition to the introduction of new economic activities, incorporation
also opened up new economic spaces. First, it enhanced monetization, the spread
of the use of symbolic money and the formation of a national market economy.!
When Greece became a nation-state it had a quasi-subsistence economy: the
market was highly underdeveloped, there were no banks and no national cur-
rency. The vital importance to the formation of a state of a national currency and
a printing bank are well documented.> SA company founders brought about
what can perhaps be labelled a ‘financial revolution) at the centre of which stood
the National Bank of Greece and a complex web of formal and informal banking
institutions.*

Second, the collective entrepreneurial initiatives of SA banks opened new
channels for the mobilization of scarce capital and technical know-how for the
construction of public utilities/infrastructure. At the centre of these efforts
stood the 1,548-km national railway system.* This project, together with the
opening of the Corinth canal, was seminal for the creation of an integrated
national economy and administrative centralization, both of which were centre-
pieces of nation-state building. In addition, SA banking groups gave birth to the
new economic space of public benefit organizations. The first such entity was
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the State Monopolies Company, Etaireia Diaheirisis ton Monopolion tis Ellados
(est. 1887). It was set up by five banks (two diaspora banks, the National Bank
of Greece and two foreign banks)® and it unified the collection of taxes on state
monopoly goods whose revenues were assigned as security for the 4 per cent 135
million gold franc loan raised by the state in London and Paris in 1887.

Finally, incorporation opened new channels for the mobilization of national
technical know-how. Engineer entreprencurs of Greek or diaspora origin
assisted — and in some instances, eventually replaced — the foreign engineers who
spearheaded the construction and operation of large infrastructure projects. For
example, in 1890 a Greck-based Corinth canal SA took over the work of the
French company that had been set up in Paris in 1882. Continuation of con-
struction was assigned to the Greek engineer Antonios Matsas.

Entrepreneurial agency, although present from the early days, became more
pronounced within the emerging corporate sector from ¢. 1874/9 onwards.
This shift was a result of a Baumolian change in the ‘rules of the game’ which
created a more favourable environment for the undertaking of innovative
entrepreneurial initiatives. This change was brought about by several factors,
including the land distribution of 1871, which strengthened the institution of
private property, and the 1881 abolition of tithes, which curtailed the institu-
tion of tax-farming and its rent-secking advantages. An additional influence was
the changing ability of the state to build infrastructures. This was in large part
related to the government’s renewed access to the international capital market
following the lifting in 1879 of a thirty-six-year embargo. Also, of significance
was the increasing interest of the international mercantile diaspora in doing
business in the homeland.*® This elite group operated as a key intermediary in
the negotiations of the state with foreign bondholders for the lifting of the long
financial embargo. Moreover, it acted as a facilitator for the massive transfer of
capital and know-how from the West which materialized after 1879.7 It is, in
fact, possible to argue that the rise in agency in the emerging corporate sector
would not have been possible had a growing segment of SA company found-
ers not consisted of professionals, basically engineers, bankers and institutions
of diaspora origin. The latter were more willing and capable than other Greek
entrepreneurial agents of pushing certain activities beyond the familiar spheres
of traditional rent-secking and intermediation.

Company Founders: Shaping the Société Anonyme as a Form of
Business Organization
Entrepreneurial initiatives in the emerging corporate sector also had agency

over the shape of the SA as a form of business organization. On the one hand,
although the legal framework for incorporation remained unchanged, found-



40 The Determinants of Entrepreneurship

ing shareholders through their own initiative began to introduce new rules and
stipulations in the founding charters of companies which brought the Greek
SA closer to the Western archetype and provided for better governance, more
sophisticated accounting practices and a clearer separation between owner-
ship and management.*® On the other hand, company founders adapted the
imported organizational form of the SA to local conditions and embraced cer-
tain past legacies. More specifically, they assimilated and elevated to a higher
level the customary Greek business practices of relations of trust and defensive
diversification. Through this process they maintained tight relations with — and
embedded their start-ups in — the traditional world of non-corporate business.

With respect to relations of trust: as mentioned above, the great majority of
Grecek businesses were family firms during the period under review. The number
of SAs that took the shape of pure family firms may have been insignificant
but nevertheless most SAs were network-based. In those SA companies that
were established by a large number of founders, the latter would be a mixture
of interlinked subgroups each one consisting of trusted collaborators and/or
individuals related through blood ties or ritual kinship. The spatial dimensions
of entrepreneurial networks among SA company founders give evidence of the
intermingling of local with wider — national and even international diaspora
— portal networks. This was particularly obvious in the case of the networks of
SA bankers, which were highly cosmopolitan and had strong ties with the cen-
tral state.®

Regarding adoption of defensive diversification, initially it prevailed in tradi-
tional business as an organizational device to manage uncertainty. In the young
corporate sector it adopted two forms: internal and external to a particular SA
company. With respect to internal diversification, over a quarter of SAs declared
more than one activity in their charters. Multi-diversification within a single
enterprise was not a means to expand scale and internalize transaction costs, as
was the case with vertical integration in multidivisional firms of the advanced
nations. Instead, it was an organizational mechanism used by company found-
ers for the management of risk and for dealing with two paramount structural
problems of nineteenth-century Greece: capital shortage and the threat of idle
capacity as a result of the small size of the market. Low specialization of organi-
zations, capital goods and human resources lent themselves to multiple use and
allowed entrepreneurs within firms to retain the flexibility to shift activity if a
crisis occurred in one sector. Most multipurpose firms were marine insurance
companies, or commercial or shipping companies that also provided some
type(s) of financial services. A few manufacturing SA firms also pursued com-
mercial activities and vice versa.

Turning to external diversification, company charters attest to the fact
that founders would often use incorporation as a tool to expand their business
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operations without deserting their preceding private proprietorships or part-
nership-based firm(s). One basic reason behind this organizational strategy
was that the new SA would offer some type of service to the pre-existing non-
corporate firm(s). Within this context of building dynamic connections with
traditional business, diversification may have appeared as ‘external’ to an indi-
vidual SA enterprise, but it was ‘internal’ at the level of the total affairs of a given
entrepreneur.

External diversification also had one more facet. Multidimensional entrepre-
neurs would give a corporate form to those business ventures which involved
new economic activities (capital-intensive projects of a Schumpeterian or, by
extension, Baumolian high-agency bent). Whereas activities with which they
were more familiar, were less capital-intensive and/or did not require coordi-
nated action among diverse groups of entrepreneurs would be allocated to the
non corporate sphere of business.

Especially towards the end of the period, a few select SA company founders
made the full transition to the corporate form in organizing their business activi-
ties. Two such notable examples were the diaspora-origin Nikolaos Vlangalis in
industry and Ioannis Pesmazoglou in banking. Nevertheless, even in these cases
it is most likely that some network ties were maintained with individuals and
organizations of the non-corporate sector, as the majority of Greek businesses
belonged to the latter realm.

To conclude, company founders spontaneously introduced modern organi-
zational features from the West while also creatively embracing selected business
practices of the past.

Micro-Examples of Entrepreneurial Action in the Nascent
Corporate Sector

The analysis of the general trends in entrepreneurial norms is at this point sup-
plemented by a micro-level snapshot of major company founders who were
individuals (natural personae) and banks. A closer look at both groups of actors
is helpful in comprehending the motivation, logic and typologies that defined
entrepreneurs(hip).

This section presents nine individuals who invested large amounts of capital
in SAs and for whom rather detailed biographical information exists on their
overall activities. Three bankers figure in our list of nine leading company found-
ers. This is not coincidental. The involvement of banking in incorporation was
diverse and extensive. It was usual in the largest SAs for both banks (as insti-
tutions) and bankers (as individuals) to participate simultaneously in the same
company as founding shareholders. For these reasons bankers drew substantial
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public attention and hence there exists more biographical information for them
compared to other categories of company founders.

Table 2.1 at the end of this chapter presents in a condensed form the fol-
lowing information on these nine individual company founders: social origins
and education; non-corporate business activities; entrepreneurial initiatives in
the corporate sector; non-business interests such as involvement in politics and
social affairs; and any other relevant information. Chronological order is fol-
lowed in the sequence of the names so as to emphasize evolution over time. Each
of these micro-cases has unique characteristics, but as a whole they do confirm,
on the one hand, the existence of general behavioural patterns and, on the other
hand, evolution over time. In summary, this micro-material demonstrates the
following:

1. That the most important company founders were well educated, belonged
to the country’s elite, were of diaspora origin (or had close contact with it) and
often sought out a parallel involvement in politics.

2. The post-1873/4 generational twin evolution whereby more and more
company founders (often the sons of merchants) were professionals and in par-
allel an increasing number of entrepreneurial initiatives in the nascent corporate
sector were outside the realm of the familiar.

3. How the entrepreneurial initiatives of many individual company founders
were a combination of non-corporate entrepreneurialism (of a Kirznerian bent)
and incorporation (of a Schumpeterian/innovative bent). This duality occurred
cither concurrently or over time, as a transition would be made from the first to
the second type of entreprencurial action.

Information is far richer for banks that were company founders than for
the far more numerous category of natural personae. As happened in other
backward countries with a low supply of entreprencurship and market imper-
fections, banks assumed entreprencurial leadership.®* Specifically in the young
corporate sector of Greece seven local SA banks — which had strong connections
to the diaspora — developed a significant entrepreneurial presence. In order of
importance, in terms of the number of SAs they participated in, these finan-
cial institutions were: the National Bank of Greece, the General Credit Bank
of Greece, the Bank of Industrial Credit, the Bank of Epiro Thessaly, the Bank
of Athens, the Currant Bank and the Anatolian Bank. All in all the seven afore-
mentioned local banks set up more than twenty large SAs in collaboration with
two types of financial institutions: diaspora owned banks based outside Greece
such as the Bank of Constantinople* and Western banks (as for example, the
Banque d’Escompte de Paris, the Banque de 'Union Parisienne, E. Etlanger &
Bros and Hambros & Sons).

Asafurther point of interest, the registered capital of all Greek SA banks and
banking affiliated SA companies amounted to 70 per cent of the total registered



Entrepreneurial Typologies in a Young Nation State 43

capital of corporates during this period.* Thus it is no exaggeration to claim that
finance-related institutions drove incorporation.

The involvement of banks evolved over time. Prior to the lifting, in 1879,
of the thirty-six-year financial embargo and the accession of the region of Thes-
saly in 1881, the only banks to create SA companies were the National Bank of
Greece and the Bank of Constantinople. Thereafter, we have the genesis of the
phenomenon of SAs founded also by some other bank or more usually by bank-
ing groups.

The entreprencurial actions of banks involved the creation of three types of
SA companies: 1. other joint-stock banks; 2. public utilities and public benefit
organizations; and 3. companies providing private (consumption) services and
goods. The latter involved steam shipping, marine insurance, general insurance
and heavy industry. Often banks would participate in the creation of an SA
company not only through share capital but also through the provision of bond
loans.® It would appear that in many cases SA companies affiliated to financial
institutions would be the main customers of the banks which founded them. As
for the entrepreneurial initiatives of foreign banks in the incipient Greek cor-
porate sector, their scope was slightly narrower as it did not involve insurance
or industry.

To sum up, as in other latecomer countries, collective entrepreneurial action
on the part of banks and banking groups was pronounced. However, the Greek
case is unique in that financial institutions were able to exhibit superior capa-
bilities in mobilizing scarce resources (capital and skilled/knowledge-intensive
labour) because of their connections to the internationally-based cosmopolitan
Greek mercantile diaspora networks.*

Conclusion

This essay has shown that entrepreneurial action in the corporate sector displayed
multifaceted economic agency, thereby enhancing the process of economic
change and constituting a rich, dynamic and cumulative ‘catch-up’ force for the
young Greek state. Furthermore, entrepreneurship as incorporation was not
divorced from or independent of society. Three historical determinants played a
seminal role in shaping it: the mercantile diaspora, modern nation-building and
the legacies of the past. The mercantile diaspora acted as a key facilitator for the
involvement of foreign capital and know how in incorporation. The building of a
modern state system established over time ‘new rules of the game’ which, on the
one hand, curtailed traditional rent-secking activities and, on the other, provided
an institutional environment conducive to the expansion of a Schumpeterian/
Baumolian-type entreprencurship. The legacies of the past were two-fold. There
existed the backward elements in the wider socio-economic environment which
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blocked productive entrepreneurship and were inherited from pre-revolutionary
Greece. In contrast but parallel to these were the long-tested traditional business
practices and organizational devices that were creatively assimilated by company
founders.

In addition, this paper has illustrated how, during this period of deep trans-
formation, a mosaic of SA company founders existed and there was no uniform
entrepreneurial typology. It has been argued that within the emerging corporate
sector the presence of Kirznerian-type entreprencurship was far less pronounced
than in traditional business. By contrast, Schumpeterian-type entrepreneurial
initiatives prevailed which ventured beyond the ‘scalar expansion’ of the econ-
omy and the narrow horizons of blood ties.

Finally, in the debate about the modernization/Westernization of nine-
teenth-century Greece, this study brings to the fore the existence of interaction,
complementarity and even collaboration between tradition and the new and it
supports the argument that there was continuity within change.”® More spe-
cifically, with respect to the issuc of Westernization of socicty I would like as a
closing comment to propose that entrepreneurial agency in the nascent corpo-
rate sector was a precursor to the wider social changes that followed the 1909
revolution. SA company founders forged links among themselves and with
banks, the state and the new professional classes. This was tantamount to the
emergence of a transformed elite that underpinned the political change of 1909.
It was this incorporation mechanism that bridged the initial conditions of the
newly independent state of 1830 to the ‘revolutionary’ conditions of Greece in
1909. Clearly, there were other confluent processes at work too, and I do not
wish to overplay the significance of the incorporation process as a component of
change. It should not be ignored, however.

Many questions remain open to further exploration. For example, why did
some of the most innovative captains of industry not choose the corporate form
of business organization during the period under review ? How did the personal
dreams/aspirations of leading company founders interact with the grander
national vision of the building of the new Greece? Perhaps the most interest-
ing is the following counterfactual question: how would foreign entrepreneurial
initiatives and technology transfer have differed in the corporate sector had
there been no diaspora involvement? I would like to suggest that if Westerners
had been the (sole) direct physical carriers of foreign technologies and capital,
the osmosis between modernity and tradition would have been much less pro-
nounced. However, a lot of further research is necessary in order to check the
validity of this claim.
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Table 2.1: Key Information on Seminal Entrepreneurs SA Company Founders,

1830-1909.%

1. Elpidoforos Ladopoulos®’

Social Origin, Education
Non-Corporate Business
Activities

Corporate Activity

Civil and Political Posts
Other Comments

2. Sotiris Gerousis*
Social Origin, Education
Non-Corporate Business
Activities

Corporate Activity

Civil and Political Posts
Other Comments

Son of a merchant. He studied in Athens (law) and Paris.
Merchant house Ladopoulos Athanasios and Sons (est. 1860?)
in Syros.

Cofounder of the SA steam shipping firm Etaireia Ellinikis Atmo-
ploias (est. 1856) and member of its board of directors. He was a
powerful presence and acted as a proxy for other shareholders.
He was on the city council of Syros, served as a commercial judge
and was president of the local chamber of commerce.

Son of a merchant.
He started his commercial career in Smyrna in early 1820s.
In 1827 he moved to Trieste. In 1835 he moved to Patras and
became active in commerce/money-lending, acquiring substan-
tial real-estate property through these activities.

Founder member of SA marine insurance firm I Anatoli (est.
1856) and ‘Elliniki Naftiki Trapeza’ (est. 1860).
Appears to have made a full transition to the SA form of business
organization by the end of his life.

3. Panayotis Halikiopoulos®”

Social Origin, Education
Non-Corporate Business
Activities

Corporate Activity

Civil and Political Posts
Other Comments

4. Elias Kehagias™
Social Origin, Education

Ranked among the highest members of the local intelligentsia.
Lawyer and professor of commerce at the high school of Patras.
He specialized in the study of the currant economy and wrote an
important treatise in the 1880s on how to improve the country’s
agriculture. He owned substantial tracts of land and declared his
occupation as entrepreneur/landowner.

Founder member and director of the SA wine-producing firm
Elliniki Oinopoiitiki Eraireia (est. 1858). Founder member and
director of the SA transport insurance company Sotir (est. 1858).
Cofounder of an SA company dealing in currants, Korinthiaki
Stafis (est. 1859). Also founding shareholder and director in the
insurance company I Pronoia (est. 1859) which provided insur-
ance for financial assistance to young boys and dowries to girls.
This company also accepted deposits.

He was a close friend of the mayor of Patras, Benizelos Roufos.

Son of a local dignitary in Amfissa who after the revolution
became a politician. He studied in Trieste.
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Non-Corporate Business
Activities
Corporate Activity

Civil and Political Posts
Other Comments

5. Georgios Skouzes’!
Social Origin, Education
Non-Corporate Business
Activities

Corporate Activity

Civil and Political Posts
Other Comments

6. Alexandros Vlangalis**
Social Origin, Education

Non-Corporate Business
Activities
Corporate Activity

Civil and Political Posts
Other Comments

7. Antonios Z. Matsas®
Social Origin, Education
Non-Corporate Business
Activities

Corporate Activity

Civil and Political Posts
Other Comments

The Determinants of Entrepreneurship

Started his career in Syros as a money-lender. He also acquired
two ships and became well known as a merchant entreprencur.
Director of SA steam shipping company Etaireia Ellinikis Atmo-
ploias (est. 1856). Also founding sharcholder in National Bank
of Greece (est. 1841).

Cousin of the vice governor of the National Bank of Greece.

Son of a wealthy diaspora merchant.

Started his career in Trieste where he worked as a trainee in a
merchant house. There he developed commercial ties with
Charles Hambro and Joseph Erlanger. Over time he evolved into
a well-known merchant, entrepreneur, landowner and banker.
In 1847 he set up the limited liability partnership bank Trapeza
of Georgios P. Skouzes which operated until 1912 and which
participated in the financing of railway building, an otherwise
corporate activity.

Founding Sharcholder of the National Bank of Greece (est.
1841). He was also a consultant of this bank. He was a cofounder
of the SA Athens Piracus Railways (a free-standing company set
up in London in 1869?) and a founding sharcholder in the Ath-
ens-based SA bank Trapeza Viomihanikis Pisteos (est. 1873). He
was also a shareholder in the London-based Ionian Bank.

He built the most advanced storage houses at the time in Greece
in the port of Piracus. He also maintained his non-corporate
interests throughout his lifetime.

Of diaspora origin from Constantinople; nephew of the promi-
nent engineer entrepreneur Nicholas Vlangalis from Odessa. He
was an electrical engineer with a degree from the Zurich Poly-
technic, from which he graduated in 1896.

Began his career as an engineer at the notorious Vassiliades ship-
yards.

Cofounder and director of the railway company Etaireia
Ellinikon Sidirodromon (est. 1902).

Consultant to the SA electric tram railways of Athens.

Engineer with a degree from Paris.

Cofounder of the construction SA company Geniki Etaireia
Ergolipsion (est. 1889). Consultant to the SA Bank of Athens,
1896-1904.

Supervised construction of Athens Piracus Railways in 1869. He
was involved in the last phase of the construction of the Corinth

Canal (c. 1893).
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8. Ioannis Pezmazoglou**
Social Origin, Education

Non-Corporate Business
Activities

Corporate Activity

Civil and Political Posts

Other Comments

Son of a prominent Greek merchant in Smyrna. He studied eco-
nomics in Paris.

Started his career at the Credit Lyonnais branch in Alexandria,
Egypt. In 1876 he founded a non-corporate bank, Trapeza Ioan-
nis G. Pezmazoglou.

In 1896 he merged his bank with the Bank of Athens, of which
he became a director. He was personally involved in the creation
of the currant board Pronomiouhos Etaireia Pros tin Prostasian
tis Paragogis kai tis Emporias tis Stafidos (est. 1905) and the
wine/alcohol distillery company Etaireia Oinon kai Oinopnev-
maton (est. 1906).

From 1900 onwards he was elected MP for Athens and to the
prefecture of Elia and Kalamon in the Peloponese.

One of the most important modernizers/businessmen in Athens
at the turn of the century.

9. Epameinondas Harilaos>®

Social Origin, Education
Non-Corporate Business
Activities

Corporate Activity

Civil and Political Posts

Other Comments

His father was a very prominent merchant of Smyrna and Galatsi
(Romania). He studied law in Athens and chemistry in France,
Belgium and Germany.

He established three partnership firms of which the first was a
soap/oil refinery firm by the name of Epameinondas Harilaos
and Nikolaos Kanellopoulos (est. 1892).

He was a founder and director of the wine/alcohol distillery
company Etaireia Oinon kai Oinopnevmaton (est. 1906).

He served as president of the Industrial and Commercial Cham-
ber of Athens.

After 1909 he became involved in the foundation of numerous
other SA companies.






3ITALIAN ENTREPRENEURSHIP:
CONJECTURES AND EVIDENCE FROM
A HISTORICAL PERSPECTIVE

Pier Angelo Toninelli and Michelangelo Vasta

Introduction

The last tewo decades have seen a renewed interest towards entrepreneurship
and/or the individual entrepreneur, which in turn has stimulated research both
in the theory and the history of entreprencurship. This chapter fits this new cli-
mate: it is part of an ongoing research project on the determinants and the role
of entrepreneurship in Italian economic development. Its primary aims are the
creation and a preliminary evaluation of a data set of Italian entrepreneurs for
the period encompassed between the Unification of the Kingdom (1861) and
the end of the twentieth century.

Several fresh suggestions coming from both economics and history prove
useful in our survey. First we would like to mention the broad partition in two
main categories — innovative versus replicative entrepreneurs — proposed by Wil-
liam Baumol et al. A further interesting suggestion comes from the taxonomy of
capitalism they propose (on the basis of their different rate of innovation and
entreprencurship). They hypothesize in fact the existence of four different cat-
egories of capitalism: 1. state guided capitalism; 2. oligarchic capitalism; 3. big
firm capitalism; and 4. entrepreneurial capitalism. While each of these shows vir-
tues and pitfalls, according to them, ‘the best form of “good capitalism” is a blend
of “entreprenecurial” and “big-firm” capitalism, although the precise mix will vary
from country to country’! Further insights come from the four models of entre-
preneurship development, often overlapping, most recently advanced by the
Monitor Group.? Despite this increasing attention to the issue at the theoretical
level, all these suggestions still have as their main reference the Schumpeterian
theory (as it is, by the way, in the field of the applied sciences — be they sociology,

management and business or entrepreneurial history).
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50 The Determinants of Entrepreneurship

Asfor history, notwithstandinga number of recent innovative contributions,?
we are still far from having a set of empirical evidence large enough to support a
convincing explanation of the historical determinants of entreprencurship. Joel
Mokyr suggests that the issue of entreprencurship should be studied looking at
various determinants, among which cultural (industrial Enlightenment) and
institutional (right incentives) factors play a decisive role: only these could help
in understanding, for example, “Why Britain led’*

Probably the best way to tackle this fundamental question is starting from
the bottom: that is assembling the empirical evidence from which to induce pos-
sible generalizations. Naturally this can be fruitfully performed only through a
clever use of the few suggestions coming from the theory.’ This endeavor might
allow the construction of national typologies empirically supported, in order to
make further steps towards the discovery of stylized facts, such as encompassing
the national experiences into a more general model.

Our work is organized in the following way. The first section focuses on the
historical debate on entreprencurship in Italy, followed by a description of the
sources used, and illustrates the main features of a significant sample of Italian
entreprencurs by means of a descriptive statistical approach. The next part of
the chapter refines the descriptive approach through a methodology — Multiple
Correspondence Analysis and Cluster Analysis — usual by now in standard sta-
tistics, yet not very familiar to scholars in economic and/or business history: first
explaining the methodology used and then illustrating the main results obtained
by the cluster analysis. In the final section, some conclusive considerations will

be suggested.

Entrepreneurship in Italian Historiography: The Issues

But for few exceptions, in Italy until the end of the 1970s contemporary eco-
nomic history was characterized mostly by a macroeconomic approach dealing
with issues such as economic growth and development, structural change, back-
wardness, dualism and so on. The very few business-oriented historical studies
were addressed towards big companies, either private or public. Later on the
trend changed and a microeconomic approach emphasizing single behaviours
and individual strategies emerged. This was the result of converging factors: on
the one side the slow-down of the economic process induced by the energy emer-
gency of the 1970s, the decline of the Keynesian recipes and of the dominant
paradigm of growth centred on industrialization and big business; on the other,
the growing influence of economic sociology and business history of American
origin brought about both by American consulting agencies and Italian scholars
visiting the US academic world. Yet at least for a decade — that is before the
districts and networks of enterprises were fully considered by the economic and
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social culture of the country — the primary interest concentrated on the evolu-
tion, strategy and organization of single big business, either private or public.
Scarce effort was devoted to entrepreneurs and even less to any attempt to figure
out some sort of taxonomy or classification.

There were, however, a few major exceptions: the first was the 1980 path-
breaking contribution by Franco Amatori, whose title explicitly referred to
‘entrepreneurial typologies’ of Italian industrial history. Amatori suggested a
simple but still substantially unchallenged typology that outlines the enduring
threefold structural character of the country’s entreprencurship: ‘private; ‘sup-
ported’ and ‘public’’ In his fundamental bibliographical essay on Italian business
history in 1990, Duccio Bigazzi sustained that the remarkable backwardness and
poverty of Italian entrepreneurial history did not allow at the time the construc-
tion of an Italian repertory of entreprencurs.® Later contributions largely built
upon Amatoris, often dwelling on sectoral individual or cluster initiatives.’
Only recently have new insights into the category of family entreprencurs and/
or outward-looking entreprencurs been added.'

Another reason helps to explain the backwardness and indolence of Italian
entreprencurial history: the ambiguous attitude towards the figure and the role
of the entrepreneur which runs throughout the country’s economic and social
history. In large sections of socio-political as well as cultural circles entrepre-
neurship has long been scarcely legitimized, its function not being considered
as important in the change and modernization of the country as in the other
first comers." Alas some entrepreneurial reluctance to compete on the market
freely accepting both risks and benefits cannot be certainly ruled out. In this
respect it seems highly instructive to contrast two cultural attitudes towards
entreprencurship, the British and the Italian ones, as they emerge from two
recent contributions. In the first case, Joel Mokyr points at the climate of dignity
and trust surrounding the eighteenth-century British entrepreneurial class as the
fundamental informal institution forging the cultural climate propitious to the
Industrial Revolution. As for Italy, Roberta Garruccio gives us insights into the
socio-cultural approach towards entrepreneurship still dominating in the upper
classes of Milan (the economic centre of the country) in the interwar period as
she quotes the memories of the nephew of an outstanding textile entrepreneur
reporting: ‘the entrepreneur didn’t have even a quarter of the dignity we nowa-
days recognize in him’'?

In the business history perspective these issues are central to our analy-
sis: is Italy’s prolonged backwardness to be explained mostly by the structural
absence of those Schumpeterian virtues — innovative capacity and risk-taking
— which were at the basis of the Anglo-American success? Did such a frailty
ask for substitutive factors such as state intervention and banks support? Or,
au contraire, has that supposed prolonged process of entrepreneurial accumula-
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tion been hampered by the state’s political and economic interference and banks’
excessive power? Finally and more generally, is the Italian institutional setting
on the whole ill-suited to offer opportunities to the most valid entrepreneurial
projects?

It is clear to us that to answer these fundamental questions we have to start
almost from the beginning, that is we have to construct the basic empirical sup-
port on which to build any analytical explanation. Therefore the primary aim of
our research programme is the creation of a data set of Italian entrepreneurs for
the period between the Unification of the Kingdom (1861) and the end of the
twentieth century. Of course the foregoing historical debate as well as insights
from theory have guided us in the setting out of the framework of the database.

Descriptive Analysis of the Database

The main source of our research is a collection of entrepreneurial biographies
prepared for the ongoing Biographical Dictionary of Italian Entrepreneurs
(BDIE)," which has so far processed about 600 ‘gross’ entries: these in fact are
comprehensive of figures which might stand out more for political than entre-
preneurial reasons or that acted primarily as managers. From a practical point of
view this means that such a rough estimate has to be depurated from unsuitable
entries, but at the same time increased by the variable number of characters that
have been taken into consideration in the dynastic biographies referring not to
a single entrepreneur but to an entrepreneurial family. These biographies were
classified on the basis of the scheme presented in Table 3.1: of course there is
no complete information for all the variables in the table, which enumerates all
those for which at least one entry has been found.

Table 3.1: Legend of the Database: Table of Variables.

Who is Who (entrepreneur, manager/entrepreneur ....)
Sex

Periodization

Social Class

Education

Graduate degree

Undergraduate degree

High school degree

Training abroad

Type and geographical location of training abroad
First job

Apprenticeship
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Family Background

Father’s educational degree

Mother’s educational degree

Father’s prevailing activity

Mother’s prevailing activity

Job relationship with other members of the family
Conjugal partner’s social class

Job relationship with conjugal partner’s family
Information about the Firm

Juridical form of the start-up firm
Start-up sector

Main sector of activity

Multisectoral activity

Maximum number of sectors at the same time
Number of sector changes

Finance: internal or external
Relationship with the banking system
Membership of banks’ boards of directors
State financial support

ERP financial aid

Form of governance

Modality of acquisition of the firm
Innovating Entrepreneur?

Product

Process

Sector

New geographical markets

New production markets

New raw materials

New organizational model

New governance

Strategies

Bankruprcies

Social Context

Noble birth

Religion

University teacher

Trade or industrial association
Knight of labour

Freemansory

Lobbies

Direct political commitment
Indirect political commitment
Acknowledgements and awards
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So far we have collected data concerning 390 entrepreneurs, i.c. the entries of the
first volume of the BDIE, which gathers individuals with A-D surnames. To be
more precise, such a figure corresponds to the original number of the records of
the volume plus the entries resulting from all the entrepreneurial characters taken
into consideration in a single item (that is a business family), 7inus the characters
recorded in the BDIE but who acted essentially as politicians, such as for instance
Orso Maria Corbino - physician and Italian minister of education — minus the
Italian entrepreneurs who moved abroad, such as Antonio Devoto — who emi-
grated to Argentina — minus those for whom we have too little information.

To make the journey through the description of the database easier for the
reader, we have partitioned the results of the survey in two broad categories: the
first concerning the individuals — their background, their formation etc. — the
other collecting information more specifically related to the enterprises — their
start-up, the sector of activity, the innovation strategies and so on (Table 3.2).

The first thing to note is that the sample covers a large time-span, in prac-
tice two centuries (the nineteenth and the twentieth), even though the bulk of
the individuals were active in the post-Unification period (in other words from
1861 onwards). Among these entrepreneurs, 331 (about 85 per cent of the total)
should be considered ‘pure’: so we can define those who owned and directly man-
aged their firm, while 59 (15 per cent) were less casily defined actors. The latter
category includes at least three groups of individuals: first, those who kept the
position of manager/director in the enterprise founded by them and later sold
(for instance Ettore Conti, who created Imprese Elettriche Conti); second, man-
agers/directors who were among the founders of important concerns, of which
they owned a small or a minority share (such as Giuseppe Colombo, among the
founders of the Edison Co.); and, third, dynamic managers who de facto acted
like real entreprencurs cither in public companies or in state-owned enterprises
(for example Guido Donegani in Montecatini or Eugenio Cefis in ENI).

Table 3.2: Descriptive Statistics.

Frequency %
Who is Who
Enterpreneur/owner 48 12.3
Enterpreneur/manager 59 15.1
Enterpreneur/owner & manager 283 72.6
Gender
Male 383 98.2
Female 7 1.8
Age of First Entrepreneurial Activity
<20 49 12.8
21-5 94 24.5

26-30 86 22.4
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31-5

36-44

> 45

Missing values = 6
Area of Birth

Centre

Abroad

North-east
North-west

South

Missing values = 5
Year of Birth

Before 1830

1831-50

1851-70

1871-90

1891-1910

After 1910

Missing values = 2
Religion

Atheist

Catholic

Protestant

Hebrew

Other

Missing values = 1
Involvement in Politics
Yes

No

Level of Involvement in Politics
Local level

National level
International level
Local & national level
Missing values = 278
Honour of Cavaliere del Lavoro
Yes

No

University Teaching
Yes

No

Affiliation to Employers Associations
Yes

No

Affiliation to Masonry
Yes

No

Frequency
74
58
23

71
22
74
153
65

49
63
79
82
76
39

— O W W W

113
277

67
27

14

99

291

15
375

143
247

384

%
19.3
15.1

6.0

18.4

5.7
19.2
39.7
16.9

12.6
16.2
20.4
21.1
19.6
10.1

0.8
95.9
0.8
2.3
0.3

29.0
71.0

59.8
24.1

3.6
12.5

254

74.6

3.9
96.2

36.7
633

1.5
98.5
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Financial Public Support

Yes

No

Social Class

Low (farmer/labourer)

Medium (small entrepreneur, merchant & craftsman)
High (large entrepreneur, freelance, noble)
Missing values = 49

Father’s Main Activity

Farmer

Labourer

Manager

Technician

Craftsman

Entrepreneur

Freelance

Employee

Merchant

Missing values = 105

Father's Employment Status
Employee

Self-employee

Missing values = 105

Family Job Relationships

Yes

No

Partner’s Social Class

Low (farmer/labourer)

Medium (small entrepreneur, merchant & craftsman)
High (large entrepreneur, freelance, noble)
Missing values = 331

Job Relations with Partner’s Family
Yes

No

Education Level

Illiterate

Primary education

Middle school

High school

Laurea degree

Post-laurea degree

Missing values = 85

Field of Laurea

Laws

Economics

Other arts

Frequency

33
357

29
202
110

11
11

35
129
22
11
55

79
206

224
166

23
34

30
360

14
28
39
96
122

29
17
9

%

8.5
91.5

8.5
59.2
323

2.1
3.9
3.9
1.8
12.3
45.3
7.7
3.9
193

27.7
723

57.4
4.6

34
39.0
57.6

7.7
92.3

4.6
9.2
12.8
31.5
40.0
2.0

234
13.7
7.3
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Engineering
Chemistry/pharmacology

Other sciences

Missing values = 266

Education Abroad

Yes

No

Experience Abroad

Yes

No

Typology of the First Activity

Farmer

Labourer

Manager

Technician

Craftsman

Entrepreneur

Freelance

Employee

Merchant

Missing values = 15

Apprenticeship

Yes

No

Typology of the First Activity
One-man company/informal company/unknown
Societa di persone

S.R.L. (limited company)

S.P.A. (public limited company)
S.P.A. quotate

Societa cooperative

Starting Sector

Agriculture, hunting and silviculture
Extraction

Manufacture

Energy-using products, gas appliances
Construction

Trade, servicing for cars, goods
Transport, storage and communications
Financial services

Property, renting, I'T, services

Other public, social and personal services
Main Macro-Sector

Agriculture, hunting and silviculture

Frequency
42
11
16

59
331

150
240

37
46
43
28
108
32
49
30

54
336

125
189

53

21
250
10
15
43

27

20

%
33.9
8.9
12.9

15.1
84.9

38.5
615

0.5
9.9
12.3
115
7.5
28.8
8.5
13.1
8.0

139
86.2

32.1
48.5
2.3
13.6
13
2.3

5.4
2.1
64.1
2.6
3.9
11.0
2.3
6.9
0.5
13

5.1
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Extraction

Manufacture

Energy-using products, gas appliances
Construction

Trade, servicing for cars, goods
Transport, storage and communications
Financial services

Property, renting, IT, services

Other public, social and personal services
Number of Sectors (at the Same Time)
2

3-4

>4

Missing values = 193

Relations with Banks

Yes

No

Ways of Company Acquisition
Founder

Inheritor

Purchaser

Missing values = 62

Innovative Entreprencur (Schumpeterian)
Yes

No

Product Innovation

Yes

No

Process Innovation

Yes

No

New Sale Markets

Yes

No

New Markets of Production

Yes

No

Missing values = 1

New Raw Material

Yes

No

New Organizational Models

Yes

No

Frequency
8

261

10

17

28

7

31

2

6

101
74
22

135
255

173
132
23

284
106

121
269

142
248

181
209

76
313
27

363

77
313

%
2.1
66.9
2.6
4.4
7.2
1.8
8.0
0.5
L5

51.3
37.6
112

34.6
65.4

52.7
40.2
7.0

72.8

27.2

31.0
69.0

364
63.6

46.4
53.6

19.5
80.5
6.9

93.1

19.7
80.3
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Frequency %
Level of Innovation
None 106 27.2
Low 100 25.6
Medium 148 38.0
High 36 9.2

A majority of our sample of entrepreneurs come from the north-west region
(153, corresponding to roughly 40 per cent of the total), the area which was the
forerunner of Italian industrialization; almost 20 per cent (74 entrepreneurs)
came from the north-east, the region bound to become one of the most impor-
tant sectors of the third and fourth dimensions of Italian capitalism (districts
and pocket multinationals). Such a destiny was to be shared with central Italy,
which registers similar values (71 entries, corresponding to 18.5 per cent). The
south and the islands (65 individuals, corresponding to 16.9 per cent of the
total) stay at the bottom, whilst a fair number (22 and 5.7 per cent) were foreign
entrepreneurs.'*

A fundamental question of the theory of entreprencurship is how the entre-
preneurial activity began: in other words, whether the entreprencur created
the new activity from scratch, or whether he (or she) inherited the activity or
acquired it from someone else. Our evidence does not offer a neat answer. Even
though information on this subject is not complete, it appears all in all exhaus-
tive enough: it covers 328 cases, that is 84.1 per cent. At a very aggregate level the
start-ups of entreprencurship can be divided almost equally in two classes: the
first groups 173 individuals (53 per cent) who were founders of a new firm, the
second 155 (47 per cent) who acquired it: 132 (40.2 per cent) by inheritance, 23
(7 per cent) by purchase.

Sex does appear to have had a crucial role in Iralian entrepreneurship. In
fact the value corresponding to the total amount of female entrepreneurs is
quite negligible: just seven. This, however, should not surprise social scientists
at home, most familiar with the social, cultural and institutional backwardness
of the country. Also unsurprising is the age at which the greatest part of our
sample began their entrepreneurial activity: about 60 per cent of them did it
before their 31st birthday, with a concentration in the 21-30 age group. Our
finding that a little less than 30 per cent of the sample (112 entrepreneurs) was
born before 1850 deserves some reflection. It is an important piece of informa-
tion if conjugated with the previous one: there is a 60 per cent probability that
these 112 entrepreneurs started their activity before 1880, the date at which the
new technologies of the Second Industrial Revolution began to be introduced
in Italy. This seems to suggest that they should be classified as ‘traditional, mean-
ing with this that they almost certainly pertained to the trajectory of the First
Industrial Revolution.
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As far as the social class of origin is concerned, we have information cover-
ing 341 entries of 390. The greatest part of them (202, corresponding to 67.7
per cent of the coverage) came from the middle class - a category in which we
registered artisans, small entrepreneurs, retailers and shopkeepers; a fair number
(110 or 32.3 per cent) from the upper class — great entrepreneurs, professionals,
well-born individuals — and just 29 (8.5 per cent) from the lower classes: 6 peas-
ants and 23 factory workers. A convincing specification concerning the origins
of the entreprencurs is the one related to the profession and the level of educa-
tion of their fathers.

With regard to the first point, fathers’ prevailing activity, this can be
divided in two main categories: dependent or independent activity. Evidence
covers about 73 per cent of the sample: 28 per cent (79 in absolute values) are
located in the dependent category, which registers humble occupations such
as workers, labourers, ploughmen and also managers and technicians. In the
second group — independent activities — there are 206 entries (72 per cent of
the collected data), with a clear majority of entrepreneurs (45 per cent) who
most likely handed their assets onto their sons, followed from afar by traders
(19.3 per cent) and artisans (12.3 per cent). As for the level of education of the
fathers, unfortunately only scattered information has been collected (71 cases of
390): 72 per cent of these show high level of education (41 per cent a university
degree and 21 per cent a high school degree). Returning to our entrepreneurs
a legitimate question is whether the first working activity might be indicative
of their future entrepreneurial destiny. According to the 375 answers that have
been collected this does not come out so clearly, if we take into account the two
larger categories — dependent or independent activity (self-employment) — in
which they have been portioned: 45 per cent of them belong to the category of
the dependent employees. Yet if we get into more detail we discover that 108
(28.8 per cent) began their working career as entrepreneurs, 30 as shopkeepers
or merchants, 28 as artisans and 89 (23.7 per cent) as managers or technicians.
Conversely only 39 (10.4 per cent) came from more humble activities (country
or city labourers) whereas 32 (8.5 per cent) took their first footsteps in the
liberal professions.

It has to be underlined that education comes out as probably the most
interesting and crucial variable in the description of our sample and by far the
most surprising. The sample offers a good quantity of information concerning
the basic data, related to the level of schooling: it has been registered for 305
cases, that is 78.2 per cent. A large share of them — 224 (73.5 per cent) — had a
high level of formal education: 122 (40 per cent) could boast a university degree
(laurea) and 6 (2 per cent) a post-doctoral degree, whereas 96 (31.5 per cent)
possessed a high-school degree. Conversely only 14 entrepreneurs — less than 5
per cent of the entries — were illiterate whereas 28 (9.2 per cent) had attended
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just the elementary school and 39 (12.8 per cent) were educated to middle-
school level. Regarding the specific areas of schooling we have a clear preference
for the techno-scientific curricula: 56 per cent of the graduated students vis-4-vis
23.4 per cent of law students, 13.7 per cent of business students and just 7.3 per
cent of humanities. Among the 68 entrepreneurs with a techno-scientific forma-
tion a clear preference (42, i.c. 61 per cent) had been given to engineering, with
11 (16 per cent) studying chemistry and 16 (23 per cent) other fields. Addition-
ally, in 59 cases (15.1 per cent) the curriculum of formal education had been at
least partly carried out abroad.

It is interesting that often the process of human capital formation did not
stop with formal education. A good part of our entrepreneurs (150 out of 390,
i.e. almost 40 per cent) had training experience abroad, mostly in more indus-
trialized countries (about 90 per cent out of the 140 recorded cases): since the
1880s this had become quite a familiar tradition among young Italian entrepre-
neurs, particularly (but not exclusively) in the case of wealthy and/or already
consolidated entreprencurial dynasties. Finally, an indirect test of the medium-
high average education of the 390 entrepreneurs is that only 54 of them (less
than 14 per cent) undertook workshop apprenticeship, which is a more or less
prolonged period of training on the job.

It is well known that another central feature of the historical and theoretical
debate on entreprencurship is the role of family. Our survey offers some interest-
ing evidence on this point. Let us first consider marriage: the family of one of
the two partners can add to the activity of the other in terms of wealth, capital,
material and immaterial assets. Therefore the social class to which the partner
belongs can be indicative of possible further ‘acquisitions’ to the family of the
entreprencur. Unfortunately information about this point is much scattered in
our database (it covers only 15 per cent of the total entries). Yet the result seems
to converge with the conventional wisdom: 98 per cent of the entries (that is 57
entrepreneurs out of 59) married partners coming from high-medium classes:
more specifically 34 (57 per cent) married the offspring of well-born, entrepre-
neurial or outstanding professional families and just 2 those of country or town
workers. A further aspect to be considered is whether the entrepreneur had work
relations with his (or her) own family, which is a very much debated issue in
the literature on family business.'”> Our survey does not offer an unambiguous
answer: 224 out of 390 entrepreneurs (57.4 per cent) maintained job relations
with members of their families; much fewer (only 30, ie. 7.7 per cent) with
members of their partner’s family.

Further information about the background of the sample concerns religion,
political commitment, affiliations and honorary rewards. As for the first point,
373 out of 389 entries (96 per cent) were Catholic while Jewish and Protestant
formed a small minority. The great majority — 277, i.e. 71 per cent — was not
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involved in politics: of the politicized minority (113) almost 60 per cent had
commitments at the local level, 24.1 per cent at the national level, 12.5 per cent
both at the local and national level and less than 4 per cent at the international
level. Such evidence is indirectly confirmed by the restricted number of entre-
preneurs (33 individuals or 8.5 per cent) who during their activity could avail
themselves of the financial support of the state. With regard to affiliations, the
majority (247, that is 63.3 per cent) belonged to entreprencurial associations
while only a very small number (6) was affiliated to freemasonry. Finally, a good
number of our entrepreneurs (99, that is 25.4 per cent) would see their entrepre-
neurial activity rewarded with their appointment to the honour of knighthood
(Cavaliere del lavoro).

The second broad category of information includes the basic evidence con-
cerning the companies. One set of data is related to the juridical forms which
characterize the enterprises at their start-ups: here individual firms (125, cor-
responding to 32.5 per cent of the total) or limited/commercial partnerships
(189, that is 48.5 per cent) largely prevailed. Conversely limited liability com-
panies — 9, i.e. 2.3 per cent — and joint-stock companies — 58 (14.9 per cent), 5
of which quoted on the stock exchange — were a clear minority. The widespread
family business form which characterizes the sample seems to be consistent with
the extensive preference for self-financing showed by the data concerning the
bank—firm relationship: 255 (65.4 per cent) entrepreneurs did not show clear
links with the bank system.

Another interesting point to be clarified concerns the start-up sectors of the
various business initiatives. Manufacturing firms were the clear majority (64.1
per cent), followed at a long distance by commercial (11 per cent), financial (7
per cent), agricultural (5.4 per cent) and building (3.9 per cent) initiatives. Out
of the 250 enterprises which started their activity in the manufacturing sector,
about one-third belonged to traditional sectors such as the textile/apparel indus-
try (50, i.e. 13 per cent), food, beverage and tobacco (38, i.e. 9.7 per cent), leather
and shoes (9, i.e. 2.3 per cent); lumber (8, i.e. 2.1 per cent) and paper, pulp and
publishing (18, i.e. 4.6 per cent). Conversely fewer (75, i.e. 19 per cent) were
modern industries: chemicals, synthetic fibres and rubber attracted 20 start-ups
(5.1 per cent), metallurgy 24 (6.2 per cent), engineering 31 (8 per cent), electro-
mechanics and electrical equipment 14 (3.6 per cent).

Not very different values (except for the commercial initiatives) are shown by
the evidence concerning the macro-sectors in which the core activity of the sam-
ple of firms specialized after their start-ups. The manufacturing sector stays again
clearly at the top (67 per cent), followed by the financial one (8 per cent), the
commercial (7.2 per cent), the agricultural (5.1 per cent) and the building (4.4
per cent). Such outcome is consistent with the one related to the sector mobility
of the firms in the sample, o, in other words, the versatility of our entreprencurs.
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In fact, as far as macro-sectoral mobility is concerned, less than 10 per cent of
them abandoned their initial area of activity to move into a new one. The mobil-
ity within macro-sectors offers only slightly different results as the percentage of
change grows to about 15 per cent.

Quite dissimilar, however, is the evidence concerning the presence of multi-
sectoral activities. The sample is almost equally divided between entreprencurs
who concentrated their operation in just one sector (193, i.c. 49.5 per cent) and
those who were active in various sectors at the same time (197, i.e. 50.5 per cent).
We have more detailed evidence for 197 cases: 101 entrepreneurs were active in
two sectors at the same time, 74 in 3—4 sectors, 22 in more than 4 sectors, with
a sample average of 2.98.

Finally a few sentences must be devoted to describe an important part of our
database, the one concerninginnovation. Innovation capacity —as known —isone
of the key factors of entrepreneurial success. In order to follow Schumpeterian
suggestions and to avoid too narrow an approach, we have selected six different
kinds of innovative capacity. The first two are the traditional proxies: innova-
tion product and innovation process; then we have picked up the entrepreneur’s
ability to innovate with regard to sale markets and production markets within
and outside the country. Finally we have considered the introduction of new raw
materials in the process of production and of new organizational models in the
firm. The results obtained are quite surprising. If we consider as an innovative
entreprencur the individual who has at least one positive answer to the six vari-
ables related to innovation, we have 284 individuals (72.8 per cent) who can be
attributed to such a typology. Yet this outcome is probably too optimistic with
regard to Italian entreprencurship. Therefore the modality innovation deserves
some further specification. For instance, if we take into consideration each vari-
able, 31 per cent of our sample introduced product innovation and 36.4 per cent
process innovation. The capacity to move towards new sale markets concerns
46.4 per cent of the entire sample, but much less (23 per cent) outside Italy and
even less (16 per cent) outside Europe. As for new markets of production, a phe-
nomenon not very common in the past, we have positive answers in 19.5 per
cent of the total. The introduction of new raw materials regards only 7 per cent
of the total and the introduction of new organizational models about 20 per
cent.

We then collected all the answers and attributed one point to each positive
answer: thus we obtained a score between 0 (all negative answers) and 6 (all
positive answers). In this way we produced a more reliable proxy of innova-
tion, which allows us to distinguish among ‘no innovation’ (27.2 per cent of the
total), low level of innovation’ (25.6 per cent), ‘medium level of innovation’ (38
per cent) and ‘high innovation’ (9.2 per cent).
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Methodology: The Multidimensional Analysis

To develop a taxonomy of Italian entreprencurs we have carried out some mul-
tidimensional analyses: first Multiple Correspondence Analysis (MCA), then
Cluster Analysis (CA) on the factors obtained from the MCA.'¢ Eighteen active
variables have been selected for the MCA, while other variables have been used
as illustrative ones: these are mainly related to the status and personal characteris-
tics of the entrepreneur or do not offer a primary contribution to the explanation

(see Table 3.3).

Table 3.3: List of Variables used for the MCA.

Active Variables Illustrative Variables

Entrepreneurial typology Place of birth (area)

Social class Age

Educational level Religion

Father’s educational level Direct involvement in politics
Father’s main activity Honour of Cavaliere del lavoro
Family job relationships University teaching

Typology of the first activity Noble

Indirect involvement in politics Member of aristocracy

Afhliation to employers’ associations Affiliation to masonry

Form of enterprise Financial public support

Modalities of acquisition of the company Job relations with the partner’s family
Sector of activity Experiences abroad

Relations with banks Age of first entrepreneurial activity
Innovative entrepreneur Main sector of activity (not aggregated)
Product innovation Business strategies

Process innovation Innovation level

New sale markets
New markets of production

Thirty-five Eigen values had been identified by the MCA, each of which can
account for a very low proportion of inertia because of the high number of cat-
egories involved in the analysis. That is the reason why the proportion of inertia
each Eigen value accounts for was calculated using the correction of Benzecr,
which takes into account the number of categories involved."”” Thanks to this
correction, the first 4 Eigen values account for the 97 per cent of the variance,
and that is the number of dimensions considered in analysing the phenomenon
of Italian entreprencurship.

The significant active variables for each dimension (subdivided in the left
and right quadrant) have been selected every time they account for a proportion
of inertia higher than the average inertia, which is when the contribution of each
variable is higher than the total of inertia (100) divided by the number of active
variables (18). The items of the significant active variables belong to a dimen-
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sion when their contribution is high and the values of the squared cosine, which
represent the quality of the graphical representation, are around 0.20 (see Tables
3.4-7). Concerning the illustrative variables, their categories are significant for
one dimension when the value test is higher than 2.0 (absolute value).®

On the basis of the corrections suggested by Benzecri, the first dimension
turns out to account for 55 per cent of the inertia (according to the correction
of Benzecri) and is characterized (see Table 3.4), in particular, by active vari-
ables (left quadrant) concerning the activity in manufacturing, the propensity to
innovate (mostly product innovation) and the ability to open new sale markets.
Other active variables are being owner and manager at the same time, having
a job relationship with their own family, being scarcely connected to the banking
system. On the other hand, in the right quadrant, we have some symmetrical
active variables (in respect to those of the left quadrant), particularly regarding
innovation, and some other variables such as financial activities. We have called
this dimension ‘entrepreneurial spiri’ because most of the variables which
characterize the dimension are relative at the capacity/incapacity to develop
entrepreneurial activities through new ideas, even with/without the direct sup-
port of the family.

Table 3.4: Dimension 1: ‘Entrepreneurial Spirit’

Left Quadrant
Categories of Active Variables Contribution Squared Cosine
Owner and manager 2.2 0.39
Family job relationships 2.7 0.27
Manufacture 2.0 0.28
No relation with banks 2.3 0.29
Innovator 2.1 0.36
Product innovation 3.5 0.19
New sale markets 5.1 0.38
Supplementary Categories Test Value Distortion
No direct involvement in politics -5.5 0.16
Cavaliere del lavoro 2.4 2.25
Age of first job < 20 -4.3 5.58
Age of first job 21-5 -39 2.43
Food -4.2 6.16
Textile -3.0 5.71
Machinery -3.1 3.67
Other manufacture -3.1 10.11
Integration -2.1 3.08
Integration and diversification -3.8 5.32
Medium innovation -838 1.18

High innovation -6.3 7.95



66 The Determinants of Entrepreneurship

Right Quadrant
Categories of Active Variables Contribution ~ Squared Cosine
Manager 14.6 0.62
No family job relationships 45 0.29
Financial activities 11.9 0.46
State-owned enterprise 9.0 0.34
Relation with banks 5.2 0.30
No innovator 6.5 0.33
No product innovation 2.0 0.28
No process innovation 1.6 0.19
No new sale markets 5.2 0.44
Supplementary Categories Test Value Distortion
Born abroad 2.7 13.65
Age75-84 2.3 1.62
Hebrew 2.6 34.80
Direct involvement in politics 5.1 1.85
No Cavaliere del lavoro 5.5 0.11
University teacher 42 20.48
Masonry 3.7 52.70
Public support 3.1 8.76
Age of first job 31-5 2.1 3.35
Age of first job 36-44 42 4.56
Age of first job > 45 5.9 13.01
Energy 5.1 31.22
Financial activity 14.4 9.39
Other activities 2.4 20.48
Other strategies 6.5 0.92
No innovation 13.5 2.04

The second dimension, as shown in Table 3.5, accounts for almost 28 per cent of
the inertia and is clearly linked to the entreprencurial family tradition. Among
the active variables (in the left quadrant) we have: belonging to the upper class,
having a job relationship with members of the family, inberitance of the firm, being
an independent worker since the first job and, most interesting, high level of formal
education. On the other hand (in the right quadrant) we have belonging to the
lower classes, low education level, not having family job relationships and low
level of education of the father. We have called this dimension ‘entreprencurial
stability’ in the sense that the active variables which characterize this dimension
are mainly relative to social status.

The third dimension, as shown in Table 3.6, accounts for 10 per cent of the
inertia and is strictly relative to innovation. There are three active variables in
the left quadrant concerning innovation. The active variables in the right quad-
rant are the negative counterparts of most of the innovation variables. Also the
high educational level appears to be significant. Consequently, we have called this
dimension simply ‘innovation’
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Table 3.5: Dimension 2: ‘Entrepreneurial Stability’.

Left Quadrant
Categories of Active Variables Contribution ~ Squared cosine
High class 6.8 0.29
Father self-employed 5.5 0.39
Family job relationships 35 0.28
High education level 0.9 0.04
First job self-employment 5.4 0.30
Inheriting 9.6 0.44
Supplementary Categories Test value Distortion
Cavaliere del lavoro -3.6 2.25
Public support -2.8 8.76
Job relationships with the partner’s family 2.7 9.74
Job experience abroad -2.0 1.05
Agriculture -2.2 15.11
Commercial services -3.6 10.51
Diversification -3.5 2.54
No innovation -47 2.04
Right Quadrant
Categories of Active Variables Contribution Squared Cosine
Low class 7.8 0.24
Father with low level of education 7.2 0.22
Father employee 6.1 0.23
No family job relationships 5.1 0.27
Low education level 8.1 0.27
First job employee 5.1 0.34
Founding 3.6 0.20
Supplementary Categories Test value Distortion
Born in the north 3.9 0.42
No direct involvement in politics 3.0 0.16
No Cavaliere del lavoro 6.3 0.11
No public support 3.1 0.00
No job relations with the partner’s family 2.7 0.00
No experience abroad 2.7 0.38
Started working 31-5 2.1 3.35
Machinery 3.0 3.67
Other strategies 4.0 0.92

Medium innovation 32 1.18
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Table 3.6: Dimension 3: ‘Innovation’."’

Left Quadrant
Categories of Active Variables Contribution Squared Cosine
High education 5.0 0.16
Innovator 32 0.33
Product innovation 8.6 0.27
Process innovation 4.3 0.15
Supplementary Categories Test value Distortion
Born in the north 2.8 0.42
Age > 85 3.8 324
Cavaliere del lavoro 32 2.25
University teacher 2.5 20.48
Public support 3.6 8.76
Experience abroad 4.1 1.05
Chemistry/mining/carbon 2.9 3.60
Machinery 3.7 3.67
Other manufacture 2.3 10.11
Integration and diversification 2.2 5.32
Medium innovation 7.7 1.18
High innovation 7.2 7.95
Right Quadrant

Categories of Active Variables Contribution  Squared Cosine
Owner 10.2 0.25
Not innovator 8.1 0.24
No product innovation 3.8 0.32
No process innovation 24 0.16
No new sale markets 2.4 0.12
No new market production 1.1 0.19
Supplementary Categories Test value Distortion
Other religion -2.2 321.22
No direct involvement in politics -2.1 0.16
No Cavaliere del lavoro -4.8 0.11
No public support -3.0 0.00
No experience abroad -4.5 0.38
Building —4.1 17.95
Commercial services -5.1 10.51
No innovation -11.5 2.04

The fourth dimension, as shown in Table 3.7, accounts for almost 4 per cent of
the inertia. Despite its low contribution to variance, this factor has to be taken
into consideration because of a few aspects which appear useful in explaining
the characters of Iralian entreprencurship. The only two active variables in the
left quadrant are related to lobbying activity: the first with politicians, the second
through participation in various kinds of association. At the same time we have
symmetrical active variables in the right quadrant. We have called this dimen-
sion ‘political and lobby commitment.



Italian Entrepreneurship 69

Table 3.7: Dimension 4: ‘Political and Lobby Commitment’?

Left Quadrant

Categories of Active Variables Contribution Squared Cosine
Indirect involvement in politics 11.8 0.29
Employers’ association 11.9 0.33
Supplementary Categories Test value Distortion
Age 75-84 23 1.62
Direct involvement in politics 3.0 1.85
Cavaliere del lavoro 3.4 2.25
Chemistry/mining/carbon 34 3.60
Building 2.3 17.95
Integration and diversification 3.0 5.32
Right Quadrant

Categories of Active Variables Contribution Squared Cosine
No indirect involvement in politics 6.2 0.43
No employers’ association 8.2 0.44
Medium class 6.4 0.25
Supplementary Categories Test value Distortion
Born abroad 24 13.65
No direct involvement in politics -6.0 0.16
No Cavaliere del lavoro -7.5 0.11
No public support -33 0.00
No job relation with partner’s family -2.6 0.00
No experience abroad -2.5 0.38
Extraction -3.7 39.28
Other activities -5.9 20.48
Other strategies -32 0.92
No innovation -2.1 2.04

The Results of the Cluster Analysis

MCA describes the main features of the data as they appear in the space spanned
by the four principal dimensions. In order to synthesize the phenomenon and to
highlight the main groupings of individuals with respect to their most significant
profiles, a Cluster Analysis (CA) has been carried out in the dimensional space
spanned by the four significant axes. The CA performs the classification of the
entrepreneurs: it takes into account the factorial coordinates which characterize
them on the four dimensions of the MCA in order to calculate the distances
among individuals and aggregate them according to a technique that minimizes
the variance within classes and maximizes the variance among classes.
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The CA reveals five clusters. All the items in each cluster were selected accord-
ing to their value within the cluster (MOD/CLA), as compared to their value in
the global population (GLOBAL), as well as to the percentage of people charac-
terized by the modality within the cluster (CLA/MOD).*! Each cluster, defined
according to significant groupings of responses, is identified by the objective
characteristics of the individuals involved. The five clusters, shown in the den-
dogram of Figure 3.1 where they are listed according to their relative position,
have been named as follows: 1. Schumpeterian entrepreneurs; 2. first-generation
entrepreneurs; 3. defensive entrepreneurs; 4. Well-established entreprencurs;
and 5. entreprencurial managers.

Figure 3.1: Dendogram Showing Five Main Clusters from the Classification of
Profiles.
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The first cluster (Table 3.8) — the larger — includes 29 per cent of the entre-
preneurs: we have called them ‘Schumpeterian’ entreprencurs, because their
prevailing peculiar modalities roughly refer to the characteristics attributed by
Schumpeter to his innovative entrepreneur.? First, the individuals within this
cluster were all private entrepreneurs (MOD/CLA = 100 per cent), whereas the
cluster contains (CLA/MOD) 31.6 per cent of all the private entrepreneurs of
the sample. About 68 per cent of the cluster’s individuals were direct founders
of their firm, vis-d-vis the value of 44.4 per cent shown by such modality in the
population and that of 44.5 per cent corresponding to the share of the cluster
in the sample. Besides, the 90.3 per cent of the people in the cluster show the
modality owner + manager and this corresponds to about 36 per cent of all the
entries similarly characterized.

Second, about 96.5 per cent of the entrepreneurs in the cluster are classified
as innovative, a modality which actually distinguishes (GLOBAL) about 72 per
cent of the population: of this about 39 per cent stays in the cluster. The attribute
‘high innovative’ connotes only 9.23 per cent of the sample: 52.8 per cent of
them stay in this cluster within which 16.8 per cent of the entries are labelled
in such a way. Product innovation characterizes the strategy in the cluster of
63.6 per cent of all entrepreneurs labelled with this modality (which are 31 per
cent of the total), process innovation about 43 per cent out of 36.4 per cent: yet
respectively 68.1 per cent and 54 per cent of the people in the cluster are to be
identified accordingly. As a further confirmation of this tendency almost 88 per
cent of the entrepreneurs within this cluster are manufacturers while the cluster
contains almost 38 per cent of the share of manufacturers (about 67 per cent)
of the sample.

Third, 69.9 per cent of the people in the cluster comes from the middle class
vis-a-vis the share of 51.7 per cent in the population; the majority of the popu-
lation does not have any political commitment either direct (82.3 per cent) or
indirect (92.9 per cent) versus respectively 71 per cent and 69.7 per cent of the
entire sample and a cluster’s share of 33.6 per cent and 38.6 per cent on total
entries. Moreover 86.7 per cent of the people in the cluster do not entertain close
relations with banks (versus 65.4 per cent of the total) and this corresponds to a
38.4 per cent cluster’s coverage of this modality. Finally about 77 per cent of the
cluster is not afhiliated to entrepreneurial associations (versus 63.3 per cent in the
sample). This confronts with a CLA/MOD value of 35.2 per cent.

The second cluster (Table 3.9) is the thinner as it includes only 7.7 per cent
of the whole population. Its tag — first-generation entrepreneurs — wants to sym-
bolize at best the features of the founders of new enterprises in a backward local
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Table 3.8: Cluster 1: ‘Schumpeterian Entrepreneurs’ (29%).

Modalities

Product innovation
Innovator

No individual political involve-
ment

New sale markets
Founding

No relation with banks
Manufacture

Medium innovation
Owner & manager

First job employee
Medium class

Process innovation
Purchasing

Private enterprise
Machinery

Other Manufacture

No employers’ association
No direct political involve-
ment

High innovation
Medium education
Father employee
Commercial services
Father medium educated
High education

Direct political involvement
State-owned enterprise
Father self-employed
Employers’ association
Commercial services
Financial activity
Financial activities
Manager

No process innovation
First job self-employed
Inhcriting

High class

Relation with banks

No new sale markets
Indirect political involvement
No innovator

No innovation

No product innovation

Test Value

9.83
7.61

6.78

6.10
5.95
5.82
5.72
5.39
5.19
4.55
4.51
4.44
4.40
426
3.82
3.67
3.53

3.09

2.99

2.47

2.35
-2.64
-2.68
-2.86
-3.09
-3.13
-3.40
-3.53
-3.57
-4.18
-4.18
-4.33
-4.44
-4.76
-5.64
-5.68
-5.82
-6.10
-6.78
-7.61
-8.55
-9.83

% of Cluster
Within
Modality
(CLA/MOD)
63.64
38.93

38.60

44.20
44.51
3843
37.93
4527
36.04
39.02
39.11
42.96
7391
31.56
49.28
62.07
35.22

33.57

52.78
37.40
40.51
7.14
0.00
19.20
17.70
0.00
21.36
18.18
5.26
0.00
0.00
6.78
20.97
16.47
11.36
9.09
11.11
15.79
6.78
3.64
0.94
13.38

% of Modality
Within Cluster
(MOD/CLA)

68.14
96.46

92.92

70.80
68.14
86.73
87.61
59.29
90.27
70.80
69.91
53.98
15.04
100.00
30.09
15.93
76.99

82.30

16.81
43.36
28.32
1.77
0.00
21.24
17.70
0.00
38.94
23.01
177
0.00
0.00
3.54
46.02
24.78
13.27
8.85
13.27
29.20
7.08
3.54
0.88
31.86

% of Modal-
ity Within
Sample
(GLOBAL)
31.03
71.79

69.74

46.41
44.36
65.38
66.92
37.95
72.56
52.56
5179
36.41

5.90
91.79
17.69

7.44
63.33

71.03

9.23
33.59
20.26

7.18

4.10
32.05
28.97

5.13
52.82
36.67

9.74

7.95

7.95
15.13
63.59
43.59
33.85
28.21
34.62
53.59
30.26
28.21
27.18
68.97
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environment, such as the one which characterized large areas of Italy for most of
its economic history. As a matter of fact about 97 per cent of its members were
new founders: this compares with the 44.4 per cent share of the same modal-
ity within the sample and a cluster’s share of 16.8 per cent. A good share of the
people in the cluster are owners of their assets (63.3 per cent). Many fewer are
the ones who can be qualified as owner/manager (36.7 per cent), a percentage
remarkably lower than the population’s share of such modality (72.6 per cent).
This specification seems to suggest that the entrepreneurial performance during
the first generation did not reach the level of a managerial organization and that
can be indirectly confirmed by the highest percentage (90 per cent) of the people
in the cluster who do not have direct bank connections as compared to a fairly
lower value for the entire population (65.4 per cent).

Table 3.9: Cluster 2: ‘First-Generation Entrepreneurs’ (7.7%).

0,
% of Cluster % of Modality % of Modality

Modalities Test Value X:;;E o Within Cluster Within Sample
(CLA/MOD) MOD/CLA)  (GLOBAL)
Low education 8.93 48.98 80.00 12.56
Father low educated 8.88 73.08 63.33 6.67
Low class 8.00 62.07 60.00 7.44
Owner 6.86 39.58 63.33 12.31
Founding 6.21 16.76 96.67 44.36
First job employee 345 12.20 83.33 52.56
Building 3.14 35.29 20.00 4.36
No relation with banks 2.96 10.59 90.00 65.38
Father employee 2.83 16.46 43.33 20.26
No Cavaliere del lavoro 2.43 9.62 93.33 74.62
Cavaliere del lavoro -2.43 2.02 6.67 25.38
Manager -2.52 0.00 0.00 15.13
Medium education -2.84 2.29 10.00 33.59
Relation with banks -2.96 222 10.00 34.62
First job self-employed ~ -3.47 235 13.33 43.59
Father self-employed -3.63 291 20.00 52.82
High education -3.75 0.80 3.33 32.05
High class -4.01 0.00 0.00 28.21
Owner & manager -4.11 3.89 36.67 72.56
Inheriting -4.59 0.00 0.00 33.85

As for the social origin, 60 per cent come from the low-class vis-4-vis a value of
7.4 per cent for the entire population, whereas the cluster contains 62.1 per cent
of the individuals labelled by the same modality; almost four-fifths show a low
level of formal education, a modality which in the population accounts for less
than 13 per cent, while the cluster covers about 49 per cent of it. Similar evi-
dence (MOD/CLA = 63.3 per cent, CLA/MOD = 73 per cent) can be found
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for the category ‘father’s low level of education quite rare (6.8 per cent) in our
sample. Moreover the high percentage (83.3) of those in the cluster who began
as employees — versus 52.6 for the entire population — seems to suggest that the
phenomenon of self-employment might have been a significant component of
the socio-economic determinants of Italian entrepreneurship.

The third cluster (Table 3.10) incorporates 24.4 per cent of the entrepreneurs.
As its label — well-established entreprencurs — already suggests, here converges the
elite of the entrepreneurs. First, the cluster contains about half of the people having
upper-class origin, a modality which within the cluster characterizes 54.7 per cent
of its members as compared to 28.2 per cent of the entire population. Second, 64.2
per cent of the cluster inherited the business, a characteristic shared — as already
mentioned — only by 33.9 per cent of the sample; on the contrary just 31.6 per cent
of the well-established entrepreneurs are to be considered founders, as compared
to a sample percentage of 44.4 per cent. More than half of the individuals in the
group (versus less than one-third) were politically involved and more than two-
thirds were members of industrial and/or employers associations (versus 36.7 per
cent in the population). Third, 64.2 per cent of the people in the cluster (versus
about 44 per cent in the sample) began their entreprencurial career as independent
workers; their fathers were for the most part (76.8 per cent versus 52.8 per cent)
autonomous workers. Morcover a large share of them (86.3 per cent versus 57.4
per cent) had job relations with members of their families.

Further specifications of the cluster highlight that all of them were private
entrepreneurs and that a good share had been appointed to the honour of Cava-
lieri del lavoro (40 per cent versus 25.4 per cent in the population).

The fourth cluster (Table 3.11) includes 21 per cent of the entrepreneurs.
We have called it defensive entrepreneurs because its prevailing modalities are
almost the opposite of the ones characterizing the first cluster. First of all, the
defensive entreprencurs do not innovate or innovate very little: the label ‘no
innovator’ fits 74.7 per cent of the people in the cluster (whose share in this
modality covers 59.1 per cent of the total) while the same modality is rare
enough in our population (28.2 per cent). Moreover just 1 per cent of them
has been highly innovative, a modality which characterizes almost 10 per cent
of our population: in particular they seem stubbornly resistant to innovation
in products (98 per cent versus 69 per cent in the sample), in new sale markets
(90.8 per cent versus 53.4 per cent), in new product markets (95.4 per cent
versus 80.3) and in processes (92 per cent versus 63.6 per cent).
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Table 3.10: Cluster 3: “Well-Established Entrepreneurs’ (24.4%).

Modalities

Employers’ association
Inheriting

Family job relation
Innovator

New sale markets

High class

New market product
Father self-employed
Owner & manager
Indirect political involvement
First job self-employed
Medium innovation
Private enterprise
Cavaliere del lavoro
Process innovation
Manufacture

Integration & diversification
Experience abroad
Integration

Father medium educated
Father highly educated
Age of first job 21-5
Food

No experience abroad
State-owned entreprencur
Founding

Low education

Father employee

No process innovation
Medium class

No Cavaliere del lavoro
Financial activity
Financial activities
Other strategies

First job employee
Manager

No indirect political involvement

No new sale markets

No new market product
No innovator

No family relation

No employers’ association
No innovation

% of Cluster
Test Value X:)gl;ﬁ ty
(CLA/MOD)
7.42 46.15
6.93 46.21
6.76 36.61
6.55 32.50
6.32 39.23
6.26 47.27
6.18 53.95
5.39 35.44
5.34 31.10
5.19 42.37
4.54 35.88
4.44 37.16
3.76 26.54
3.53 38.38
3.37 34.51
3.34 29.50
3.04 43.14
2.69 31.85
2.65 36.71
2.56 56.25
2.33 44.83
2.33 34.04
2.33 40.00
-2.69 19.31
-2.73 0.00
-2.79 17.34
-3.31 6.12
-3.36 10.13
-3.37 18.55
-3.48 16.83
-3.53 19.59
-3.68 0.00
-3.68 0.00
-3.99 14.29
-4.14 15.61
-4.97 1.69
-5.19 16.54
-6.32 11.48
-6.37 1693
-6.55 3.64
-6.76 7.83
-7.42 11.74
-7.56 0.94

75
% of Modality % of Modality

Within Cluster Within Sample
(MOD/CLA) (GLOBAL)
69.47 36.67
64.21 33.85
86.32 57.44
95.79 71.79
74.74 46.41
54.74 28.21
43.16 19.49
76.84 52.82
92.63 72.56
52.63 30.26
64.21 43.59
57.89 37.95
100.00 91.79
40.00 25.38
51.58 36.41
81.05 66.92
23.16 13.08
52.63 40.26
30.53 20.26
9.47 4.10
13.68 7.44
33.68 24.10
18.95 11.54
47.37 59.74
0.00 5.13
31.58 44.36
3.16 12.56
8.42 20.26
48.42 63.59
35.79 51.79
60.00 74.62
0.00 7.95
0.00 7.95
25.26 43.08
33.68 52.56
1.05 15.13
47.37 69.74
25.26 53.59
55.79 80.26
421 28.21
13.68 42.56
30.53 63.33
1.05 27.18
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Most of them were independent since the beginning (about 72 per cent as com-

pared to 44 per cent in the sample), and were children of independent workers
as well (77 per cent versus 52.8 per cent). The majority comes from the central/
southern regions because the value of the modality ‘north born’ is more minor
than the one in the sample (43.7 per cent versus 58.2 per cent). A fair share
of defensive entrepreneurs seems to be devoted to commercial activities (17.2
versus 7.2 per cent): actually the cluster’s share in the modality was well over
the majority (53.6 per cent). A good part inherited the business (64.4 per cent
versus 33.9 per cent), in which other members of the family were inserted (81.6
per cent versus 57.4 per cent).

Table 3.11: Cluster 4: ‘Defensive Entrepreneurs’ (21%).

% of Cluster % of Modality % of Modality
Modalities Test Value Within Modality Within Cluster Within Sample

(CLA/MOD) ~ (MOD/CLA) (GLOBAL)
No innovation 10.44 60.38 73.56 27.18
No innovator 10.40 59.09 74.71 28.21
No new sale markets 8.29 37.80 90.80 53.59
No product innovation 7.39 31.60 97.70 68.97
No process innovation 6.64 32.26 91.95 63.59
Inheriting 6.55 42.42 64.37 33.85
First job self-employed 6.05 37.06 7241 43.59
Family job relation 5.24 31.70 81.61 5744
Father self-employed 5.12 3252 77.01 52.82
No new market product 430 26.52 95.40 80.26
Commercial services 3.58 53.57 17.24 7.18
Farming/extraction 3.58 53.57 17.24 7.18
Agriculture 2.59 50.00 11.49 5.13
Diversification 2.58 32.97 34.48 23.33
Commercial services 2.36 39.47 17.24 9.74
Owner & manager 2.34 25.44 82.76 72.56
Low class -2.58 3.45 1.15 744
Founding -2.74 15.61 31.03 44.36
Born in the north -2.98 16.74 43.68 58.21
Machinery -3.04 8.70 6.90 17.69
Father low educated -3.06 0.00 0.00 6.67
High innovation -3.13 2.78 1.15 9.23
Manufacture -3.98 16.09 48.28 66.92
New market product -4.24 5.26 4.60 19.49
Manager -4.64 1.69 1.15 15.13
No family relation -5.24 9.64 18.39 4256
Father employee -5.75 1.27 1.15 20.26
Process innovation -6.64 493 8.05 36.41
First job employee -7.03 8.29 19.54 52.56
Product innovation -7.39 1.65 2.30 31.03
Medium innovation -7.94 2.70 4.60 37.95
New sale markets -8.29 4.42 9.20 46.41

Innovator -10.40 7.86 25.29 71.79



Iralian Entrepreneurship 77

The fifth cluster (Table 3.12) includes 16.7 per cent of the population. It has
been denominated entrepreneurial managers in order to emphasize the mana-
gerial functions performed by its components, who often were more talented
administrators than entreprencurs. In fact 89.8 per cent of the entries classified
as ‘manager’ stay in this cluster: 81.5 per cent of the people in it were managers,
versus a corresponding value of 15.1 per cent for the entire population. Further-
more 95 per cent of the managers working in state-owned enterprises were in the
group: within it not much lower (83.3 per cent) was the share of those working
in business, partly private and partly public. The second most relevant character-
istic is that the percentage of the modality ‘owner” is much lower in the cluster
than in the sample (3 per cent versus 12.3 per cent) and that only 4.2 per cent
of all the owners belong to the cluster. On the other hand, these individuals: 1.
were involved in financial activities much more than the remaining population
(38.5 per cent versus 8 per cent); 2. had much closer connection with the bank-
ing system (75.4 per cent versus 35 per cent); and 3. began their career mostly as
employees (78.5 per cent versus 52.6 per cent). In addition almost 97 per cent
of them did not have job relations with member of their family, as compared to
a sample value of 42.6 per cent. About 8 per cent of them were Hebrew, corre-
sponding to about 55 per cent of all the Hebrews in the population.

Table 3.12: Cluster 5: ‘Entrepreneurial Managers’ (16.7%).

% of
% of Modal-  Modality
% of Cluster . 1. iy
Modalities Test Value Within Modality lté}:i/sl:?:n z::::l:
(CLA/MOD)  \iop/cLA)  (GLO-

BAL)
Manager 14.27 89.83 81.54 15.13
No family relation 10.20 37.95 96.92 42.56
Financial activities 8.18 80.65 38.46 7.95
State entrepreneur 7.83 95.00 29.23 5.13
Relation with banks 7.27 36.30 75.38 34.62
No new sale markets 6.23 27.27 87.69 53.59
High education 5.82 33.60 64.62 32.05
Private/public enterprise 491 83.33 15.38 3.08
Energy 4.88 90.00 13.85 2.56
First job employee 4.56 24.88 78.46 52.56
No product innovation 4.35 21.93 90.77 68.97
No innovation 4.34 31.13 50.77 27.18
Other strategies 3.97 25.60 66.15 43.08
Age of first job > 45 3.87 52.17 18.46 5.90
No innovator 3.83 29.09 49.23 28.21

Father employee 3.63 31.65 38.46 20.26
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Modalities

Direct political involvement
No new market prod
University teacher
Hebrew

No process innovation
Process innovation
Father low educated
Medium education
Textile

Owner

Integration & diversity
Food

New market product
No university teacher
No direct political involvement
No masonry

Age of first job 21-5
Age of first job < 20
Innovator

First job self-employed
Product innovation
Medium innovation
Father self-employed
Founding
Manufacture

New sale markets

No relation with banks
Inheriting

Private enterprise
Family job relation
Owner & manager

% of Cluster
Test Value Within Modality
(CLA/MOD)

3.10 26.55
3.10 19.49
3.10 53.33
240 55.56
2.36 20.16
-2.36 10.56
-2.44 0.00
-2.47 9.92
-2.51 4.17
-2.51 4.17
-2.68 3.92
-291 222
-3.05 5.26
-3.10 15.20
-3.10 12.64
-3.24 15.63
-3.51 5.32
-3.82 0.00
-3.83 11.79
-3.90 8.24
-4.35 4.96
-4.49 6.08
-4.92 7.77
-5.25 5.78
-6.17 8.05
-6.23 4.42
-7.27 6.27
-7.38 0.00
-9.69 10.06
-10.20 0.89
-10.64 353

% of Modal-
ity Within
Cluster
(MOD/CLA)

46.15
93.85
12.31
7.69
76.92
23.08
0.00
20.00
3.08
3.08
3.08
1.54
6.15
87.69
53.85
92.31
7.69
0.00
50.77
21.54
9.23
13.85
24.62
15.38
32.31
12.31
24.62
0.00
55.38
3.08
15.38

% of
Modality
Within
Sample
(GLO-
BAL)
28.97
80.26
3.85
2.31
63.59
36.41
6.67
33.59
12.31
12.31
13.08
11.54
19.49
96.15
71.03
98.46
24.10
12.56
71.79
43.59
31.03
37.95
52.82
4436
66.92
46.41
65.38
33.85
91.79
5744
72.56

As for the level of education, 64.6 per cent of them (versus 32.1 per cent in the

population) were highly educated, and 12.3 per cent (versus 3.9 per cent) taught

in the university, that is 53.3 per cent of the university professors in the popula-

tion, while a share larger than in the sample (46.2 per cent versus 29 per cent) was

involved in politics. Finally it is worth noting that the cluster’s entrepreneurial

managers were active particularly in financial activities — as already mentioned

— and in the energy industry (respectively about 81 per cent and 90 per cent of

all the entries characterized by such modalities), that is to say in modern sectors



Italian Entrepreneurship 79

which required complex organizations calling for large bureaucracies; on the
contrary traditional activities such as food and textiles were largely under-repre-
sented in the cluster (2.2 per cent and 4.2 per cent of total population).

Conclusions

The general aim of our research was to describe the main features of Italian entre-
preneurship over the long haul, in order to evaluate which have been the crucial
socio-economic determinants which can explain its historical evolution. This
has been made possible by the availability of a new data set built over a signifi-
cant sample of entreprencurs.

Our contribution is composed of two main parts. In the first one, a descrip-
tive analysis of the main peculiarities of the country’s entreprencurship has been
performed on the basis of a few standard variables traditionally used in economic
analysis. In the second part, the descriptive approach has been refined by means
of a methodology — Multiple Correspondence Analysis and Cluster Analysis —
usual by now in standard statistics, yet not very familiar to students in economic
and/or business history. This has allowed us to single out from a large set of vari-
ables a few entrepreneurial typologies of the history of Italian capitalism.

The features which emerge from such analysis — as provisional as it is — only
partly confirm what has been so far reconstructed by the economic and busi-
ness historiography: in fact a few interesting novel aspects emerge. Among what
comes out neatly confirmed are the supposed prominence of northern entrepre-
neurs, the strong relations both with one’s own and one’s partner’s families, the
almost total absence of female entreprencurs and an entreprencurship rooted
in the middle class. Among the novelties, the most surprising aspect is the good
level of formal education, which shows that a clear majority of our sample (60
per cent) have a medium/high degree and almost one-third have a university
degree.

The cluster analysis has allowed us to divide our sample into five groups,
each of them characterized by its original entrepreneurial typology: ‘Schum-
peterian entreprencurs’ (which groups about 29 per cent of the population),
‘first-generation entrepreneurs’ (8 per cent), ‘defensive entrepreneurs’ (21 per
cent), ‘well-established entrepreneurs’ (24 per cent) and ‘entrepreneurial manag-
ers’ (17 per cent).

We see this result as a necessary step towards two further objectives of our
research programme: first, these typologies — their characteristics, modalities,
backgrounds etc. — can furnish new pieces to complete the puzzle of the process
of economic growth in Italy and, second, they offer the possibility to make com-
parisons with the basic characters of the entrepreneurship of other countries.






4 ENTREPRENEURSHIP: A COMPARATIVE
APPROACH

Gabriel Tortella, Gloria Quiroga and Ignacio Moral

“The crucial theoretical problem [of the social sciences] is understanding the process
of human learning’!

Introduction

The role of the entrepreneur in economic development is well established since
Schumpeter published his Theory of Economic Development almost a century ago
(1911) and perhaps since Von Thiinen wrote his Isolated Estate in 1826.> One
could even go back to Cantillon in 1755 and Adam Smith in 1776. Cantillon’s
definition of the entreprencur is of remarkable modernity, as we will see later
on. Entreprencurial studies have been proliferating lately and a question which
is cropping up often is: what moves entrepreneurs? Of course we know that the
profit motive is the chief drive but our question here is a little more refined: what
makes a successful entrepreneur? In other words: is it just a matter of genes, or
drive, or calling, or are there more general factors (social, psychological) which
move people to become entrepreneurs; and not only this: what makes entre-
preneurs successful? We will argue (as Cantillon does, by the way) that almost
everybody has played the role of entrepreneur at some moment or other. The
question is, why are some successful and others not? What makes some behave
in a certain way and others differently?

About these and somewhat related topics there has recently been debate
among Spanish economic historians. One of us wrote years ago about ‘the weak-
ness of the Spanish entreprencurial spirit’* Other writers have debated this
statement. Garcfa-Sanz, for instance, criticized it while apparently not in total
disagreement.’ Other authors seemed to agree at least in a general way. Carreras
and Tafunell, for instance, have written that ‘there has never been in Spain a
“managerial revolution™® Many others could be cited.

_81-
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Carreras and Tafunell have tried to explain the reasons for the rarity of big
business and other peculiarities of Spanish enterprise. They adduced three main
explanations: first, small market size; second, lack of comparative advantages in
sectors where big business thrives; and, third, lack of a ‘real entrepreneurial cul-
ture’ and the lateness with which business schools appeared.” Let us say in a few
words that the first explanation is unconvincing. If narrowness of the domestic
market were an explanation for the absence of big business, how could we justify
the existence of big multinationals in Switzerland, Sweden or the Netherlands?
The second explanation is not very convincing either: why should oranges and
fruits, minerals or olive oil, all products in which Spain has a natural advantage,
not be conducive to big business? There are multinationals in food products,
in drinks and spirits, in cork, in minerals and in other products which Spain
exports or has exported. The only plausible and intriguing explanation is the
third one. Cultural factors, among them the educational system, are worth stud-
ying further. For unknown reasons, Carreras and Tafunell reject that education
should have something to do with the weakness of the entrepreneurial spirit in
Spain. Thus, in a synthesis in a volume on Spanish entreprencurial history, they
state that (our translation): ‘Educational retardation cannot be considered as an
obstacle to the appearance of entrepreneurs, since it is conceivable that tradition
and on-the-job learning could be adequate channels for attaining the knowledge
needed to carry out entrepreneurial initiatives.® One is surprised by the total
lack of evidence offered to support so radical an assertion. We hope to be able to
show in the following pages that education has indeed an influence on entrepre-
neurial callings and on the ways they developed.

There is no doubt that the topic is complex. There is a continuous feedback
between economic growth at large and the entrepreneurial spirit. As we hinted
before, entreprencurship developed considerably in Spain during the last cen-
tury. Tortella himself has written: ‘It cannot be doubted that the entreprencurial
spirit has not been lacking in twentieth-century Spain’® Even so, another special-
ist in the topic has written: ‘Spain has become a fully developed country from
the theory’s point of view, while lagging seriously behind other major countries
in terms of technological and marketing expertise’'

It should be added that this discussion is not limited to Spain. In many other
countries the issue of the economic role of education and of its impact upon the
formation of the entrepreneurial spirit is going on and perhaps nowhere as much
as in England. Among the most notable are the writings by Aldcroft, Coleman,
Fox, Jeremy and Sanderson." It is interesting that while in England, the cradle
of the Industrial Revolution and still one of the economic leaders of the world,
scholars debate bitterly about ‘Education and Britain’s Growth Failure}'* as one
of Aldcroft’s articles is entitled, the problem should be declared non-existent by
leading Spanish scholars.



Entrepreneurship 83

This is not an exclusively Spanish problem, however. There is an established
scholarly tradition which sustains, on very shaky evidence, that education has
little to do with economic growth. American scholars such as David Mitch and
Harvey Graff belong to this school and in Italy Renato Giannetti also holds
this opinion.” This in spite of several recent articles which empirically support
the contrary view, in the tradition of the classical article by Schultz,' such as,
for instance, Bania, Eberts and Fogarty, Bates, Evans and Leighton, Praag and
Cramer or Wong."> We are not going to go into this complex discussion here,
and refer to a book edited fifteen years ago.'® Let us go back from this excursus
into the actual research we have been carrying out.

Method and Sources

Our main sources are biographical dictionaries, whose number, fortunately, is
increasing every day. So far we have processed the data of 288 Spanish and 1,712
British businessmen culled from the books by Torres Villanueva, Vidal Olivares
and Cabana for Spain and Jeremy and Jeremy and Tweedale (which we will call
JI and JII for short) for Britain.!”

For Spain were have therefore three volumes. Those of Vidal Olivares and
Cabana are regional and deal with Valencian and Catalan businessmen respec-
tively, while Torres Villanueva studies 100 Spanish businessmen, presumably the
most distinguished, whose activity took place in the twentieth century. Vidal
Olivares’s and Cabana’s volumes also include nineteenth-century biographies
and all three of them are supposed to deal with the most distinguished individu-
als in their respective regions and periods. The Spanish subsets, therefore, are
rather distinct. The ‘Spanish’ group is limited to the twentieth century but, being
asubset from a wider population than those of the regional dictionaries, it offers
aricher variety of sectors of activity, whereas Catalan and Valencian biographies
are more concentrated upon consumer industries: food and textiles.

The Dictionary of David Jeremy (JI) offers some 1,300 biographies of Brit-
ish businessmen grouped into five volumes. Its time span is 1860-1980; this
is the period when the entreprencurs were active; some were born even before
1800. The selection criterion is territorial: these were businessmen operating in
England and Wales; Scotland and Ireland are therefore excluded. This does not
mean, however, that there are no individuals from these areas; there are, provided
they worked mostly in England and Wales; the same goes for foreigners such as
Americans (United States and Canada) and Germans, of whom there is a fair
number, Italians, etc. The same author’s (with Geofrey Tweedale) Dictionary of
Twentieth-Century Business Leaders, what we will call JII, offers 750 biographies
of twenticth-century British business leaders, of which 209 are included in J1I.
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We have so far extracted a sample of 1,712 biographies from the Jeremy
books (JI and JII) and 288 from the Spanish books (not 300 because there is
some overlap). In the British sample we have made a distinction between those
businessmen who acted rather as managers than as pure entrepreneurs (i.c., as
salaried employees rather than risk-takers). In the Spanish case we have some-
times separated the 101 elite twentieth-century entrepreneurs from the regional
businessmen because there are reasons to assume that these are two distinct sub-
sets. We have also selected two elite groups (i.c., those we consider as the most
distinguished and accomplished) among British businessmen, 100 for the nine-
teenth century (1830-1918) and 102 for the twentieth (1919-80). The criteria
utilized in the selection of the English elite samples have been social prominence,
economic achievement, technical achievement and versatility.

Our samples show certain limitations of which we are conscious. The first
and fundamental problem is that devising an unbiased sample of entreprencurs
is impossible. We are dealing in both cases with a distinguished group of entre-
preneurs-businessmen whose careers and successes were doubtless above average.
One difficulty in this connection lies in that the border between entreprencurs
and non-entrepreneurs is wide and blurred. First, the distinction that we have
made between managers and entrepreneurs is uncertain (although undeniable).
Second, even the definition of entrepreneur is imprecise. Many scholars consider
that what defines an entrepreneur is the willingness to take risks and the ability
to adapt to (and take advantage of) unexpected situations. Yet this can also be
said about many professions, such as surgeons, boat skippers, acroplane pilots,
policemen, truck drivers, even orchestra conductors. Furthermore, a vast major-
ity of people have undertaken entreprencurial activities at some point in their
lives, i.e., have engaged in some kind of business. Just making decisions about
one’s estate is an entrepreneurial activity: buying or selling a house, contracting
a mortgage, borrowing or lending, all these are entrepreneurial activities which
most adults (and some teenagers) assume with greater or lesser frequency. We
are interested in full-time entrepreneurs, but even these are difficult to tell apart
from part-time entrepreneurs and frequently in our samples we find individu-
als who became entrepreneurs gradually and, in some cases, intermittently. We
must, therefore, not only define the entrepreneur as a risk-taker and somebody
able to take advantage of and adapt to unexpected situations, but also somebody
who obtains profit by combining factors of production within the framework
of a market. Purely professional activities, however profitable, are not entrepre-
neurial. This is why we think that a pure manager is not a real entrepreneur, but
rather a professional. Let us say ez passant that these notions are not new. Rich-
ard Cantillon characterized the entreprencur as the person whose customers
paid extra to avoid the risk and the bother of storing the merchandise they were
going to consume in the future; thus the income of entrepreneurs was uncertain
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(gages incertains), and this is why they were so often bankrupt.' Third, what
makes an entreprencur well known is success. You do not find entrepreneurial
biographies of failed businessmen (unless they have been involved in titillating
scandals); most often failed businessmen abandon business. So the fact of being
studied already presupposes a measure of success, of being above average. Simple
continuity in business already implies success.

In consequence of all this, we do not worry too much about sample bias.
We think that ‘average entrepreneur’ is an elusive concept and, after all, we are
not trying to understand the average entrepreneur, but rather what makes a suc-
cessful entrepreneur, since we believe that entrepreneurial success is conducive
to social welfare. If we want to know what makes horses run we should study
thoroughbreds rather than ‘the average hack’.

For these reasons we have frequently made comparisons between our 101
twentieth-century Spanish entrepreneurs and the two similar groups of elite Eng-
lish entrepreneurs, 100 for the nineteenth century and 102 for the twentieth.

The variables we have selected for the following exercises are as follows. First,
studies: secondary, vocational, apprenticeships, college-level and university
studies; within college and university studies we have taken into account field of
study (law, medicine, engineering, etc.); we have also tried to take into account
not only quantity (years studied) but also quality (for instance, in England pub-
lic schools are supposed to be superior to grammar schools at the secondary level
and we have considered them separately). Second, family relations: whether
there is a business saga, business-related marriage, to what extent family back-
ground has determined the business activity of our entrepreneurs, etc.; we have
also introduced other variables, such as the degree of entreprenecurial self suffi-
ciency (self-made, heir and two intermediate categories) and a time variable.

For us the main explanatory variable is education, although not the only one.
Family-related variables may also be used as explanatory, and some social indica-
tors, such as religion, country or region of origin, may be so used also, although
our problem with religion now is that this variable does not apply in the Spanish
case. Our main dependent variable refers to entrepreneurial performance: versa-
tility (sector and number of sectors — such as banking, textiles, food, electricity,
etc.), plus other not strictly professional, such as political and other social activi-
ties. Since the ability to adapt, according to Schultz, Kirzner, Casson and Godley
and many others)," is one of the key abilities of entrepreneurs, versatility is one
of our key indicators of quality of the entreprencurial factor, as adaptation often
will entail transferring factors from one sector to another. Finally, we have also
considered that belonging to our elite samples is an indication of entreprencurial
success and have considered it as a second dependent variable in some of our
econometric exercises.
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Descriptive Analysis

Our first table reflects the educational levels of entrepreneurs (Table 4.1). If we
add those without studies and those about whose studies we have no informa-
tion in percentages we find that 34 per cent of Spaniards probably had no studies
above primary school (since the most probable is that ‘don’t know’ means ‘no
studies’) compared to 22 per cent of Englishmen in the JI sample and 15 per cent
of twentieth-century English businessmen (JII). However, the picture changes if
we take university-level studies into account. If we include unfinished university
studies, over half (52.1 per cent) of Spanish entrepreneurs had attended institu-
tions of higher education whereas only 30.6 per cent of English (JI) had. Even
the JII sample of twentieth-century Englishmen exhibits a lower proportion of
university trainees (48.1) than the Spanish sample. If we excluded those who had
not finished their university studies, the proportions would not vary appreci-
ably: 49.7 for Spain, and 26.9 for JI and 45.9 for JII.

In raw terms English entrepreneurs have been commonly depicted as having
relatively low levels of formal education until quite recently. This was already
pointed out in a pioneering study by De Miguel and Linz,” who compared a
Spanish sample with samples of English, American and French businessmen.
They found that Spanish and French entrepreneurs had higher standards of
formal education than their Anglo-Saxon counterparts. The same has been
observed more recently by Cassis*! in a comparison of French, British and Ger-
man businessmen. The French had the highest levels, then the German and the
British came last. However, Cassis concluded that the differences in educational
levels between British, French and German business elites had little effect on
business or economic performance. He argued that the differences among edu-
cational systems were less than usually thought.

This is one of the big differences between Spanish (more generally, Conti-
nental) and British entrepreneurs: whereas Spaniards went to the university,
Englishmen had more practical methods of training in mind. This may be due to
the character deliberately humanistic and anti-utilitarian of English universities,
especially the top ones, until well into the twentieth century, as contrasted with
French and German universities, more inclined to experimental sciences and to
being in contact with industry. John Stuart Mill, no less, in an inaugural as rector

of St Andrews University in 1867 said the following:

There is a tolerably general agreement about what a university is not. It is not a place
of professional education. Universities are not intended to teach the knowledge
required to fit men for some special mode of gaining a livelihood. Their object is
not to make skilful lawyers and physicians or engineers, but capable and cultivated
human beings.
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Mill admitted that there was a social demand for engineers and ‘industrial arts)
but he thought these matters should be taught elsewhere, not at universities.??
Continental universities did not emphasize this distinction: the polytechnic
institutes (Spanish escuelas especiales, French écoles polytechniques, German Hoch-
schulen, American institutes of technology: MIT, Caltech) were considered part
of the universities, although somewhat autonomous, or akin to universities.
This reticence on the part of English universities to embrace technological insti-
tutes until relatively recently has been acerbically criticized by British specialists
(Sanderson, Aldcroft, Coleman). Alfred Marshall, however, bemoaned the pass-
ing away of learning ‘by imitation; as he described apprenticeship.”

In any case, the proportion of English businessmen having gone through
apprenticeship was 28.2 per cent in the JI sample, more than double the Span-
ish case, 12.2. The proportion was also higher in the JII sample: 17.9 per cent.
Furthermore, many English apprenticeships were ‘articled; i.e., they entailed
practical studies in factories or firms and ended up in the acquisition of a title
or degree, very frequently in engineering, but often also in other fields such as
accounting or actuarial science. In fact, those articled apprenticeships were not
very different from the studies in polytechnic schools on the Continent.

The other English speciality was the public schools. These elite institutions
of secondary education are considered by some as closer to universities than
to ordinary secondary (‘grammar’) schools. In many cases they have been con-
sidered as entrance doors to the best universities. In other cases their prestige
was considered sufficient by their alumni to substitute for a college education,
especially by those vowed to business and politics. Some 4.7 per cent of English
businessmen in our JI sample and 6.0 per cent in JII studied in Public schools
and did not go on to college. Among elite businessmen the proportion was 4.0
per cent in the nineteenth century and 5.9 per cent in the twentieth.

Regional disparities among Spanish businessmen were considerable; unfortu-
nately the only regional biographies we have processed so far relate to Catalonia
and Valencia. The differences among these two groups and with the Spanish
elite group are considerable. The Valencia group had a distinctly lower level of
university studies: only 39.5 per cent, whereas the total Spanish average was
52.1. The Catalans were slightly above the average (55.2) and the Spanish elite
group clearly above: 64.4, i.e., almost two in three elite businessmen had univer-
sity studies. What is remarkable about Spanish businessmen is how low was the
proportion of those who had secondary studies but did not go on to college or
university: about 2 per cent. There are at least two reasons for this: 1. almost no
vocational study programmes were — or are — available; and 2. access to univer-
sity studies has always been easy and inexpensive for Spain’s middle classes.

As to the degree of self-sufficiency of businessmen (Table 4.2), we have estab-
lished four categories: self-made, heirs, nearly self-made and nearly heirs. On
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one extreme are those entrepreneurs who created a successful firm or product
by themselves or almost; on the other extreme are those who inherited an ongo-
ing concern from close relatives; in most cases these entrepreneurs made the
firm larger or more profitable, or branched out into other sectors, etc.; but they
started out with a clear advantage: we call them heirs; then we have two interme-
diate gradations: nearly self-made, those who had some help from relatives but
created something different and fairly new; and those who received substantial
family help but introduced considerable quantitative or qualitative changes. We
have not had too much trouble classifying our subjects. Spanish entrepreneurs
relied more on family networks than English: for the large samples, 49 per cent
of Spanish entrepreneurs were self-made, and 57 per cent of the English in the JT
sample and 65 per cent in the JII (all in all, 60 per cent of English entrepreneurs
were self-made).

In the elite groups the English proportion was also slightly higher; 51 (53 per
cent for nineteenth-century entrepreneurs, 50 per cent for twentieth-century)
against 48 per cent for Spaniards. What is remarkable, but not surprising, is that
among English managers (not entrepreneurs proper) the self-made were 78 per
cent. These were people who owed their success to their skills; their level of stud-
ies was clearly higher than the average; as we said, these people were a mixture of
entrepreneur-cum-professional. As to Spanish regional variations in the propor-
tions of self-sufficiency, they are not remarkable. Valencians are slightly above
average, Catalans more clearly below. One reason why this should be so is that
Catalan industrialization preceded Valencian by almost a century, so that most
Catalan entrepreneurs in the sample are already second generation, whereas
many Valencians are beginners.

Conversely, the proportion of heirs is larger among Spaniards than among
English: 31 per cent versus 26 per cent in the JI sample and 24 per cent in the
JII. This would seem natural, since Latin socicties tend to have stronger family
ties. The picture gets more blurred, however, if we focus upon elite groups: Span-
ish elite entrepreneurs received substantially less help from their families (heirs
were less than one-quarter, 23.8 per cent), whereas elite English entrepreneurs
received about the same proportion of family help as in the larger sample: 29
per cent for elite heirs in the nineteenth century, 25 per cent in the twentieth. If
we aggregate ‘heir’ and ‘nearly heir’ it turns out that, while in the large samples
the proportion of heirs and near heirs was higher in the Spanish case (40.6) than
in the English (37.5), the reverse is true for the elite samples: of the elite twen-
tieth-century Spanish group only 35.6 per cent received substantial family help,
whereas the proportions were 41.0 per cent for the English nineteenth-century
sample, 42.2 for the twentieth-century one.

Turning to the economic sectors (Table 4.3) in which our agents worked, the
percentages of entrepreneurs from each national sample who worked in the vari-
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ous sectors are quite different. To start with, Spanish entrepreneurs were more
concentrated in a few sectors, while the British were more evenly distributed.
Then, the large Spanish sample shows a rather traditional sector distribution:
banking, agriculture, textiles, building & real estate, chemistry and commerce are
the main sectors where Spanish businessmen worked; by contrast, British entre-
preneurs were concentrated in transportation, metallurgy & machine building,
commerce, automobile & aeronautics, banking, textiles and communication &
show business. Aside from banking and commerce, which hardly denote either
modernity or tradition, the main sectors for Britain (transportation, metallurgy
& machine building and automobile & aeronautics) are typical of an industrial
economy, while of the main Spanish sectors only textiles and chemistry are
genuinely industrial, with textiles typical of the early industrial stages. Spanish
industrialists seem to be highly specialized in textiles; there are, however, a cou-
ple of surprises: chemistry concentrated a higher proportion of Spanish than
of British entreprencurs, while there is more concentration in mining in Brit-
ain than in Spain. The truth is that chemicals have traditionally been a strong
industry in Spain (and let us not forget that we are dealing with percentages, not
absolute numbers). As to mining, although the mineral richness of Spanish soils
is (or rather, was) proverbial, two facts explain the largest concentration of Brit-
ish entrepreneurs: first, the basis of British metallurgy was iron and coal mining;
and second, many large Spanish mining companies were the property of Brit-
ons. Aside from these occasional exceptions, it is obvious that the occupational
structure of entrepreneurs reflected the higher technical structure of the British
economy. Even the relatively larger size of British communication & show busi-
ness reflects the greater weight of the press and the publishing sector in Britain.

Comparing elite groups the conclusions are similar, although with some
interesting nuances. Spanish elite businessmen are even more concentrated than
those of the larger sample, and that mainly in three sectors: banking goes up
from 14.2 to 18.4 per cent; food stays around 14 per cent; and building stays
around 10.5 per cent. The textile sector, by contrast, goes down considerably,
from 11.3 to 4.5. Commerce goes down considerably also, from 6.1 to 2.3, and,
though in lesser proportions, so do consumer industries and communication &
show business. In exchange, other sectors become more crowded: mining does
so in a most clear way, attracting 5.0 per cent of elite entrepreneurs, contrasted
with 1.9 in the larger sample. The same happens in iron & steel (from 2.9 to 5.0),
chemistry (from 7.1 to 8.4), power and electrical equipment (which combined
go from 5.2 to 6.7) and insurance (from 1.5 to 3.4). On the whole these changes
confirm a well-known fact: Spanish big businessmen in the twentieth century
inclined towards banking and heavy industry in a much greater degree than
those of the lower echelons, who preferred consumer industries.
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English elite businessmen exhibit a more nuanced and complex picture. Here
again, as in the larger sample, they show less sector concentration; Table 4.3,
furthermore, seems to exhibit a trend towards de-industrialization, something
which is not present in Spanish elite entrepreneurs at all. English elite entrepre-
neurs in the twentieth century seem to veer towards the tertiary sector. Their
most populated sector is communication & show business, which goes from 7.0
per cent in the nineteenth-century elite sample to 10.8 per cent in the twentieth-
century clite group; second comes automobile & acronautics (from 3.5 to 10.5),
avery large increase but largely due to the fact that these industries are typical of
the twentieth century and almost unknown in the nineteenth. Another expand-
ing sector is food and agriculture while the concentration in such traditional
sectors as metallurgy & machine building, iron & steel and textiles goes down.
In exchange, consumer industries go up. This sector includes home appliances
and furniture, office machines and scientific and photographic instruments.
Chemistry was the only heavy industry sector where English elite businessmen
were more concentrated in the twentieth than in the nineteenth century. Other
sectors whose attraction for English elite entrepreneurs went up in the twentieth
century are insurance, services (law, accounting and tourism are the largest sub-
sectors), and transportation. The relative fall in commerce obviously does not
mean that the sector’s output went down, but probably that English retailing
was not as innovative and dynamic in the twentieth century as it had been in the
nineteenth.

Comparison of the Spanish elite sample with the British elite samples of the
nineteenth and twentieth centuries also yields interesting results. The Spanish
concentration in banking is remarkable. We have already commented on that: it
must be pointed out that the clite sample shows even more concentration in that
sector than the larger sample. Compared to the English twentieth-century elite,
the Spanish clite almost triples the degree of concentration in banking. The sec-
ond largest sector for the Spanish elite was agriculture & food processing; it was
a considerable sector in Britain too, and growing. In both countries this sector
must have a traditional element (weightier in Spain, no doubt) and another ele-
ment related to retailing and modern food processing, and the trend must be the
growth of the second at the expense of the first. Another sector which is dispro-
portionally larger in the Spanish sample is building & real estate. This must be
related to the fact that the Spanish population grew in the twentieth century at
a faster rate than in the nineteenth and also experienced a marked improvement
in its standard of living. The Spanish twentieth-century business elite was much
more concentrated in heavy industry than the wider sample: such is the case of
power, chemistry, mining and iron & steel. By contrast, British elite entrepre-
neurs tended to abandon their traditional heavy industry sectors: such is the case
with iron & steel, metallurgy & machine building and mining. Another tradi-
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tionally very strong industry, British textiles, also declined from the nineteenth
to the twentieth century. The trend towards a tertiary-sector economy in Britain
is visible in the growth of services, insurance, transportation and, above all, com-
munication & show business (mostly publishing and cinema). The comparison
of the elite samples, therefore, again shows the weight of traditional industries
in Spain and the tertiarization of the British economy in the twentieth century.
If we disaggregated further than the tables show, we would see that there was
a Iarger proportion of twenticth—ccntury British elite businessmen in tourism
(included in services) than Spanish.

The contrast between the elite samples is therefore rather eloquent. In twen-
tieth-century Spain big business gravitated towards banking and heavy industry;
in England it veered towards the tertiary sector and deserted heavy industry. The
obvious explanation for this is the different degree of maturity of both econo-
mies. England was becoming post-industrial while Spain was industrializing.

Our evidence also reflects the correspondence between areas of study, with
special attention to university, and sectors of activity. It shows the polarization
in the studies of Spanish entrepreneurs: 33.7 per cent had no secondary or uni-
versity studies (or we have no information); at the other end, 52.1 per cent had
university studies. Only 14.2 per cent had gone to secondary school or taken
apprenticeship but had no university studies. This was in contrast with Brit-
ish entreprencurs, where there was a large ‘middle stratum’. Between the 22.2
per cent of English entrepreneurs with ‘no studies’ beyond primary school or
‘unknown’ and the 30.6 per cent who went to college or university, there was
almost half (47.2 per cent) who had secondary studies or had taken an appren-
ticeship.

Polarization again obtains for the Spanish elite sample, only here the weight
of university studies is more considerable (64.3 per cent), and that of lower edu-
cation smaller (23.8) while the intermediate stratum is a paltry 1.9 per cent (plus
9.9 per cent who took apprenticeships). In contrast both English elite samples
show a substantial proportion of businessmen with secondary education and no
university or college studies (43.1 per cent for the twentieth-century sample,
57.0 for the nineteenth-century one).

In the wider Spanish sample (Table 4.4), the second largest group was that of
‘no studies, and those businessmen tended towards the traditional sectors: food,
textiles, building & real estate and commerce, in addition to banking. As to those
who had been apprenticed and therefore had not gone to university but had had
professional training, they again flocked towards the less technically sophisti-
cated sectors: textiles, commerce and food, in addition to banking, which was
a sort of ‘joker card’ sector. Commerce is also somewhat of a portmantean, in
that it may span from high-level international trade-cum-finance activities to
just plain peddling. Those with university studies are even more concentrated
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in banking, agriculture & food and real estate, but their presence in chemicals,
communication & show business, textiles, transportation and iron & steel is
(with the exception of textiles) much stronger than that of the other groups.
The textile sector is more the preserve of those with lower levels of education.
Engineers are more concentrated in more technical sectors such as power and
electrical equipment, chemistry and metallurgy & machine building, although
also in building & real estate (not too surprising, since the group includes road
and bridge engineers and architects) and in banking and agriculture & food.
The other large group of Spanish entrepreneurs with university studies is that
of lawyers and economists. This is a versatile group: bankers predominate, but
agriculture & food is a strong second, followed by building & real estate, with
textiles, transportation and services somewhat behind. Obviously, social science
students tended to be jacks-of-all-trades. The other groups were rather small, so
just a brief comment should suffice: it seems logical that those with degrees in
sciences should concentrate in chemicals.

Our data shows that the average versatility of Spanish businessmen was 1.8
sectors per person. Engineers were above average, although in the lawyers’ and
economists’ case, slightly below, the difference was probably not significant.
Somewhat surprisingly, the other groups that are clearly above the average are
those with other, not specified, university degrees (another portmantean) and
those who did not finish their studies, although these are not much above aver-
age. Allin all, however, figures support our initial assumption: university studies
make entreprencurs more versatile, and also better able to tackle sectors that
are more complex technically. This does not seem very surprising to us, but not
much quantitative evidence of this sort has been gathered before. And, as we saw
in the introduction, these results should surprise some scholars.

English entreprencurs (Table 4.4) seem to have been less versatile than the
Spanish, for an average of 1.3 sectors for each individual. Those lacking univer-
sity or secondary studies are concentrated upon commerce, transportation and
textiles, very traditional sectors in England. As in the Spanish case, their versatil-
ity is below average. In general, the versatility of English businessmen is clustered
around the average, with a few exceptions: those who did not finish their univer-
sity studies were clearly less versatile than the average, while those who graduated
from public school and those who studied sciences were clearly more versatile;
those who studied economics and commerce were also about one percentage
point above average. Public school students clustered around four sectors: bank-
ing, commerce, transportation and metallurgy. There is no clear pattern here,
save their versatility and their strong specialization in banking (29 per cent).
Those who took apprenticeship, articled or not, veered heavily towards metal-
lurgy & machine building, with automobile & acronautics as a strong second
and transportation in third place. No surprise here. Other sectors that those who
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had been apprenticed tended to were building & real estate, textiles, power and
electrical equipment and commerce. The pattern here is a clear preference for the
technical and mechanical industries. For those who graduated from college or
university without a distinct specialization no clear pattern is discernible either:
transportation, textiles, mining and banking are the main sectors, but there is a
wide spread.

Turning to our elite samples, some contrasts are telling: for instance, almost
one-quarter of our clite Spanish entreprencurs had studied law, while of the 202
English elite entrepreneurs only 3 did, a paltry 1.5 per cent. In exchange, 30 per
cent of elite English entrepreneurs had taken up apprenticeship, as contrasted
with 10 per cent of the Spanish. Another clear contrast is the proportion of elite
entrepreneurs who took up secondary studies only: 14.9 per cent of the English.
If we add those who attended public schools, the combined percentage is 19.8
per cent. By stark contrast, the proportion of Spanish elite entreprencurs who
did secondary studies only is 2 per cent. We commented on this before.

As expected, most of the elite Spaniards with no university training (includ-
ing the ones we have no information about) gravitated towards more traditional
sectors: food, building, textiles and banking. By contrast engineers, while also
prominent in banking and building, were almost equally conspicuous in power
and electrical equipment, metallurgy & chemicals. It is interesting that engi-
neers should be relatively numerous in communication & show business. There
are three of them in this sector, as many as in mining. This is due to a curious
coincidence: one of the three in communication & show business (Pau Salvat i
Espasa) was the scion of a dynasty of book publishers who studied architecture
(he designed the firm’s building) but in the end followed the family tradition;
another (Nicolds Urgoiti) was an engineer who started out working for a paper
mill and became a newspaper publisher. Lawyers, on the other hand, flocked to
banking (over half of them) and insurance. A little more surprising is that four of
them should be in iron & steel.

Elite English entreprencurs were more evenly distributed. Banking was less
prominent than among Spaniards and technical sectors more so. Those with no
university or secondary education (or ‘no information’) were 17 per cent of the
total. They gravitated towards commerce and communication & show business,
but also towards iron & steel. A good example is William M. Aitken, Lord Bea-
verbrook, of Canadian origin, a self-made man with no university studies (he
failed a Latin exam) who became a press tycoon in England. There are no compa-
rable press magnates in Spain, although in our sample Urgoiti, Godé (of a textile
and newspaper dynasty) and Luca de Tena were the founders of newspapers, two
of them still extant. Other sectors which attracted non-educated English elite
entrepreneurs were general services and textiles. Of the one-third (66 individu-
als) of English elite entrepreneurs who undertook university studies one-quarter
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(24 per cent) never finished. By contrast, 101 (50 per cent) had secondary stud-
ies, apprenticeship or went to public schools. Of these, 65 took up technical
professions, in sectors such as metallurgy & machine building, automobile &
aeronautics, power and electrical equipment, transportation, chemistry and iron
& steel. Of the total elite group this was about one-third (32.2 per cent). This
contrasts with 13 (6 per cent) among those with lower levels of education who
undertook work in those sectors. The proportion of those who took occupation
in those technical sectors among the college or university educated was 23.3 per
cent (47 individuals). From this standpoint, in the English elite, entreprencurs
with secondary education seem to be the most technologically inclined, and
those with higher studies a little less, while those with no, or only elementary,
education seem to belong to a different population with much lower techni-
cal propensities or abilities. The same seems to obtain in banking, commerce
and tourism. Banking seems to have attracted the educated much more, whereas
commerce and tourism seem clearly the domain of the less educated.

To what extent did university education make a difference in England? Not
much when compared with secondary education. The university-educated seem
to have been more specialized in automobile & aeronautics, banking, iron &
steel and chemistry than the other groups and clearly less in Food. In automobile
& aeronautics and in banking the more education the more participation seems
to have been the rule. But, to repeat, among English elite entrepreneurs the great
divide seems to have been between those with only primary education (or less)
and the others. Among the Spanish elite the cleavage is between the university-
educated and the rest, because there was hardly any middle ground.

To reiterate once more, these impressionistic but stubbornly consistent con-
clusions seem quite commonsensical and self-evident but, as we have seen, are
far from being widely shared. Elite entrepreneurs both in England and in Spain
had higher levels of education than the average. In addition versatility and the
choice of more technically sophisticated sectors also seem to be a function of
the level of studies and of the fields of study. The main difference between the
two countries was that secondary education was much more effective in England
than in Spain, so many successful entrepreneurs in England just completed this
level of education.

One possible objection which could be posed to our finding that successful
entrepreneurs have a higher educational standard than the average (or than those
less prominent or successful) is that the relation may be just the inverse, i.c., the
causation might not run from studies to performance, but rather in the other
direction; or, at least, that there might be a reciprocal causation. The possibility
exists that those entrepreneurs who have higher-level studies may often belong
to prosperous families and, therefore, they may owe both their success and their
high-level studies to a third factor: family income or status.
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In order to contrast this alternative hypothesis we have analysed our ‘self-
made’ sample to see whether the level of studies was significantly different from
the rest. Since the self-made entreprencurs do not owe their success to their
families’ wealth, in this case the role of family income as independent or causal
variable should be excluded. Therefore, if family income or status were determi-
nant, the level of studies of the ‘Self-made’ should be significantly lower.

An X2 test showed that the difference in the level of studies between self-
made entrepreneurs and the rest was not significant among all our samples of
entrepreneurs, both English and Spanish. Family income or status, therefore,
does not seem to account for entreprencurial versatility.

Econometric Analysis

We start with the analysis of a variable that would express a degree of entrepre-
neurial success. According to the definitions of entrepreneurship which we cited
before, economic versatility (or adaptability) could be considered as one of the
essential qualities of entreprencurship. We assume that the more versatile an
entrepreneur is, the more successful or, at least, the better prepared he is to be
successful.

After a series of failed trials with linear regression, we decided to try the logit
method, since most of our variables are of the binary nature to which logit is
best adapted. Our dependent variable, therefore, will be the number of sectors in
which our subjects had been active. It has been made binary by considering that
the entrepreneur was versatile if he operated in more than one sector and not
versatile if he operated in only one sector.

We group these independent variables into three categories: time, education
and self-sufficiency. These groups can be decomposed into several groups of vari-
ables collected into our database as follows:

— Time: birth (year of birth; this is the only continuous, non-binary vari-
able).

— Education: no studies (or only primary studies) and unknown; appren-
ticeship; articled apprenticeship; secondary school; public school; sciences,
engineering or architecture; economics or law; and rest of university studies
(various fields or unfinished university studies).

— Self Sufficiency: self-made entrepreneur; heir (inherited an ongoing busi-
ness), nearly self-made and nearly heir.

All these variables have been more fully discussed above. The only one not
discussed is year of birth. We have included this variable because we wanted to
know whether as time passed entreprencurs became more or less versatile. There
are reasons in favour of both possibilities. They could become more versatile

as their years and quality of schooling lengthened and improved. They could



100 The Determinants of Entrepreneurship

become less so as economic complexity increased and specialization became
more necessary for good performance. An example will suffice: we found that
in England carpenters or cabinetmakers often ended up designing acroplanes,
as did automobile engineers. The somewhat surprising role of carpenters in the
carly years of aviation was due to the fact that the first fuselages were made of
wood. As materials and design improved, however, only acronautical engineers
designed acroplanes. In this case, versatility would decrease with time and cor-
relation would be negative.

Our model then would be as follows:

Probability (Y = 1) = Probability (versatile entrepreneur = 1) =

exp (B,+p,Nac+B,Engl+ B, ApprMed+ f Publ+ ... + 8 Heir+ B Self)

L+exp (B,+ B, Nac+@, Engl+ . ApprMed+, Publ+ ... + B Heir+ B Self)
Our initial sample is a set of 1,181 English entreprencurs (only JI). And the
results would be as summarized in Table 4.5 (first column).

The most significant educational variables are public school (significant at
the 99 per cent level) and economics/law (90 per cent level). They tell us that
the most versatile entreprencurs were those who had attended public school and,
with a smaller probability, those who had studied economics or law. Further tests
will show that the public school variable is quite robust (so much so that we
can only subscribe to Berghoff’s conclusion, that ‘the hypothesis of the negative
influence of public schools on late nineteenth-century economic growth must
be rejected i tot0’):** while economics/law is considerably less so. As to what
we have called entreprencurial self-sufficiency, our results show that moderately
self-sufficient entrepreneurs (nearly self-made and nearly heir) were more versa-
tile than self-made or heirs. These results are quite logical. By our definition heirs
tended to stick to the business and the sector they inherited; self-made individu-
als probably also stuck to the business they built and therefore tended to stay in
that same sector.

Although not significant, it is interesting to note that three variables have
negative values: apprenticeship, articled apprenticeship and secondary educa-
tion. We interpret this as a strong indication that college- or university-level
studies contributed to entrepreneurial versatility, something that is suggested by
the positive sign of sciences/engineer/architect and rest of university studies, in
addition to economics/law. This will be confirmed in further tests. The appren-
ticeship variables, however, have positive signs and become significant in other,
more refined tests, as we will see. The birth variable appears to be minuscule and
not significant, but this will also change somewhat in further tests.

A first refinement of our analysis will be to introduce multinomial logit in
order to be able to distinguish between ‘moderately versatile’ (active in 2 sectors)
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and ‘highly versatile’ (active in 3 or more sectors) entrepreneurs. The results are
in Table 4.5 (second column).

Here again in both cases public school has high values and significance:
public school graduates were among the moderately and the highly versatile.
The relative novelty is that while economics or law graduates were moderately
versatile, scientists and architects emerge now as highly versatile with a strong
coeflicient and good significance (95 per cent). For the rest, the comments about
the straight logit model seem valid here. As a final consideration, the predictive
value of our model seems more than acceptable with more than three-quarters of
the cases correctly predicted in both simple and multinomial models.

A possible objection to our assumptions could be about the meaning of
versatility as measured by number of sectors of activity. It could be said that
working in several sectors might indicate failure rather than success, since it is
possible that a businessman failing in a sector would move to a different one
in hope of better luck. This could be a sort of forward escape’ phenomenon
(what the French call fuite en avant). We know this to be a rather infrequent
case among the individuals in our sample, but we may agree that just ‘number
of sectors’ seems too crude a measure, especially if not complemented with a
different type of measure or variable. This is one reason why we decided to build
our elite groups or sub-samples. We had already made an elite sample of Span-
ish entrepreneurs in the Torres Villanueva book of the 100 entrepreneurs of the
twentieth century. We would gather two similar samples of around 200 Eng-
lish businessmen in order to facilitate comparison; although the Spanish group
belonged to the twentieth century only, since the English economy was far more
advanced, comparison with nineteenth-century Englishmen seemed to us per-
fectly legitimate and justified. The criteria utilized in the selection of the English
elite samples were mentioned before. The building of these samples would not
only permit comparison; it would also provide us with a second variable indicat-
ing entreprencurial success and very amenable to the logit model. Inclusion in
our elite samples would be an alternative variable indicating success.

Our next test would, therefore, use inclusion in our two English elite samples
(a total of 202 individuals) as a dependent variable; the large sample would be
that of 1,181 entrepreneurs. The independent variables would be the usual ones.
The results are in Table 4.5 (fourth column).

Although again our educational variables seem to have considerable effect
upon the success of English entrepreneurs, there are some notable changes in
this new test. For one thing, the fit is much better than in the ‘versatility’ tests:
almost 92 per cent of the predictions are correct. For another thing, birth turns
out to be highly significant now, although it also has a negative sign and a low
coefficient. This would seem to indicate that English entrepreneurs were a little
less successful in more recent times, something that we find difficult to interpret.
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May this mean that the age of the grandest English entreprencurs was the heroic
nineteenth century? Perhaps the main novelties, however, are the solid coeffi-
cient and high significance of apprenticeship and the negative sign and lack of
signiﬁcance of economics/law. These are novel but not too surprising. Appren-
ticeship has a strong tradition in England and a crucial role in the formation of
entrepreneurs, who may not be very versatile but often became highly successful
in their fields of specialization. As to graduates in economics and law, their case
seems to be the reverse: versatile, but not as well-rounded in their role of busi-
nessmen. Public school again has a strong and highly significant coeflicient and
the same is the case of scientists and architects. Another group of university- and
college-educated businessmen, including those who did not obtain a degree (rest
of university studies), has a respectable positive coefficient which is significant
at the 90 per cent level. By contrast, the various degrees of self-sufficiency seem
to have no appreciable effect upon entreprencurial success. All in all, this model
seems to confirm quite categorically that university and college trainingis a pow-
erful lever to entrepreneurial success according to the two definitions of it we
have used, versatility and overall distinction.

Our next step in the utilization of our elite samples will be to compare English
and Spanish entreprencurs. We return to our versatility model: dependent vari-
able is again number of sectors per businessman and the independent variables
are the usual except for three variations: one, public school, has been eliminated
because, as we know, public schools do not exist in Spain; two, articled and
non-articled apprenticeships have been aggregated because there are no articled
apprenticeships in Spain. The aggregate variable now is called apprenticeship. As
result of these changes our English sample is reduced to 189 individuals (those
who did not attend public school); the Spanish sample is composed of 101 indi-
viduals; total sample size, therefore, is 290. The third variation is that we have
added the variable English which denotes whether the entrepreneur was English
or Spanish. It is worth mentioning that since here we are dealing with elite entre-
preneurs the ‘forward escape’ phenomenon which could affect versatility as a
positive entrepreneurial trait could be totally discarded. The results are in Table
4.5 (final column).

Our first finding is that the English variable is neither high nor significant,
which undoubtedly means that the differences between English and Spanish
entrepreneurs regarding versatility are not very important. Its sign is negative,
though, which accords with our finding through descriptive analysis that Eng-
lish entrepreneurs were less versatile than Spanish. Birth is even lower and less
significant, and also negative. The apprenticeship coefficient is high and sig-
nificant at the 95 per cent level. It is also negative. This agrees with our earlier
findings that businessmen who went through apprenticeship tended to stick to
their speciality and were not very versatile, although this did not prevent them
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from achieving distinction. Sciences/engineer/architect has a positive sign
and is significant at the 90 per cent level. Economics/law, although lower and
non-significant, has a positive sign. It compares well with secondary, confirm-
ing our impression that college education favours versatility. As to the degrees
of entrepreneurial self-sufficiency, it seems again that heirs were the least versa-
tile, followed by sclf-made individuals. This is also consistent with our previous
findings. The model, however, has lost predictive power relative to our earlier
‘versatility models) no doubt due to diminished homogeneity when mixing Eng-
lish and Spanish businessmen.

Final Considerations

Our results are far from conclusive. It is our immediate purpose to enlarge
our Spanish sample so as to make it more homogeneous and thereby facilitate
further comparison with the English sample. However, it is encouraging that
the data gathered and processed so far seem to confirm our rather simple and
commonsensical hypotheses that education has a beneficial influence upon
entrepreneurial activity and that college and university education (with the
addition of public schools) improve the versatility and overall performance of
entrepreneurs. In other words, nurture is an important part of entreprencurship.
Nature can be improved upon.



S DYNASTIES AND ASSOCIATIONS IN
ENTREPRENEURSHIP: AN APPROACH
THROUGH THE CATALAN CASE

Paloma Fernandez-Pérez and Nuria Puig

Introduction

Recent literature on entreprencurship stresses the fundamental role played by
networks in achieving innovation, competitiveness and internationalization.
Networks with an impact on entreprencurship in a territory often are of two
kinds: an individual entreprencur with other entreprencurs and firms, and a
group of firms establishing networks with other firms and institutions.! Dynas-
ties are examples of the first type and associations of firms of the second type
of networking.* Some dynasties have played a determinant role in promoting
innovation in some economic sectors and regions of the world, as the Wendels,
Haniels and Falcks in the iron and steel industries of Europe, or the Fords and
the Toyodas in the organization of the car industry in America and Asia. As
economic historian David Landes has outlined, scholars have generally under-
estimated the role of dynasties in the advance of entreprencurship in both
developed and underdeveloped economies.® Associations of entrepreneurs, on
the other hand, have often performed a key role as rather stable networks that
help reduce information and knowledge transfer costs among small and medium
enterprises or that help large corporations monopolize some markets. Academic
literature usually studies both kinds of networks in separate ways, but economic
and business history reveals that often both have played a combined role in pro-
moting entrepreneurial spirit in a territory in the long run. Our chapter offers
empirical data and analysis about the role dynasties and associations have per-
formed in fostering entrepreneurship in Catalonia during a period of more than
a century. With this contribution we want to highlight the importance of social
capital construction to understanding the history of entrepreneurship.

- 105 -
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It is precisely in order to shed light on the role played by dynasties in the
creation of social capital and the accumulation and transfer of entreprencur-
ship that this section starts by looking at the role played by dynasties in the long
term, from the late nineteenth century through the late twentieth century, in
the Spanish region of Catalonia. Spanish economic historians have stressed
the historical leadership of this region in the Spanish industrialization process.
Moreover, hundreds of biographies have revealed the existence of many Schum-
peterian innovative entrepreneurs in the region, able to see opportunities and
gather resources to establish businesses in a wide variety of economic activi-
ties. There is, however, comparatively less work, with a cross-sector approach,
on the social and institutional dynastic networks that made entrepreneurship
such a historically available, and adaptive, resource in this region. Interestingly,
in Catalonia a considerable number of Schumpeterian dynasties have managed
to transfer entrepreneurship from generation to generation, thus leaving a valu-
able bequest for the future of the region. Many of these dynasties are indeed
leading the internationalization process of many Spanish firms in quite a suc-
cessful way. We will place the Catalan dynasties in a theoretical framework that
takes into account the social capital of the region as a factor that helped to build
the networks through which information, goods and persons have flowed over
time. Ultimately, we want to add evidence on the role of dynastic networks in
the endowment of entrepreneurship in this territory since the last third of the
nineteenth century.

Dynasties are usually visible in politics, and often political analysts and
journalists have studied the complex ways through which some dynasties have
determined the economy and politics of a country or region for generations.
Dynasties have also been studied in economic and business research, particularly
in the world of finance since the Middle Ages and in the iron and steel indus-
tries since the Industrial Revolution. The Fuggers, the Rothschilds, the Wendels,
the Falcks, the Thyssens or the Ybarras or Gironas are only a few well-known
examples. However, dynasties are often analysed as isolated case studies, and
economists and historians have not in general analysed in a collective way their
contribution to regional or national entrepreneurship and economic growth. As
Harvard professor David Landes has outlined, the prevalent economic thought
prefers to ignore family firms as a serious material of study and usually deals with
them as a kind of obsolete and irrelevant type of firm.* This viewpoint may offer
dangerously misleading conclusions, because many dynasties have performed an
outstanding role in advancing innovation in developing countries and in creat-
ing enduring brands that have improved a country’s image in world markets. The
performance of a dynasty would be determined by two dominant factors: the
entrepreneurial activity in which it is involved, and the way a particular society
perceives such activity.
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The few available books of entreprencurial dynasties during the twentieth
century usually highlight a few well-known cases. The key issue is if we can go
beyond cases and anecdotes and build a more collective approach to the role
played by dynasties in the endowment of entreprencurship in a territory. More
particularly, the question we address here is if we can identify dynastic factors in
the analysis of entrepreneurship in a region for which we have relative wealth of
published biographical information of entrepreneurs: Catalonia.

Our first hypothesis is that the accumulation of entreprencurial dynasties
facilitates knowledge exchange, networking, accumulation of social capital
and thercfore potential to create more entreprencurship outside the dynasties,
around them, in the territory where they perform their economic activity. By
entrepreneurial dynasty we understand an extended family linked by blood or
spiritual ties whose members have created and maintained regionally embedded
businesses of diverse kinds during several generations. Our second hypothesis is
that entrepreneurial dynasties provide endowment of entreprencurship in a given
territory only if they are able to combine three factors: historical specialization
in some market niches, associative skills for knowledge exchange and lobbies for
collective action. Figure 5.1 illustrates this.

Figure 5.1: Factors of Dynastic Entrepreneurship.

Historical
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Very rarely have economic or business historians taken into account the historical
contribution of dynastic business groups to the formation of entreprencurship
and social capital in Spain with a cross-sector macroeconomic perspective. This
is particularly true in Catalonia, perhaps as a legacy of the democratic transition
in the twentieth century, in which great fortunes were ideologically identified
as the backbone of Franco’s four-decade-long military dictatorship. Indeed it
is a big contrast in comparison with recent work done on the contribution of
dynasties to European, American and Asian capitalism in the last two centuries,
in which dynasties are identified with innovation and progress in key sectors of
the first and second technological revolution.” We believe that the time is right
to start revisiting our own business history and acknowledge the role played
by enduring entrepreneurial families (regardless of their political ideology and
activity) to wealth creation.

This study benefits from accumulated published studies about entrepre-
neurs in Catalonia and identifies the most enduring dynastic business groups
and entrepreneurial families. Catalan dynasties are placed in a four-generational
framework that allows understanding of their timing, specialization and growth
strategy. The relationship of dynasties to regional economic history provides
arguments to illustrate the three determinants that in combination have allowed
a strong contribution of dynasties to a rich endowment of entrepreneurship in
Catalonia: 1. historical specialization in market niches (consumer goods, metal-
mechanical and pharma-chemical industries); 2. accumulated skills to associate
for training, networking and knowledge-exchange purposes (with a strong role
played by nineteenth-century associations, chambers of trade, entreprencurial
associations and business schools); and 3. accumulated skills to develop collec-
tive action while adapting and trying to shape changing political and market
environments.

Jordi Nadal, Francesc Cabana, Angels Sola and Gary McDonogh, among
many other relevant authors, have offered good general approaches and excellent
biographies about entrepreneurship in the industrial, commercial and banking
sectors of the region in the nineteenth century and a good deal of the twentieth
century.® Pere Pascual has also recently published with Jordi Nadal an extensive
study about the copper manufacturing family of Lacambra (200 years in the
business). Insightful studies are also available about large landowning families
in Catalonia by Jordi Planas. He has studied how the Instituto Agricola Cataldn
de San Isidro, founded in 1851, gathered 100 large landowners who success-
fully lobbied for tax reduction between the end of the nineteenth century and
first decades of the twentieth century. Miquel Gutiérrez has published on the
paper-making families of Capellades in Anoia and their long-lasting competitive
advantages in this sector until modern times. Francesc Valls has studied the con-
tribution of wine producers to the Catalan textile industry. Of course we cannot
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forget the pioneering studies of Josep Maria Benaul on the woollen entrepre-
neurs of the Vallés district and Esteve Deu’s studies on long-lasting innovative
entrepreneurs in the metal-mechanic sector in this Vallés district.” All these stud-
ies are major landmarks in our knowledge about entrepreneurship embedded in
districts in Catalonia.® Instead of focusing on particular sectors as the historiog-
raphy has frequently done in the last decades, we here try to go a step further to
offer a cross-sectoral analysis.

An Empirical Examination of Catalan Entrepreneurial Dynasties

A relatively recent research about 400 family firms in Catalonia in 1999, with a
turnover of more than 1.2 million curos, showed that of a total sample of 7,899
firms with sales of more than 1.2 million euros and legal residence in Catalonia,
65 per cent were family-owned and controlled and their employment was 57.1
per cent of the sample and sales 54.9 per cent of the sample.” The most important
sector in which these family firms developed their activities was metal manufac-
turing (more than 70 per cent of the firms of this sector in Catalonia were family
firms), followed by the chemical sector (53 per cent of the firms of this sector in
Catalonia were family firms). Only 6.8 per cent of them had given full executive
responsibilities to outsiders. More family control usually ran parallel to decreas-
ing dimension and sales, and usually less family control was linked to bigger size
and sales. Regarding longevity, 32 per cent were founded after 1970, 41.4 per
cent between 1940 and 1969, 15.9 per cent between 1910 and 1939 and 10.8
per cent before 1910. The contrasts with average percentages for Spain (accord-
ing to the sample of Gallo in 1989) were striking, as in this Spanish sample the
percentages of firms were 75 per cent in first generation, 16 per cent in second
generation, 8 per cent in third generation and 1 per cent in fourth or more gen-
erations.!® However, percentages regarding generation ownership and control
among the 107 members of the Spanish Instituto de la Empresa Familiar (IEF)
were closer to the Catalan ones: first generation 13 per cent, second 42 per cent,
third 21 per cent and fourth or more 24 per cent.!! Catalan family firms at the
end of the twentieth century performed in a similar way compared with North
American family firms in terms of longevity: in 1997 in the United States 32 per
cent of family firms were on first generation of family control, 41 per cent on the
second one, 16 per cent on the third one, and 11 per cent on fourth or more.'
Our study, which focuses more precisely only on ‘historical’ family firms with
at least two family generations in control of the firm, demonstrates and confirms
that there is a large number of historical family firms in Catalonia. Of a total
number of 84 Catalan large family firms, 15 were born before the twentieth cen-
tury, 18 during the first third of the twentieth century, 43 during Franco’s regime
and 8 after 1975. The tables provided in the appendix to this chapter present
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data for the year 2005 about 84 family firms (55 of them internationalized) with
legal residence in Catalonia, with at least 40 million euros turnover and some
members of at least the second generation of the family with managerial respon-
sibilities (a sign of their willingness to keep working in the family business).”®
Half of them were founded before the Spanish Civil War, which means a big
success of endurance in the territory despite the political and economic turmoil
suffered by entreprencurs since that time. Many also started their internationali-
zation strategies before the war, though of course the big rush to conquer foreign
markets took place after Franco’s death as conditions drastically improved with
democracy and integration in European institutions. There are many examples
of medium family firms that internationalized between the late nineteenth cen-
tury and the early 1930s, in specialized regionally embedded market niches like
paper-making, alcoholic beverages, food production and cork or book manufac-
turing. Latin America and France were the preferred destinations of this Spanish
foreign activity, and some even tried the United States market.

From the late eighteenth century through the mid-twentieth century, Catalo-
nia led the industrialization process in Spain. This leading position was based on
a set of institutional reforms introduced in the fifteenth century as well as on its
strategic position in the western Mediterranean. As a result, Catalan agriculture
soon became market-oriented. Not only at a national scale, since the demand for
Catalan wines and spirits soared through the seventeenth and eighteenth centu-
ries in the shadow of the American empire. All this favoured the accumulation of
capital as well as the dissemination of mercantile attitudes and aptitudes across
the region. It was on this favourable soil that the first attempts to introduce Eng-
lish technical and commercial innovations took place.

As in most parts of Europe, in Catalonia the first industrialization wave
focused on consumer, labour-intensive industries such as textiles, metal and food.
It developed under a strong foreign influence. Most of the enterprises that led the
take-off of the Catalan industrialization between ¢. 1840 and ¢. 1890 were family
owned and managed. The effects of this first generation of ‘modern’ entrepreneurs
on the Catalan business and social structure were and remain huge.'* As Catalo-
nia became Spain’s workshop and most advanced region, its economy increased
its dependence on the textile (cotton and wool) industry (Nadal has stated that
by the end of the century Catalonia produced 90 per cent of cotton, 63 per cent
of wool, 55 per cent of silk, and 44 per cent of linen textiles in Spain)" and
the business landscape was dominated by small and financially weak firms. The
various crises (American Civil War, Great Depression, Spanish-American War)
that took place during this period proved that this concentration was risky. As a
result, Catalan entrepreneurs became increasingly risk-averse and protectionist.
Collective research published on Catalan entrepreneurs shows that, notwith-
standing this, a number of entrepreneurial families managed to diversify and
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build powerful business groups. An outstanding example of this is the Comillas
group, created by the Lépez and Giiell colonial families, well studied by histo-
rian Martin Rodrigo. By the turn of the century, Comillas investments included
not only textiles, but banking, shipping, insurance, tobacco, telecommunica-
tions and cement, among others. Its founders, Antonio Lépez and Joan Giiell,
reached a prominent position in the Spanish political economy and society of
the time. Around them we have identified a large number of families that played
an important role in the modernization of the textile, food, metal and chemical
industries of the nineteenth century: Bonaplata, Planas, Muntadas, Ferrer-Vidal,
Serra-Bertrand, Batllé, Puig-Fabra, Marqués, Sedd, Rosés, Torras and Riviere,
among others. Supported by Basque industrialists (specializing in iron and steel)
and Castilian large landowners (specializing in wheat), these early entrepreneurs
succeeded in shaping a highly protectionist framework in 1891 and 1906. Dur-
ing the subsequent six decades, the Catalan industry, sheltered from foreign
competition by an increasingly protectionist legal framework, focused mainly
on the domestic market.

It was in this sort of setting that the second industrialization wave took hold
and a second generation of modern entrepreneurs and entrepreneurial dynasties
emerged. Many of the already mentioned families kept on playing an important
role in the Catalan economy. But there was a new batch of entrepreneurs, many
of whose firms have actually survived and become large and international. This
is the case of Raventds-Codorniu, Ferrer-Freixenet and Torres (wine); Uriach
and Esteve (pharmaceuticals); Puig (perfume); Torras (paper); Godé and Salvat
(publishers); Roca (metal); Riviere (steel wire); Roviralta (construction); and
Cottet (optics). All of them are present in our database of the largest Catalan
historical family firms.’ Historical background of this second generation of
entrepreneurs, active between the period 1890-1935, includes the impact of
the colonial crisis and the Great War and the fall of early Catalan banks. In the
1930s Catalan business (its largest firms) was dominated by family firms, busi-
ness groups (many of them multi-family groups) and foreign multinationals.
The latter played a relevant role in the implementation of the Second Industrial
Revolution and created many business opportunities for those Catalan families
(old and new) able to execute business projects. Besides Comillas and some of
the old names we find new families working in partnership with Ford, Nestle,
Coca-Cola, American Standard, Bayer or Hoechst, as well as others working on
their own.

Available biographies add qualitative information about the internation-
alization paths of Catalan family firms, eventually illuminating the process of
creation of their competitive advantages. For instance, Pau Miquel i Costas
opened his first distribution establishment in La Habana in 1880, the Mateu
family opened the first subsidiary of their car factory Hispano Suiza in France
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in 1912, the Jorba family established the significant retail store Maison Jorba in
Brussels in 1919, the Salvat family of publishers spread their exports throughout
Latin America in the first decade of the twentieth century, Daniel Carasso estab-
lished the first French factory of the Catalan family firm Danone in Lavallois Pret
in 1932, agreements with foreign partners to transfer modern technology were
signed by the Vila family of textile industrialists with French partners in 1923.
Perfume manufacturers like Myrurgia of the Monegal family used to hire French
technicians to update their designs and marketing techniques in the 1920s. And
the cork producer Joan Miquel i Avelli managed to transform his Manufacturas
de Corcho (founded in 1916) into the European leader of cork manufacturing in
1929. Whereas some of these and similar firms disappeared after the war, many
others were acquired along with their brands and know-how by surviving firms,
and others like Miquel i Costas have endured as remarkable family firms able
to adapt flexibly to new times."” In the Catalan case, the modernization of the
textile, food, metal and chemical industry during the nineteenth and early twen-
tieth centuries was carried out to a large extent by a few prominent families. It
was the case of Bonaplata, Planas, Giiell, Lépez-Giiell, Muntadas, Ferrer-Vidal,
Serra-Bertrand, Batll6, Puig-Fabra, Marqués, Sedd, Rosés, Torras and Riviere,
among others.'® Many of the firms that have survived and grown large and inter-
national were born precisely in this region.

Roca, a world leading sanitary equipment manufacturer, is a case in point."”
The small iron workshop of Ignasi Soler, established in Manlleu in 1830, was
transformed several times during the nineteenth century to adapt first to steam
power and to provide auxiliary services to the textile industry and house appli-
ances demand, and afterwards by the end of that century to electric power and
new urban demands. From repairing local horseshoes they were able to repair
power looms and steam machines of the nearby villages and then learnt to build
iron radiators for the Spanish market. The second and third generation of the
Roca family of Manlleu learnt new techniques by travelling during their youth
to Barcelona for apprenticeship in the best and most innovative metal mechanic
manufacturing houses, many of them founded by foreigners like Casa Alexander
or Talleres Pfeiffer. At the beginning of the twentieth century and right before
the First World War some members of the fourth generation travelled to France
and managed to be employed in the French subsidiary of the American Radia-
tors Corporation (ARCo), the world leading manufacturer of iron and steel
radiators and sanitary ceramic equipment. Martin and Matias led the produc-
tion after massive imitation of the American products observed in France while
their sister Angela managed the book accountancy and younger brother Josep
Roca Soler attended high technical studies in two of the few innovative cen-
tres established in Spain in electronics and engineering: Instituto Electrénico
de Sarrid and Escuela de Ingenieros of Barcelona. The new generation was able
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to juxtapose their different abilities and skills for new purposes. Their differen-
tiating strategy regarding Spanish competitors was to combine innovation with
technical service, and for this reason in 1929 they established a cooperation
agreement with the big American corporation from which they learnt the new
path of industrial activity: ARCo. This agreement meant sharing ownership (51
per cent for the American corporation), but led them to leadership in the Span-
ish market of radiators and sanitary ceramic equipment during almost all of the
twentieth century. Today, they continue this strategy of cooperation abroad and
are world leaders in this sector of activity.

The outbreak of the Spanish Civil War in 1936 put an end to the implemen-
tation of the Second Industrial Revolution. Even more harmful were the effects
of the autarkic policy displayed in the next two decades, as it forced many small
and middle-sized firms to integrate vertically and rely on low quality, expensive
raw materials. At the same time, however, the new framework created opportu-
nities for those entrepreneurs and family firms, old and new, able to survive and
link their destinies with the new political order. Again we find a third generation
of family entreprencurship in the region that is best exemplified by the Carulla
and Lara families. As a matter of fact, Table 5.2 in the appendix reveals that
many of the surviving firms were founded under Franco’s rule, a fact that sug-
gests that extreme protectionism might have provided an advantage for many
firms, limiting foreign and eventually also domestic competition. Tables in the
appendix show further that surviving Catalan family firms still keep a strong
industrial profile, with a remarkable specialization in food processing, chemi-
cals and pharmaceuticals. This is consistent with the economic transformation
undergone in the previous period and with Catalonia’s industrial atmosphere.
But it is also consistent with the sort of stimulus created by the otherwise irra-
tional industrial policy of the 1940s and early 1950s. Interestingly, in technically
complex industries such as chemical and pharmaceutical industries, autarky soon
became rhetoric and domestic firms managed to get the necessary technologi-
cal assistance from foreign firms. Catalan family firms kept on excelling at this,
in some cases building on pre-war links, in others establishing new links. The
overall business atmosphere, however, was suffocating (corruption dominated
import licenses and the distribution of industrial inputs, for instance), so that
both international contacts or skills and political connections became crucial to
found a firm or keep it going. Anna Solé’s preliminary results of her database on
post-war surviving industrial firms in Catalonia show the pain suffered by larger
firms in capital-intensive industries and the relatively massive survival of small
and medium firms in the consumer goods industries and construction.”

Not many post-war family firms had the means or political influence needed
to succeed in the poor yet protected Spanish market. A few examples will show
how they found their own way into this market. Lluis Carulla started manu-
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facturing concentrated soup cubes — introduced in Spain by the Swiss firm
Maggi — in 1937 under the Gallina Blanca brand, a process well studied by Javier
Moreno.*" At the same time, the Catalan firm successfully adapted foreign ideas
and techniques to improve and diversify its production. Extensive radio — and
later, also television — advertising to reach the fragmented and badly connected
Spanish consumers soon became characteristic of the firm.* Andreu Costafreda
Montoliu, a baker since 1928 who struggled through the war and early post-war
period, soon realized that this sector of small and medium family firms could
only grow through collective action. In 1945 he created Comparifa Auxiliar de
Panificacién SA to represent better and legally to defend bakers of Barcelona as
well as providing them with social protection. He would later on found Pan-
rico, one of the largest family firms in the second half of the twentieth century,
sold in 2006 to a British venture capital firm.>> Another good example is Plan-
eta, one of the ten most important publishing corporations of the world. José
Manuel Lara, a Sevillian established in Barcelona after the Civil War, bought the
small publishing firm Editorial Tartessos in 1944 and started the publication of
best-sellers written by American and Spanish authors, beginning in 1952 what
would become one of the most important marketing tools of the Spanish-speak-
ing publishing world, the Planeta novel prize.?* A different example is Mier, a
firm founded by the two Asturian brothers Pedro and Ramdn Mier Allende as
a radio shop in Barcelona in the late 1940s (Radio Lyra), the firm performed
radio repairs, and during the 1950s and 1960s slowly developed innovative car
antennas bought by foreign multinationals and auxiliary products for radio and
television. During the 1960s and 1970s the excellent relationships of the Mier
brothers with foreign world leaders in telecommunications (Philips, Fuba), their
promotion of associations in their sector and their stable links with Catalan
technical universities helped them become one of the few Spanish family firms
providing auxiliary products for the European AirSpace Agency (ESA) in 1985.
After the 1950s and during the 1960s they flourished in construction, printing
and publishing, food and beverages, soap and perfumery and light metallurgy.
Those firms that cither established enduring relationships with foreign
partners or ventured into foreign markets in spite of the prevailing adverse cir-
cumstances became leaders at home. It is the case in the 1960s and early 1970s
of the above-mentioned firms Panrico (Costafreda family) and Gallina Blanca
(Carulla family) and the continuous efforts in this direction of early interna-
tionalized family firms such as the sparkling wine manufacturer Freixenet (Ferrer
family). Also the efforts to build brands and internationalize were remarkable in
the perfume (Puig family) and pharmaceutical (Esteve family) industries in Cata-
lonia.® Growth required new strategies and structures, like in the managerial
corporations. Organizational routines, lay-outs and new distribution channels
started to appear and adapt to the new realities of increased complexities in pro-
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duction and distribution. However, professionalization of the management took
place slowly in comparison with the managerial corporations and with a strong
component of family individuals. This process in the most capital-intensive fam-
ily firms could lead to conflicts with shop-floor employees and with non-family
managers. New organizational routines often came through technology transfer
from abroad, which was increasingly possible after 1959 through partnerships
with foreign firms. This strategy allowed growing family firms to modernize lay-
outs without losing ownership and control. This happened since the 1960s for
instance in Agrolimen with the American Purina in the food industry, Riviere
with Belgium firm Bekaert in steel wire manufacturing, Mier Comunicaciones
with German firm Fuba, and many others in the chemical and engineering sec-
tors. These agreements provided, depending on cach case, improvements in
technology, marketing and management. Another strategy to get professional
managers among the family members of big family firms in the 1950s and 1960s
was the promotion and support of private business schools (Esade and IESE in
Barcelona, created in 1958). Only rarely in these years did senior family man-
agers send their offspring abroad to receive high technical and professional
training, though when this happened it helped technology transfer, as it was the
case in Riviére or in CELSA, which bought Rivi¢re in 1999.

Ataregional level, during the 1950s-70s, Catalonia remained home to many
of the most outward-looking family firms of the time. Some of those already
mentioned performed well during the early phase of the dictatorship: Freixenet,
Codorniu, Roca, Rivitre, Torras, Ribera, Myrurgia. Others transformed them-
selves successfully: Uriach, Esteve, Andreu, Puig, Torras, Roca. Others built their
firms from scrap: Plancta, Carulla, Ferrer, Almirall, Pujol-Ficosa, Rubiralta-
Celsa. Many adapted American techniques of productivity gains from textbooks
or Spanish engineers trained abroad who worked in the public and private sec-
tor, as well as from the modernizing institutions that proliferated throughout
these years inside and outside Spain, particularly consulting firms and business
schools. This does not mean that privileges and nepotism were being replaced
by meritocracy. But the dissemination of modern management ideas and tech-
niques undoubtedly helped many entrepreneurs and heirs to improve their
firms’ performance. The spread of modern marketing and advertising techniques
is a case in point. Note that brands are essential in the industries where family
firms are hegemonic. Conditions for their development improved dramatically
after 1959, as the Spanish government gave its autarkic policy up and opened
the door to foreign investment under the advice of international institutions.
Thus the third generation of family firms and enterprising families that we have
identified was strongly influenced by the timid yet irreversible liberalization of
the Spanish market, and many of those firms had first-hand, positive or negative,
experience of foreign competition. One should not underestimate, finally, the
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role of Spanish massive emigration and European rising tourism in the updating
of many Catalan family firms between the 1950s and 1970s.

The industrial crisis of the 1970s, along with the political uncertainty
unleashed by Franco’s death in 1975, posed many challenges to Catalan family
capitalism. The textile industry, which still represented a large part of it, was hit
hard. In fact, the textile crisis has constituted the background of Catalonia’s eco-
nomic development from then to the present day. On the other side, the creation
of a Catalan administration eager to support Catalan entrepreneurship, Spain’s
integration into the European Union in 1986 and the many opportunities
brought about by globalization, can be viewed as positive. It was within this new
institutional environment that Catalonia, and the whole of Spain, experienced
the longest and most intense period of economic progress and a fourth genera-
tion of family firms emerged. Interesting as they might be, most of them are
not included in our sample, as they had not yet undergone their first succession
process in 2005. But there are some interesting examples, like Ficosa, Arbora,
Tarradellas, Bon Preu, Corporacion Age or Lamigraf. Even more interesting is
the way in which older firms and families have consolidated their strong position
in the domestic market while seizing the opportunities of globalization.

Relatively Neglected Determinants of Entrepreneurship:
Dynasties and Social Capital

The concept of social capital was developed in the late 1980s by social scientists
in several fields willing to understand the role of civil society in modernization
processes. By analogy with notions of physical and human capital, social capital
refers to features of social organization such as networks, norms and social trust
that facilitate coordination and cooperation for mutual benefit.® In a recent
survey of the role of networking in American business, historian Pamela Laird
has shown that social capital, defined as access to the circles that control and
distribute information, training and opportunities, is an important ingredient
of modern capitalism. Business, indeed, is a social process and as such cannot be
understood without being aware of and examining the social dynamics that pull
some people while pushing others out of business opportunity.”” These dynam-
ics are embedded in the societies where entreprencurship arises and develops. In
many cases, the mechanisms through which social capital works are not visible,
but in others they become embodied in commercial or professional associations.
Trust and engagement are two facets of the same underlying factor: social capi-
tal. Shared expectations and goals keep formal and informal networks going.
From a business historical perspective, the interesting questions about social
capital are related to the social capitalization process (how it arises and develops
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in a particular region or country) and its impact on entrepreneurship and busi-
ness performance.

Social capital used for business purposes has concentrated and is still con-
centrated in Europe around a few cities and districts. Extensive literature in
economic history has provided theory and examples about the formation of
industrial districts in Europe and about the institutions that have created eco-
nomic agglomeration effects, and an ‘industrial’ atmosphere of knowledge
exchange, in the last two centuries.

Usually human and social capital formation has been studied from the shop
floor of the factories or from the individual platform of particular Schumpet-
erian entreprencurs difficult to replicate. However, networks of entreprencurs
make up also, collectively, a good deal of a regional system of human capital crea-
tion. How can we study in the long term the identity and role of such networks?
Dynasties, to start with one good example, were a platform of entreprencurial
networking during a century in Catalonia, as we have seen in the previous sec-
tion. Associations of entrepreneurs and firms were, also, another important focus
of entrepreneurial networking that favoured social capital formation in the long
term in the region.

We do not have much statistical data about associationism of entrepreneurs
in Spain with a long-term perspective. However, for this study we have used reg-
isters of associations for the city of Barcelona, available in the main Spanish cities
since the 1869 and 1887 legislation ruling associations in the country, a source
of information that has not been exploited so far for business history research.
Our study makes a first attempt at using this source to get a glimpse at the evolu-
tion and intensity of networking among entrepreneurs in the main industrial
region of Spain during a century, by focusing on the case of the city of Barce-
lona and its associations of entreprencurs during the years 1870 to 1969 (Table
5.1 in appendix). The registers of associations included information obtained
at the city level of all kinds of associations, which has required a close reading
of the information in order to find only associations among entrepreneurs and
companies. The conclusions of this information are interesting: 1. most of these
associations were created by small and medium enterprises (SMEs, a neglected
subject in the Spanish literature about associationism); 2. only a minority were
promoted by medium or relatively large firms; and 3. their main official goal was
to protect and foster their business and ‘class’ interests.

The most important years of registration and creation of associations of
entrepreneurs in Barcelona were between the last two decades of the nineteenth
century and the outbreak of the Spanish Civil War in 1936, in close relation-
ship with: new legislation that allowed and promoted associationism; the final
crisis of the guild traditions of associationism; the rise of the labour unions and
socialist ideologies among workers; a strong protectionist commercial policy at
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home and abroad; and the crisis of traditional markets and firms provoked by
the spread of technologies and transport systems of the Second Technological
Revolution. In these times of big turmoil and uncertainty associations may have
played a strong role in creating social capital that could have benefited informa-
tion transfer and contacts to design a new entrepreneurial landscape in the city.
Table 5.1 in the appendix shows the expansion of associations of entreprencurs
in this context and the enormous brake in this formation of social capital that
the Francoist dictatorship meant with its extremely regulatory legislation.

A strong and enduring associationist experience among entrepreneurs in a
dynamic economic region or city reveals a high accumulation of intangible assets
from which firms benefit, according to literature about districts, clusters and
social capital?® It is not at all surprising that another important intangible asset
like brands, from which firms greatly benefit in the long term to differentiate
their products in highly competitive markets, have also been historically highly
concentrated in total numbers and in per capita figures in this region since 1850
until at least mid-twenticth century.”’

Dynasties and associations have paved the way to collective action in the
region in the past and also in recent times. The organization of the interests of
Spanish family firms has been led to a large extent (and very effectively) by a
group of Catalan firms.*® They had international experience and contacts and
the strong support of the regional government. The lobby of large Spanish fam-
ily firms, with its origin in Barcelona, led by interests of Catalan policymakers
and entrepreneurs facing the challenge of integration in Europe, has actively pro-
moted the world’s most important network of university chairs in family firm
studies, with 36 chairs where 200 university professors collaborate to teach on
average 1,800 students a year in the whole of Spain by the end of 2008. Further-
more, institutions such as the business school IESE, founded in Barcelona in
1958, the many more or less formal Catalan clubs that exist around the world
and public institutions aimed to promote the internationalization of Catalan
firms within the Catalan government and the chambers of trade and industry,
among other institutions, have given support to the networking and lobbying
activities of Catalan dynasties of entrepreneurs.

Is the contribution of entreprencurial dynasties and associations of entrepre-
neurs to the creation of social capital, in Catalonia, an exception in the Spanish
context? Further studies about these entrepreneurial networks, for other regions,
will help provide some answers.
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Table 5.1: Associations of Entrepreneurs and Firms in the City of Barcelona,

Years Inhabitants ~ New Associations Registered
Barcelona City in the City (all kinds)
1870-9 248,943 105
1880-9 272,481 1,589
1890-9 509,589 1,333
1900-9 533,000 2,116
1910-9 587,411 2,027
1920-9 710,335 2,264
1930-9 1,005,565 2,143
1940-9 1,081,175 549
1950-9 1,280,179 601
1960-9 1,557,863 241
Total 12,968

1870-1969.%

0
11
58

153
302
607
210

2

1

0

1,344

New Associations Regis-
tered in the City (of firms
and entrepreneurs only)

Table 5.2: The 84 Largest Catalan Historical Family Firms in 2005.%

Group Name Families
FCC Koplowitz
Celsa (I) Rubiralta (1st-2nd)
Caprabo Carbé
Roca (1) Roca
Catalana Occidente (I)  Serra
Cirsa (I) Lao (1st-2nd)
Colega Daurella
Puig (I) Puig (3rd)
Almirall () Gallardo (2nd-3rd)
Planeta (I) Lara (2nd)
Miquel Alimentaci6 Miquel
Ficosa (I) Pujol-Tarragé (2nd)
Esteve (1) Esteve (3rd)
Panrico (I) Costafreda (2nd)
Damm Coll
Condis Condal
Arbola Holding Carulla
Comsa (I) Miarnau

Date of

Foundation

1900/1992
1967
1959
1880/1929

1864
1968
1951

1914
1944
1949
1925

1976
1929
1960s
(sold 2006)
1876/1910

1961

1978
1934

Sector

Construction
Metal

Retailing
Construction
(sanitary equip-
ment)

Insurance
Gambling

Food &
beverages
Perfume
Pharmaceuticals
Communication
Food & bever-
ages

Motor
Pharmaceuticals
Food & bever-
ages

Food & bever-
ages

Food &
beverages
Chemicals

Construction

Turnover
(€m)
7,090
2,757
2,300
1,669

1,502
1,155
1,125

962
962
960
836

824
818
731
656
652

650
642

Employees

67,562

5,753
19,100
16,000

2,824
11,000
1,411

5,250
3,200
4,725
3,700

6,550
2,469
8,284
1,785
4,650

125
1,030
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Group Name

Copisa
Molins (I)

Borges (I)
Grifols (I)
Colomer (1)
Uniland (I)
Tarradellas (1)

Emte
Freixenet (1)

Nutrexpa (I)

Bon Preu Sau

Godé

Editorial Prensa Ibérica

Mecalux (I)

Ferrer (I)
Agrolimen (I)

Chupa Chups (I)
Gallo (I)
Vall Companys

Ros Roca (1)
Codorniu (I)

Soler y Palau (I)

Grupo de Estampacién

Sabadell
Habitat (I)
Torres (1)

Frigicoll
Hesperia (I)

Alimentaria de Guis-

sona
Superficies de
Alimentacién
HUSA (1)
Lacer (I)
Lipidos Santiga

Miquel y Costas (I)

Uriach (I)

The Determinants of Entrepreneurship

Families

Cornadé
Molins

Pont (3rd-4th)

Grifols (2nd)
Colomer (2nd)
Rumeu/Fradera

Tarradellas (2nd)

Sumarroca
Ferrer-Bonet

Ferrero

Font

Godé

Moll

Carrillo (2nd)

Ferrer-Salat (2nd)
Carulla (2nd)

Bernat
Espona
Vall Companys

Roca (3rd)

Raventés

Soler Palau
Bonet

Figueras (2nd)

Torres

Coll
Castro (2nd)
Alsina

Sorli

Gaspart (2nd)
Andress

Soler

Miquel
Uriach (5th)

Date of
Foundation
1961
1929

1896

1940
1924/2000
1896/
1901/1973
1983

1961
1861

1940

1974
1881
1872
1969

1947
1937

1958
(sold 2005)
1946

1967

1953
1872/1926

1951
1965

1953
1870

1967
1971
1959

1979

1930
1949
1968
1725
1838

Sector

Construction
Construction
(concrete)
Food &
beverages
Pharmaceuticals
Perfume
Construction
(concrete)
Food &
beverages
Construction
Food &
beverages
Food &
beverages
Retailing
Communication
Communication
Construction
(logistics)
Pharma

Food &
beverages
Food &
beverages
Food &
beverages
Food &
beverages
Engineering
Food &
beverages
Engineering
Engineering

Real estate
Food &
beverages
Retailing
Tourism
Food &
beverages

Retailing

Tourism
Pharmaceuticals
Textiles

Paper
Pharmaceuticals

Turnover
(€m)
637
594

540
524
486
472
424

400
379

327

315
311
309
292

274
261

260
226
221

218
198

190
186

180
176

175
171
168

165

162
160
159
157
153

Employees

627
2,485

1,082
3,443
2,310
1,301

950

2,020
1,323

1,333

1,918
1,500
na

2,170
1,174
520

1,170
436
89

11
1,006

515
1,165

156
800

323
3,300
174

1,130

2,800
600
106
913
753
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Simén (I)
Indo (I)

Corporacién Age

Colomer Munmany (I)

Aceros Bergara (I)
Titan (I)

Synthesia Espanola
Vichy Catalén (I)

Campiy Jové ()

Basi (I)
Noel (I)

Cuatrecasas (I)
Pronovias (I)
Ausa (I)

Comexi (I)
Abressa (I)
Espuia (I)

Goma Camps
Sacresa

Sedatex (1)
Colortex
Lamigraf
Casademont (1)

Prefabricados
Prensados

Alier

Murtra (1)

Palex (I)

Inoxcrom

Galerfas Tarragona
AC Marca (I)
Chocovic (I)

Kettal

(I) = Internationalized.

Dynasties and Associations in Entreprencurship

Families
Simén
Cottet y Colomer

Boada/Gumma/
Masferrer

Colomer

Boixareu

Folch

Zuloaga
Renat/Casa/Murla/
Montalat/Lluansi
Campi y Jové (2nd-
3rd)

Basi (2nd-3rd)
Bosch

Cuatrecasas (3rd)
Palatchi (2nd)

Perramén
Cifra
Dude
Espuna

Goma Camps
Sanahuja

Pich

Taberner
Colomer/Ibifez
Casademont (2nd)

Pujol

Alier
Murtra
Knuth (3rd)
Vaqué
Tarragona
Marca

Rius

Alorda

Date of
Foundation

1916

1902/
1937-8
1981

1792
1945
1917
1964
1901

1923

1948
1940

1926
1922/1968
1956

1954
1971
1947

1941
1960s
1886/1940
1967

1975
1960s

1979

1934
1897/1922
1955

1964

1965
1922/1999
1977
(1872
Arumi)

1964

Sector

Electrical
equipment

Optics
Construction

Leather
Metal
Chemicals
Chemicals
Food &
beverages
Chemicals

Fashion
Food &
bCVCfagCS
Legal services
Textiles
Machine
manufacturing
Machine
manufacturing
Construction
(concrete)
Food &
beverages
Paper

Real estate
Textiles
Textiles
Paper

Food &
beverages
Construction
(concrete)
Paper
Textiles
Chemicals
Paper
Furniture
Chemicals
Food &
beverages

Furniture

Turnover
(€m)
145

144
143

140
132
137
127
122

120

111
109

106
103
98

85
85
79

77
75
75
75
70
69

68

68
67
65
61
55
52
45

40

121

Employees
930
1,722
1,025

913
102
624
203
725

82

415
449

350
23
353

252
40
459

275

69
160
686
205
485

78

259
316
126
581
374
254
120

500
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Table 5.3: Date of Foundation of the 84 Largest Catalan Historical Family

Firms in 2005.3

Date Number of Firms % of Total
Before 1900 15 17.85
1900-39 18 21.42
1940-75 43 51.19
After 1975 8 9.52

Table 5.4: Main Specialization of the 84 Largest Catalan Historical Family

Firms in 2005.

Sector Number of Firms
Food and Beverages 21
Chemicals and Pharmaceuticals 14
Construction and Real Estate 13
Industries Other than Food and Chemicals (textiles, 20
paper, metal, machinery, furniture, optics, motor,

Total of Primarily Industrial Firms 68
Retailing 4
Communication 3
Engineering 3
Other 6

% of Total

25.00
16.66
15.47

23.80

80.95
476
3.57
3.57
7.14
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6 ENTREPRENEURIAL CULTURE OR
INSTITUTIONS? A TWENTIETH-CENTURY
RESOLUTION

James Foreman-Peck and Peng Zhou

Introduction

What does a favourable culture contribute to entreprencurship, compared with
other influences, such as appropriate institutions? Entrepreneurial business
often provided outlets for the energies and enterprise of national and religious
minorities who were blocked from rising through the state apparatus. Max
Weber instanced Poles in Russia and eastern Prussia, Huguenots in France under
Louis XIV, Nonconformists and Quakers in England, and Jews for two thou-
sand years.! For Weber it was the (institutional) barrier, not the culture, that
explained the entrepreneurial precocity of these minorities. His most famous
supposed positive cultural influence on business and economic development,
the Protestant Ethic, was something extra, he maintained.

Virtually the converse of the Protestant Ethic, the ‘cultural critique’ of Brit-
ish capitalism looks instead at how culture constrained entrepreneurship. For the
later nineteenth century Martin Wiener proposed that British culture encour-
aged ‘gentrification; exactly what Protestants, or at least Puritans, would never
accept, for it entailed enjoying their wealth.” A pervasive anti-industrial and
anti-business culture especially transmitted through middle-class education was
supposedly responsible for Britain’s ‘industrial decline’ in these years.?

There is more evidence for David Landes’s assertion that culture makes all the
difference to economic development.* He focuses on expatriate entrepreneurial
performance; Jews and Calvinists throughout much of Europe, Chinese in East
and South-East Asia, and Indians in East Africa, when thwarted by ‘bad govern-
ment’ at home or, more generally, by poor institutions. By moving away from
the constraining institutions or government, but taking their culture with them,
expatriates’ cultural inheritances were allowed to flourish.

- 125 -
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Landes’s European examples may consist of groups prevented from ris-
ing through conventional paths to power and prestige choosing business as an
alternative, without necessarily any cultural predisposition to entreprencurship.
Economic migrants are not subject to this objection, but at least two potential
problems remain with Landes’s analysis.

The first is that culture is not necessarily autonomous or exogenous to eco-
nomic activity or to institutions. As Landes points out, Thai culture for instance
has responded to economic growth in the reallocation of time away from monas-
tic apprenticeship towards making money.’ Perhaps because of obvious cultural
changes in Britain over the quarter century from 1980, the ‘cultural critique’
is now less popular. British culture, and entrepreneurial culture in particular,
on one interpretation proved malleable with changes in institutions, and the
economy responded accordingly. Conversely, when institutions are inimical
to entreprencurship, a nation’s culture may be moulded into the same form. If
culture is very pliable, how can it explain vigour and contribution to economic
development, which must necessarily be a long drawn out process?

The second problem is whether expatriate entrepreneurs are a random
selection from their culture. Emigrants may be those with more drive or dissatis-
faction than the average of their community. If so, their entrepreneurship abroad
may give an upward biased indication of the entrepreneurial orientation of the
country of origin. Those that get out may be those who choose not to adjust their
expectations and behaviour to the dominant national institutions.

The present chapter offers a resolution of these two difficulties. To address
the first, entrepreneurial cultures are measured over the twentieth century inde-
pendently of institutional influences. Given the great institutional changes of
the period, persistence of culture must imply a form of autonomous existence.
For the second, migrant entrepreneurs in their adopted country are compared
with a large number of other immigrant nationalities, of which they are perhaps
no more atypical than the majority of their country of origin. This approach
excludes non-immigrants on the grounds that they have not been selected in the
same way as migrants.

Having constructed a cross-national index of entrepreneurial culture and a
measure of entrepreneurial cultural persistence or autonomy, it is possible to
offer a more convincing assessment of the relative contributions of culture and
institutions to entrepreneurship. In turn these findings provide some hints about
the roles of entrepreneurial culture in economic development. The first section
explains the measures of entreprenecurial culture chosen, followed by a descrip-
tion of the data, then the statistical model of entreprencurship and culture is set
out and in the final section the results of the analysis are presented.
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Measuring Entrepreneurial Culture

Occupational choices of individuals with exceptional energy, restlessness or
ambition depend upon both the institutions and culture of their society, as well
as their position in it. The decision to become an entrepreneur, identifying and
taking advantage of new or unexploited opportunities, is a high level one that
can take a variety of forms. In some circumstances many entrepreneurial types
choose crime, terrorism, politics or even lobbying as careers.®

Culture can be defined as: ‘those customary beliefs and values that ethnic,
religious, and social groups transmit fairly unchanged from generation to gen-
eration’’” The basic idea of an entreprencurial culture is that shared belief systems,
similar ways of earning a living and common educational arrangements could
combine to create ‘cultures’ more or less favourable to entreprencurship. Trans-
lated into individualistic economic concepts, the hypothesis is that cultures
can influence time preference, work-leisure trade-offs and risk attitudes. With
beliefs that generate lower time preference, a culture will encourage more sav-
ing, which could increase the opportunity to start new businesses. Cultures with
lower values of leisure are likely to create more entreprencurs, because success-
ful enterprise requires a great deal of sustained effort. Similar outcomes can be
expected in cultures that are less cautious — for start-ups are risky.

A beneficial culture often supposedly induces hard work, high savings and
honesty, yielding economic growth. Alternatively the right institutions may have
this effect; appropriate tax regimes, secure and clearly defined property rights
and an impartial judiciary may encourage effort, thrift and integrity, with the
concomitant economic pay-off. Evidence of the importance of institutions for
entrepreneurship is that the legal environment and costs of setting up a firm
strongly influence differences in business start-up rates between countries.®

A strong and persistent entrepreneurial culture does not guarantee success-
ful entrepreneurship, nor does it carry implications for the sectors in which
enterprise will be exercised. These depend upon governance institutions, human
capital, industrial experience in country of origin, technology and entry barriers,
among other considerations. Individuals inheriting a highly entreprenecurial cul-
ture are simply more likely to exercise their initiative and ingenuity; how they do
this, and with what outcomes, will be determined by institutions and history.

Recent research has begun the attempt to quantify culture’s impact upon
the contemporary economy in general and upon entrepreneurship in particular.
Economies in which more people claim religious convictions apparently tend to
grow faster, other things being equal, whereas those with higher proportions of
church attendance expand more slowly.” An explanation for this association is
that church attendance consumes resources, whereas religious convictions moti-
vate. A second cross-country study found that general labour force participation
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and especially female labour force participation is higher in ‘Protestant tradition’
countries (including the United Kingdom, the United States, Denmark, Sweden
and Norway) when other influences have been controlled;' the ‘Ethic’ appar-
ently still possesses explanatory power.

Another dimension of culture is trust. Religous beliefs are systematically
related to how much individuals trust others (in the United States). The chance
that a person will found their own firm, self-employment, is also significantly
linked to the trust of the individual (again in the United States). Trusting oth-
ers increases the likelihood of self-employment by 1.3 percentage points (14 per
cent of the overall self-employment chance)."

How should we measure entrepreneurship that is encouraged or discouraged
by culture? We might distinguish between the behaviour or choices of those
who were already entrepreneurs and the choice of becoming an entrepreneur.'
In the first category falls Rubinstein’s pioneering 1981 study using non-landed
wealth at death.”® This has the advantage of identifying more and less success-
ful entreprencurs, but does not control for inheritance or opportunity. It may
give undue prominence to the thrifty — and to the successful if the concern is
with entrepreneurs as a whole. In any case the most widely used indicator of
entrepreneurship is the second category, starting a firm. This is not identical to
self-employment (the measure used by Guiso et al. discussed above), for some
self-employed may inherit their businesses. Others may simply work on their
own account without being in any way innovative, little different from wage
labour but without the contractual security. So the practical definition of entre-
preneurship adopted is creating a firm that employs people. The contention here
is that becoming an employer (in an incorporated business) is an entrepreneurial
act in the sense that it involves taking on risk. It also involves being innovative to
the extent that setting up any business requires looking for a gap in the market,
however narrowly defined. Obviously individuals will show varying degrees of
innovativeness and risk-bearing but these need not be considered for the collec-
tive concept of culture.

To measure the impact of culture on the firm start-up rate we need to know
how those brought up in one country perform in a social and economic envi-
ronment where institutions and market opportunities are different. Moreover
to calibrate the measure we require the performance of persons from a range of
different cultures in the same environment. The United States provides a conven-
ient laboratory both to test the persistence of distinctive entreprencurial cultures
over the twentieth century and to compare their performance. We can contrast
the propensities of immigrants from different countries to start firms there. This
avoids the bias of comparing immigrants with indigenous entreprencurs. Even
though migrants may be exceptional in their originating country, each immi-
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grant group will be exceptional to the same extent unless there are historically
unusual ‘push’ factors that must be identified qualitatively.

We construct two measures of enterprise. The first is simply the chances of a
member of the immigrant group being an employer, relative to other groups. The
second is the chance of becoming an employer, holding constant a range of other
influences on the outcome. To allow for the objection that experience influences
opportunities we control for different sectors in which employment or self-
employment takes place. Property ownership influences availability of collateral
needed to raise finance for start-up firms, while age, gender, marital status, years
of residence in the United States, education and naturalization all may deter-
mine the likelihood of entreprencurship. So these are included in the model that
estimates the chances of entrepreneurship, other things being equal.'

The United States Immigrant Samples

During the twentieth as well as the nineteenth centuries immigrants from a wide
range of cultures arrived in the common environment of the United States and
some of them started their own businesses. Their different chances of entrepre-
neurship provide information about the contribution of their origins.

Cultural persistence here is the stability of entreprencurial propensities
between the 1910 and 2000 United States censuses.”> Although migrants may
be selectively recruited in their countries of emigration (migrants who are
not ‘pushed’ could have more ‘get up and go’), this will be true of those from
every country. Economic costs of movement differ by original location, as does
the strength of the push factor, but normally these will only affect the relative
volumes of migrant groups. Persecution may be a reason to migrate for large
numbers. Yet only when this or other processes select the more or less entrepre-
neurial from a country does it affect the present ‘experiment’

A root problem is the linking of national categories to national, as against
minority, culture. Armenian immigrant entrepreneurs were prominent in many
countries at different periods of history without an Armenian ‘country of origin’'¢
Again, numbers of Greeks living outside Greece in 1907 were much greater than
those within the country and Greek migration from Ottoman-dominated areas,
especially for political reasons, was common."” Consequently, those migrants
recording Ottoman countries of origin may well have been ethnic Greeks before
1914. Minority migration from the Middle East and Turkey was exacerbated
by the rise of nationalism there after 1945 as well. Orhan Pamuk wrote in 2005
that the cosmopolitan Istanbul he knew as a child had disappeared by the time
he reached adulthood. The riots of 1955 seem to have been an especially good
reason to leave; ‘More Greeks have left Istanbul over the past fifty years than
in the fifty years following 1453’" Further north, migrants registering Russian
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Empire country origins in the 1910 United States census are very likely to have
been Jews because of the pogroms from the 1880s.

Even when culture is genuinely identified with country of origin, it may not
persist over the twentieth century, because of changed conditions in the origin
country. In this case the concept has poor explanatory power for long-term
entreprencurship. But there is a considerable body of evidence that particular
groups are more entrepreneurial than others at points in time. Turks in Ger-
many were twice as likely to choose self-employment as any other immigrant
group there in 2000." This does not seem to reflect a willingness to accept lower
rewards because the earnings of self-employed Turks are no different from those
of self-employed southern or east Europeans, including immigrants who have
become German citizens. Korean/Chinese entrepreneurs starting firms in the
United States are distinguished from their non-minority equivalent by their pos-
session of substantially more financial capital.*® Controlling for firm and owner
traits, comparison groups of non-minority and Asian American non-immigrant
self-employed borrowers had greater access to loan sources than Korean and
Chinese immigrants. But high equity capital investment from the family house-
hold wealth offset this disadvantage. In the United Kingdom migrants are more
likely to engage in new business activity, although recent ethnic minority migra-
tion decreases the odds.?! Comparing self-employment by the American-born
and immigrants in the 1980 and 1990 United States censuses (and therefore
including family firms — inheritance of self-employment) yields a substantial
positive ethnic effect for Middle East origin, while Mexican and Caribbean ori-
gins strongly reduce self-employment chances.”

In the present study, we do not compare immigrants with those born in
United States but with each other. The American-born are more likely to inherit
a family business, which also takes individuals into the employer category.
Migrant self-employment through inheritance by contrast is unlikely and is
probably in start-ups. The present sample was further restricted to immigrant
origins that were quite numerous in 1910 in order to make the comparison over
time more consistent.”® But the highly entreprencurial Middle East was subse-
quently disaggregated to examine whether particular sources were driving the
result.” We exclude ‘working on own account’ in the early period and ‘unincor-
porated business’ in the later period, focusing on employers and incorporated
businesses, on the grounds that these categories correspond more closely to the
conventional idea of an entrepreneur.

We have excluded agricultural employment from the sample because migrants
are likely to experience greater difficulty entering agriculture as entrepreneurs
and most agricultural self-employment could not be classified as entrepreneurial.
Agriculture provides little understanding of urban industrial entrepreneurship.
So with Mexican immigrants for instance, we ask whether they are employers or
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employees in manufacturing or services; we filter out their propensity to work
in agriculture.

Countries of origin of immigrants to the United States at different times
depended on a variety of mainly ‘push factors. The ‘hungry forties’ of the nine-
teenth century sent large numbers of German and Irish migrants across the
Atlantic. Persecution of Jews triggered another wave of migrants from Russia
and Poland beginning in the 1880s. Population growth coupled with weak eco-
nomic development encouraged increasing migration from southern and eastern
Europe in the 1890s. A buoyant demand for agricultural labour and proximity
increased Mexican immigration in the first decade of the twentieth century.

Cultural differences between these immigrant waves were widely recognized
at the time, and reflected in their wages. Hatton’s (2000) measurement of immi-
grant carning power, translated as ‘immigrant quality, shows Jews among the
highest earners before 1914, with coeflicients identical to those of the Dutch
and Finnish.” Jewish immigrants were also highly entrepreneurial in both Lon-
don and New York in the generation before the First World War.* By contrast
migrants from Syria and Turkey recorded the largest ethnic handicap in wage
earning. One influence on wages could be legislation by many American states
to exclude aliens from practising certain occupations, such as that of physician or
lawyer. Nine states required barbers to be American citizens.”’

A possible explanation for difference in national self-employment patterns,
(and perhaps an implication of Hatton and Leigh in 2007) is that ‘pioneer immi-
grants’ are less accepted in the employment market and they more often become
self-employed.”® Once the particular migration stream has formed a community
integrated into the culture, or better accepted by the host community, they are
more likely to slot into paid employment.”” Here self-employment is casual or
insecure and badly remunerated employment. Whereas the entreprencurial but
low-paid migrants from Syria-Lebanon might fit this characterization in 1910,
the higher paid but also entreprencurial Russian-Polish Jews do not. The cat-
egory of work for immigrants corresponding to this hypothesis is not that of
employer, but working on own account and unincorporated business.

Persistence of entreprencurial propensities over the twentieth century is a
vital control for possible influences such as the level of development or income
in the country of origin or pioneer immigrant status as determinants of entrepre-
neurial choice. This is because countries of origin are chosen for the year 2000
that were also substantial sources of migrants in 1910. A pioneer immigrant
group in 1910 could not be a pioneer group three generations later. While Brit-
ish migrants in the late nineteenth century may have been less likely to be pushed
into entrepreneurship in the United States because of union control of work-
places,® this transnational control had disappeared many decades before the end
of the twentieth century. A country that was relatively backward in 1910, and
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therefore whose citizens might have been unable to find secure waged or salaried
positions in the United States at the beginning of the twentieth century, was
unlikely to be so also in the year 2000.

None of the migrant groups in this study, bar one, was initially ‘filtered’ for
entry by United States legislation. Prior to the First World War and until the
Emergency Quota Act of 1921 the only legally restricted group were the Chi-
nese. The Chinese Exclusion Act of 1882 allowed Congress to suspend Chinese
immigration, a prohibition that lasted well over sixty years. The Act refused
entry to Chinese skilled and unskilled labourers and Chinese employed in min-
ing for ten years, under penalty of imprisonment and deportation. Providing
the Chinese had $1,000, they could still enter the United States as ‘merchants’
however.* In 1924 the Immigration Act limited the number of immigrants who
could be admitted from any country to 2 per cent of the number of people from
that country who were already living in the United States in 1890.

Another major policy change came with the Immigration and National-
ity Act of 1965 (becoming law in 1968) which abolished the national origin
quotas but introduced Western and Eastern hemisphere quotas. Liberalization
continued with the Immigration Act of 1990. After the Act, the United States
admitted 700,000 new immigrants annually, an increase of 200,000. The new
legislation continued to give preference to immigrants with family members
already in the United States. Consequently the past stock of immigrants and
quota sizes were extremely influential in determining the country of origin of
American immigrants in the years after the Act.*> However in itself this should
not bias the degree of entrepreneurship of migrants relative to those in their
country of origin.

The Model of Entrepreneurship and Culture

Entreprencurial choice usually involves a comparison, on the one hand, of waged
employment and rentier income with, on the other, uncertain entrepreneurial
income. Entry to entreprencurial employment typically requires commitment
of personal capital, which may need accumulating first. In this case the choice is
made over time. During the carlier periods the would-be entrepreneur works for
wages and saves. In the later periods, when those who continue to opt for wage
work or leisure can live off the interest on their savings, the entrepreneur puts
the savings into the business.** Cultures that emphasize deferred gratification,
that encourage a low rate of time discount, will encourage savings and may boost
entry to entrepreneurship by bringing forward the date at which the minimum
capital for the business start is achieved.

When everybody is risk averse, a person with a higher income is more willing
to take a gamble of a given size. The subjective cost of a given uncertain prospect,
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relative to the expected value of this pay-off; is lower the larger is the income at
which it is offered. The rich are more likely to accept a given bet than the poor,
and are therefore more probably entrepreneurial. This argument only holds
though when the basis for comparison is the same; that is both the rich and the
poor in the comparison have equal access to safe incomes as alternatives to self-
employment. Risk attitudes may be culturally influenced and the willingness to
make risky choices will also depend upon institutional circumstances — such as
bankruptcy legislation and family support networks.

In so far as self-employment is time-consuming, and leisure is a normal good,
the rich will be /ess likely to opt for self-employment. This may particularly apply
to the children of self-made business people, who either want nothing to do with
the family firm or who do not wish to invest the time in it necessary to be as
entreprencurial as their parents. Family socialization must therefore be distinc-
tive and effective if business dynasties are to survive. The net effect of wealth and
income on self-employment then depends on the relative impact of this leisure
preference and the personal capital requirement for business starts.

The difference in the uncertain well-being from self-employment, E(U), and
that from paid employment (¥), is:

Y*=EU)-V.
Assuming both RHS terms are linear functions of a characteristics vector X we
have:

Y*=Xb +v,
where: b is a vector of parameters and V is a normally distributed disturbance
term with zero mean and unit variance. Y™*is not observed but the actual occu-
pational choice is. Self-employment is chosen (¥'= 1) if Y* > 0 and employment
(Y=0) if Y* < 0, both of which outcomes can be seen. So,

Pr[Y = 1] =Pr[Y™* 2 0] = f(XD).

Variables in the X vector include country of origin, as a measure of immigrant
culture, the principal interest of this study. But other influences must also be
controlled. The need to acquire savings and work experience means entrepre-
neurship chances at first increase with age and, perhaps as optimism is tempered
by experience, eventually diminish.** Experience acquired by residence in the
United States, is likely to be an essential component of entreprencurs’ informa-
tion-gathering. The ability to speak English probably facilitates this process, and
possibly so also would formal education. The entreprencur’s personal wealth,
either as a result of savings or inherited, is typically necessary to provide the
equity in the new business — for start-up capital. (Formal education may be cor-
related with wealth or income, as an income-elastic consumption good.) In the
nineteenth century sometimes a motive for founding a firm was to find employ-
ment for the progeny of the founder’s marriage. More generally families are
expensive and self-employment may be perceived as a better way of providing
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more income than wage employment. If so then marriage boosts entreprencut-
ship chances.”> Some migrants intend to return to their country of origin and
these are less likely to make the commitment to start a business. To control
for this effect we include a ‘naturalization’ dummy variable. Finally on the
entreprencurial supply side, greater expected rewards of entrepreneurship may
increase the likelihood of an individual becoming an entrepreneur.

The opportunities for entreprencurship depend on industry entry barri-
ers or their absence. At the beginning of the twentieth century the transport
sector was dominated by railways and shipping, both of which were capital-
intensive. Capital requirements reduced entreprencurial opportunity. But at
the beginning of the subsequent century changing technology, in particular
motor road transport, had transformed entreprencurial opportunities. These
possibilities were related to returns to entrepreneurship.

Conscquently the probability that an individual will become an entrepre-
neur can be expressed by a reduced form equation of entreprencurial supply
and ‘demand’ or opportunities, with expected returns substituted out, as
below:

Pr(Y = 1] = f(gender, marital status, residence duration, formal human

capital, English speaking, sector, age, wealth, culture).

Results

Average Entrepreneurial Chances

W first consider simple entreprencurial chances as a measure of entrepreneur-
ial culture. As predicted by Max Weber, United States immigrants from the
Catholic group of countries (Table 6.1) in 1910 are near the bottom of the
ranking of probabilities, though Wales is lower than Ireland and Italy (as well
as China). The highest chances in 1910 are those of the very small Syria and
Lebanon group (not shown), then China and Greece, followed by the Rus-
sian Empire. In 1910 the Greece and Turkey entreprencurial ratios are quite
similar (t = 1.5853), which could be interpreted as consistent with common
ethnicity.

In the year 2000, the top four entrepreneurial groups were those originat-
ing from Israel, Syria and Lebanon, Greece and Italy, similar to Australia in
1996.% Judged by the criterion of similar entrepreneurial proportions at both
dates,”” Mexico, Cuba, Wales, the Netherlands, Turkey and Japan show stability
or persistence of entreprencurial culture. Greece and Italy increased entrepre-
neurship probabilities. Overall the chances of entreprencurship declined from
5.36 per cent in the 1910 sample to 3.38 per cent in the 2000 sample.
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Table 6.1: United States Immigrant Entrepreneurship Percentages.’®

Migrants’ Predominant . %

Religion/Culture Couneryof Birth 5 2000
Protestantism England 5.80 4.04
Scotland 5.65 3.32

Wales 3.43 4.39

Netherlands 6.75 5.34

Catholicism Ireland 3.97 5.11
Traly 3.60 7.82

Mexico 1.73 1.61

Cuba 6.02 5.75

Buddhism China 11.57 4.77
Japan 2.99 3.49

Greek/Armenian Syria & Lebanon - 9.45
Orthodox, Muslim Greece 7.89 12.02
Turkey 5.62 6.27

Jewish Israel - 10.72
Russia (Empire, 1910) 6.14 4.33

Total All Immigrant Sample 5.36 3.38

The simple ratio test does not take into account differences among the migrant
samples in characteristics that might influence entreprencurship. So for exam-
ple those from some countries of migration were more likely than others to be
literate and to own their own house, both characteristics that were conducive to
entreprencurship. Consequently such migrants could show relatively high entre-
preneurship because of these attributes, whereas purely for cultural reasons they
might be less entrepreneurial than those who were poorer or more illiterate.

Much depends on what is assumed culturally determined. It could be con-
tended that education and literacy, like entrepreneurship, depend upon culture.
They are not independent variables in the occupational choice model that
includes culture. But historical accident and path dependence could nonethe-
less ensure the independence from culture of the values of variables influencing
entrepreneurship at any point in time.

Determinants of Entrepreneurship

Before interpreting the country of origin parameters in the estimates of the above
equation, we consider the model controls in Table 6.2. In 1910 a person owning
their own property was more likely to be an employer by the same amount as
being male; 1.8 percentage points. Residence in the United States longer than 10
years is even more important, adding 2.1-2.4 percentage points, though there
is not much evidence of increasing effects beyond a decade. Age increases the
chances of becoming an employer up to 59 years old. The rise in probability
between the ages of 30 and 60 is also about 1.8 percentage points. Literacy and
the ability to speak English add respectively 1.2 and 1.4 percentage points.
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Table 6.2: United States Immigrant Entrepreneurship Model: Controls
(Logit Marginal Effects of Control Variables).>

Variable Year Marginal Effect  Standard z
Error
Gender (male = 1) 1910 0.0145 0.0017 8.56
2000 0.0152 0.0004 39.99
Marital Status (married = 1) 1910 0.0164 0.0016 10.01
2000 0.0067 0.0004 16.18
6-10years in US 1910 0.0087 0.0028 3.06
2000 0.0058 0.0009 6.49
11-15 years in US 1910 0.0165 0.0041 4.04
2000 0.0097 0.0010 9.81
16-20 years in US 1910 0.0120 0.0035 3.44
2000 0.0111 0.0011 10.28
21+ yearsin US 1910 0.0145 0.0033 4.46
2000 0.0079 0.0008 9.53
Naturalization 1910 0.0150 0.0021 7.03
2000 0.0025 0.0004 5.85
Literacy (literate = 1) 1910 0.0112 0.0016 7.08
Grade 1-12 2000 -0.0004 0.0010 -0.46
1-3 years of college 2000 0.0024 0.0011 2.16
4+ years of college 2000 0.0046 0.0012 3.98
English Speaking 1910 0.0130 0.0017 7.79
2000 0.0049 0.0007 7.03
Transportation, Communication and Other Utilities 1910 -0.0102 0.0019 -5.50
2000 0.0010 0.0009 1.16
Wholesale and Retail Trade 1910 0.0899 0.0052 17.17
2000 0.0167 0.0007 25.05
Finance, Insurance, Real Estate, Business and Repair 1910 0.0360 0.0070 5.12
Services 2000 0.0143 0.0008 17.76
Personal, Entertainment and Recreation Services 1910 0.0437 0.0043 10.27
2000 -0.0020 0.0005 -3.58
Age 1910 0.0023 0.0003 8.19
2000 0.0020 0.0001 24.38
Age Squared 1910 -1.9E-05 0.0000 -6.31
2000 -1.6E-05 0.0000 -19.66
Own Property 1910 0.0190 0.0019 10.12
2000 0.0108 0.0004 24.74
Country of Origin Variables in Table 6.3
Properties of Regressions Year  Pseudo R? Number of
Observations
1910 0.2478 34,035

2000 0.1091 453,198
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The foregoing variables influence the supply of entrepreneurs. Turning to the
demand or opportunities, the sector with the lowest entry barrier for entrepre-
neurship was the wholesale and retail trade — adding 8.7 percentage points to the
probability of entreprencurship, relative to the base case of mining, construction and
manufacturing.* Transport, communication and other utilities reduced entrepre-
neurship chances by almost one percentage point relative to the base case. Finance,
real estate and personal and professional services added about 4 percentage points.

The marginal effects of the entreprencurial supply variables are rather smaller
on average in 2000 than in 1910. In part this is because the general propen-
sity for self-employment had fallen and perhaps also because of the greater
abundance of human capital. Table 6.2 shows that being male increases entre-
preneurial chances by 1.1 per cent in 2000, 0.7 percentage points less than in
1910, and marriage boosts self-employment chances by a similar magnitude (in
2000), much less than the 1.6 percentage points at the earlier date. Age at which
probability of entrepreneurship is maximized has risen to almost 63, perhaps
reflecting greater life expectation. Length of residence in the United States for
maximum probability of self-employment increased to 16-20 years in 2000.
Property ownership raises entrepreneurship chances by 1.1 percentage points
in the later year compared with 1.9 percentage points 90 years carlier, possibly
because credit arrangements may have become easier. Education variables at the
later date replace literacy” in 2000 and so are not directly comparable, but col-
lege education increases entrepreneurial chances. Changes in technology boost
the attractiveness of the transport, communication and other utilities sector for
self-employment. But perhaps organizational changes were responsible for the
opposite effect in personal, entertainment and recreation services.

Table 6.3 collects the country of origin logit estimates at the two dates. The
highest marginal effects in the relatively free immigration period were those
from Syria and Lebanon and Greece. Although migrants from Turkey were on
average less likely to be self-employed than those from England, controlling for
other influences, the positive marginal effect was higher. As noted above, a sub-
stantial proportion of these Middle Eastern immigrants were likely to be Greek
or Armenian by language and religion. Migrants from Russia and Poland were
less likely to be self-employed than those from the Netherlands, but again con-
trolling for other influence the marginal coefficient was positive and substantial
(a2 per cent effect). As indicated earlier these people from the Russian Empire
will have been mainly Jewish.

Unlike Jews and Greeks, migrants from the Netherlands, the arche-
typal Protestant country, show no greater propensity for or against
self-employment as measured by the marginal effect. However the aver-
age propensity for self-employment was high and it may therefore be that
the estimate of the Protestant Ethic impact is muted by factoring out educa-
tion and wealth effects which themselves could be influenced by the Ethic.



138

The Determinants of Entrepreneurship

Table 6.3: United States Immigrant Entrepreneurship Model: Culture
(Logit Marginal Effects of Country of Origin Variables).*!

Migrants’ Predominant
Religion/Culture

Protestantism

Catholicism

Buddhism

Greek/Armenian
Orthodox, Muslim

Jewish

Country of Birth

England
Scotland
Wales
Netherlands
Ireland

Ttaly
Mexico
Cuba
China
Japan

Syria & Lebanon
Greece
Turkey
Israel

Russia (Empire, 1910)

Year

1910
2000
1910
2000
1910
2000
1910
2000
1910
2000
1910
2000
1910
2000
1910
2000
1910
2000
1910
2000
1910
2000
1910
2000
1910
2000
1910
2000
1910
2000

Marginal
Effect
-0.0055

-0.0040
-0.0038
-0.0081
-0.0139
-0.0018
-0.0031
-0.0003
-0.0110
0.0014
0.0113
0.0072
0.0020
-0.0171
0.0214
0.0030
0.0309
-0.0018
0.0145
-0.0035
0.0181
0.1140
0.0222
0.0520
0.0105
0.0270
0.0215
0.0005

Standard
Error
0.0017

0.0009
0.0026
0.0015
0.0027
0.0014
0.0043
0.0018
0.0015
0.0016
0.0028
0.0012
0.0070
0.0009
0.0216
0.0010
0.0087
0.0007
0.0093
0.0010
0.0022
0.0202
0.0021
0.0156
0.0026
0.0029
0.0030
0.0009
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Similar remarks apply to English migrants, judged by percentage of self-
employed, but the marginal effect is significantly negative, in accordance with
Wiener’s prediction.”? In 1910 the Scots were more entreprencurial than the
English according to the logit coeflicients, consistent with their disproportion-
ate representation in British business and other elite circles.*” However, the
coefficients are not significantly different.

Some Catholic countries in the sample yield a surprise for Weber’s thesis.
First, Mexican migrants outside agriculture were rather few in 1910 which may
account for the statistically insignificant marginal effect. In 2000 Mexico has the
largest negative entreprencurial marginal effect.* Also the lowest proportion of
self-employment of the sample is consistent with Weber’s thesis. Ireland in 1910
(despite including some Protestants in the group) has a strongly negative mar-
ginal effect and alow proportion. In so far as Italy could be said to have a Roman
Catholic culture, Italian migrants apparently contradict the Protestant Ethic.
The marginal effect is strongly positive (even though the average proportion
of self-employed is slightly less than Ireland’s). Cuba also becomes significantly
entrepreneurial by 2000 (the absence of significant entrepreneurial effect in the
carlier year may be due to the small sample). This last finding will be no surprise
for students of Cuban migration. By the 1970s there were more than 18,000
Cuban-owned businesses in Dade County, Miami, and supposedly no non-Eng-
lish-speaking immigrant group showed more rapid socio-economic mobility.

As the only group discriminated against by United States immigration legis-
lation in 1910, more than half (52.6 per cent) of the Chinese sample had been in
the country for 20 years or more, yet almost half (49.1 per cent) could not speak
English. A high proportion of the sample was self-employed (11.25 per cent)
but part of this can be accounted for by age and residence, in turn a consequence
of the 1882 Act. Controlling for these factors the marginal effect of country of
origin is positive and significant (1 per cent level) and adds 2.5 percentage points
to entreprencurship chances, rather more than the predominantly Jewish immi-
grants from the Russian Empire and Poland. Although much of the qualitative
literature emphasizes the discrimination that was responsible for the Chinese
not building large business empires in the United States, by 1939 the second
highest earner in California was a Chinese immigrant, Joe Shoong, who had
begun his career working in a shirt factory and went on to found the National
Dollar Stores and the National Shoe Company.*

Despite the high proportion of non-English speakers there was no significant
effect on entreprencurship of being both Chinese and English speaking. Entre-
prencurship was apparently therefore not a response to inability to speak English
and presumably therefore to integrate. But the costs of becoming an entrepre-
neur might be lower with a larger number of Chinese speakers in a captive labour
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market, and therefore with lower wages, because of their linguistic deficiencies or
discrimination — except that the Japanese did not show such a strong effect.

Japanese migrants were not subject to United States legal discrimination,
although at times emigration from Japan was controlled or prohibited. In par-
ticular, the ‘Gentleman’s Agreement’ of 1907-8 blocked unskilled Japanese
migration to the United States, when the Japanese government agreed not to
issue passports to labourers.” The proportion of self-employed was the second
lowest in the sample (whereas China’s was the third highest) and the marginal
effect was not significantly different from zero. In the first decade of the twentieth
century, the Japanese principally worked as domestic servants or farm labourers,
with some operating small family businesses mainly in the western states.”® The
Chinese by contrast were selected by the discriminatory immigration legislation
to favour businessmen with capital.

Persistence of Entrepreneurial Culture

A major interest is in the persistence of these entreprencurial effects, which is
assessed by considering a similar specification 90 years later. A statistical test of
persistence shows that strictly only Cuba, Italy, England and the Netherlands have
similar entrepreneurial coefficients over time.”” Scotland is stable only at the 10
per cent significance level. Among other things, this means that Ireland and Wales
improved entrepreneurial cultures relative to England. By the end of the century
Wales and England had apparently acquired similar entrepreneurial cultures.® The
Scots moved in the opposite direction, becoming significantly less entreprencurial
and the Irish, like the Welsh, were significantly more prone to self-employment in
the United States. ‘Eirepreneurs’ were identified by the Irish press of the 1980s as
those using human capital acquired in Ireland, where there were few opportunities
at the time, to better themselves in the United States.>! This is a remarkable shift
among the four nations of the British Isles over the twentieth century. The Scottish,
the most entreprencurial of the four in 1910, were the least entrepreneurial in 2000,
perhaps directing their energies into politics in the later years.

The ‘Catholic’ entrepreneurial countries, Italy and Cuba, display stability
in different ways; the proportion of self-employed is stable in Cuba and the
marginal effect is stable in Italy (comparing Tables 6.3 and 6.1). Mexico is con-
sistently short of entreprencurship on the simple measure. Marginal effects do
not change over the century in the Protestant’ countries of England and the
Netherlands, apparently relatively lacking in entreprencurship.

Greece and the Middle East continue to dominate the positive entrepre-
neurial effects, although with smaller coeflicients and proportions than in 1910.
Second-generation immigrant Greeks were close behind the equivalent Jews in
income and above in education, according to the United States censuses of 1960
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and 1970. Both migrant groups improved their economic status relative to those
born in the United States.>

Comparing migrants from Russia and Poland in 2000 with those in 1910 is
less appropriate than using Israel for the recent benchmark. The marginal effects
turn out similar. As expected if the Jewish element was diluted in the 1910 Rus-
sian and Polish numbers, the average entrepreneurial proportion is smaller than
that for Israel in 2000.

Judged by the marginal effects in 2000, both Japan- and China-originating
migrants changed their entrepreneurial cultures over the twentieth century. After
90 years of rapid economic growth and a variety of immigration legislation, there
is a significant and positive effect on entrepreneurship of the interaction between
English speaking and Chinese origin (not reported in the table). At 1.3 percentage
points this more than offsets the 0.8 percentage point negative impact of Chinese
origin per se (not shown in accompanying table). The pure English-speaking effect
is 0.4 percentage points. A person born in China who did not speak English was 1.2
percentage points less likely to be entrepreneurial than the sample average, whereas
one from China who did speak English had about 0.9 percentage point greater
chance of entrepreneurship. With no interaction term for Japanese origin, the nega-
tive Japanese effect is exactly equal and opposite to the impact of English speaking.
The substantial linguistic distance’ between China and Japan on the one hand and
the United States on the other, then may account for the apparent cultural change
over 90 years. Taking into account language skills, Chinese entrepreneurialism per-
sists, as does Japanese indifference to self-employment.

Conclusion

In accordance with one aspect of the ‘cultural critique} the English were per-
sistently prone to less entreprencurship than United States immigrant groups
in the present sample, once controls for other entreprencurship influences are
included. The Dutch were consistently about averagely entrepreneurial, not as
precocious as might be expected if a predominant Protestant religious culture
encouraged entrepreneurship. In view of the levels of Gross Domestic Product
(GDP) per head attained in 1910 and in 2000, another conclusion must be that
entrepreneurial culture was not a fundamental determinant of economic per-
formance. For England was the wealthiest immigrant origin country considered
in 1910 and the Netherlands was the runner-up.

Comparison of marginal self—employment propensities of immigrant groups
between 1910 and 2000 suggests a number of stable cultural influences. Jews
and those from Greece, Turkey and the Middle East were generally more entre-

prencurial (defined as being both self-employed and employing other people)
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over 90 years than other groups. This finding is consistent with the business pre-
cocity of Jews and Greeks in nineteenth-century Britain.

Apparently less in harmony with historiography is the evidence for Catholic
cultures. On the basis of the nineteenth-century experience, we should look for
a ‘Catholic Ethic’ that diverts attention from economic advance. But whereas
the Mexican result matches this hypothesis, the United States evidence indicates
that Irish culture apparently changed over the twentieth century, while Italians
and Cubans were abnormally entreprencurial at both reference dates. This last
accords with stable Italian and Cuban cultures independent of, or inconsistent
with, supposedly anti-entreprencurial Catholicism.

The Japanese along with the Chinese became less willing to start businesses,
perhaps because of the filter of immigration legislation. The Chinese in 1910
were unusually entrepreneurial, probably a consequence of the unique legislative
constraints on Chinese migration and naturalization. Language effects may have
been particularly important for these two groups and measuring the impact of
their cultures on their entrepreneurship propensities. Japanese higher incomes
in 1910 and 2000 and lower entreprencurial index once more confirms the small
importance of entrepreneurial culture for economic growth.

That English culture was as ‘deficient’ in entrepreneurship in 2000 as it was
in 1910, and that the Dutch also showed no change, is perhaps a contradiction
with the Protestant Ethic. Alternatively the desire to become an employer, rather
than a wage worker, might be interpreted as Weber’s ‘Adventurer’s Capitalism)
not a reflection of the Protestant Ethic. Consider for instance Samuel Zemur-
ray, a Jewish Russian-born entreprencur in New Orleans, who established the
Hubbard-Zemurray Fruit Company in 1910 with plantations in Honduras.
Zemurray financed and organized a successful military coup against the Hondu-
ran president Miguel Davila in order to obtain tax concessions and grants from
his replacement.”® Had Zemurray stayed in Russia, he was unlikely to have found
comparable opportunities for his entrepreneurial talents, and in the United
States, business was an obvious occupation for an immigrant. But Zemurray
does not show the ‘greater economic rationality” of the ‘Protestant tradition’

‘Protestant tradition’ countries perhaps were less keen on self-employment and
on entrepreneurship than on social and political organization. The conclusion
that the English in the twentieth century did not have an entreprencurial culture
by comparison with other countries providing immigrants to the United States
could be entirely consistent with a strong English entrepreneurial performance in
England. All that is required is that other English conditions — organizations and
institutions — for beneficial business entreprencurship were very favourable, as the
GDP figures in fact indicate. Conversely, an entrepreneurial culture without such
conditions could be positively harmful for economic development, by failing to
channel entreprencurial energies appropriately.



7 ENTREPRENEURSHIP AND CULTURAL
VALUES IN LATIN AMERICA, 1850-2000: FROM
MODERNIZATION, NATIONAL VALUES
AND DEPENDENCY THEORIES TOWARDS A
BUSINESS HISTORY PERSPECTIVE

Carlos Davila

Introduction

Latin America is a space defined in geographic, historic and cultural terms. In
current usage, it refers to the Americas south of the United States, covering
Mexico, Central America (seven countries), South America (nine countries),
Cuba and the Dominican Republic; excluding the Caribbean Antilles, i.e., those
territories colonized by France, the United Kingdom or the Netherlands and
the Commonwealth of Puerto Rico. Despite its common features: their Span-
ish colonial past, Spanish as a mother tongue — except for Portuguese in Brazil
— Roman Catholicism as the predominant religion and their condition as ‘emer-
gent economies, Latin America is a vast area with geographic, economic, social
and political diversity expressed in various levels of economic development.
The present chapter encompasses Mexico and seven South American nations
— Argentina, Brazil, Chile, Colombia, Peru, Venezuela and Uruguay — with par-
ticular emphasis on one Andean country: Colombia.

Its purpose is to offer a selective, non-comprehensive survey of the litera-
ture dealing with cultural features in their interplay with entrepreneurship in
the region for the 1850-2000 period. This literature illustrates both American-
rooted psychological and sociological ‘modernization’ theory, Marxist-inspired
‘dependency’ theory, national values and business history research. It is exam-
ined for clues to the relationship between cultural features and entrepreneurship
and its relation to economic development. In addition, the distinctive features
and patterns of Latin American entreprencurship are synthesized and challenges

- 143 -
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and opportunities confronting future research into the historical explanation of
entreprencurship in this part of the world are delineated. In particular, its poten-
tial for aggregate analysis, e.g. through entrepreneurial typologies, as a means to
advance the study of entreprencurship for allowing comparison with ongoing
research worldwide is examined.

This chapter is organized into eight sections. After an introduction, the
first section summarizes the ‘decade of development’ (1960s) and ‘moderniza-
tion’ theory with its emphasis on the social and cultural factors in economic
growth. The second section examines the application of the ‘modernization’
theory in various Latin American countries during the 1970s and the negative
consequences this had on the study of the relationship between cultural features
and entreprencurship. The third section analyses the influence of dependency
theory during the sixties and seventies that discouraged the study of business
and its actors — entrepreneurs and firms. The fourth section addresses the revival
since the mid-1980s of national values theory. It is followed by a section that
presents a selective survey of Latin American business history dealing with local
and regional culture and entrepreneurship. After this comes a section on studies
related to backwardness and substitutes for prerequisites to economic develop-
ment. The elements towards a synthesis of Latin American entreprencurship are
sketched in the penultimate section which is followed by concluding remarks
centred about a proposed analytical scheme for entreprencurial history.

The Eventful Path of Entreprencurship in Theory and History in
Latin America

Within the renewed academic interest in entrepreneurship theory and history in
the international academic communities of both business history and entrepre-
neurship, there are various reasons to look at the case of Latin America. First, in
the post-war period, this part of the world served as a testing ground for diverse
disciplinary perspectives on non-economic factors of economic growth, one of
them being the role of culture. The results of that experience appear to have been
neglected, or a least forgotten. Second, nowadays, placing the Latin American
case in a wider international framework may contribute to the recent interest to
see the evolution of business history as an academic field in a comparative perspec-
tive. In fact, it seems to depart from the experience of the United States wherein
a shift of interest from the individual Schumpeterian entrepreneur to the study
of Chandler’s large-scale company has taken place since the early 1960s; interest-
ingly, four decades later ‘entrepreneurial history is now in the process of being
reborn’! In contrast, in its recent, brieflife span business history in Latin America
has focused more on entreprencurial history — individual entreprencurs, families,
immigrant and related networks — than on the history of individual firms.>
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Additionally, together with the idea of the ‘enterprise culture) since the
end of the 1980s there has been a rebirth in some quarters of the thesis about
the alleged anti-entrepreneurial values of Latin American culture, and its cor-
related lack of entreprencurship, now under the dictum that ‘culture matters.
As the present chapter argues, scholars as well as policymakers, entrepreneur-
ship consultants and educators in the region would do well to consult British
and American business history’s renewed methodological approaches to the
history of entreprencurship, as well as the growing Latin American business
research on business history. The Latin American experience shows the theo-
retical approaches of the 1960s and *70s that were applied to entreprencurship
in this part of the world were seriously flawed in terms of rigorous empirical
research. Despite this, the causal mechanisms and relations between culture,
entrepreneurship and economic growth are important enough and deserve to be
approached from more cogent theoretical and methodological perspectives. The
further evolution of research has shown that the work done on the business his-
tory of the region urgently needs to link history with theoretical developments
in the international business history community.

From the outset it should be stated that Latin American business history is
a young academic field whose origins date back to the 1970s; it was preceded by
an embryonic development (after 1950) of economic history in almost all coun-
tries of the region. Economic history arose as a general field, which gave a central
role to economic phenomena in wider explanations of the development of Latin
American socicties. That centrality receded after the 1970s, ‘Economic history,
then, became a greater window ... little by little, among the related windows,
entrepreneurial history and studies appeared’?

In Latin America, business history has evolved not just under the influence
of economic history but also as an interdisciplinary field - a ‘no man’s land’ - in
interaction with socio-economic history, social history, economic development
literature, sociology and management. Since the beginning of the 1990s business
history has experienced important growth in the volume and quality of its aca-
demic output, as well as in its degree of institutionalization — that is, presence at
international conferences, positions on editorial boards of top journals of the dis-
cipline, networking and instruction in business schools. Two recent special issues
dedicated to Latin America in two of the discipline’s major journals attest it.*

This growth has been unequally divided among the countries: Mexico,
Argentina and Brazil have received the most attention, followed by Colombia,
Uruguay and Chile; these have seen greater development in the new field than
the other Andean countries — Peru, Venezuela and Bolivia — as attested by recent
surveys of the field.?
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The ‘Decade of Development” in Latin America and ‘Modernization’
Theory: Entrepreneurship, Social and Cultural Factors in Economic
Development

Atthe end 0f 1961 the United Nations General Assembly agreed that the decade
of the 1960s would be the ‘United Nations Development Decade; a programme
for international economic co-operation’ aimed at advancing economic and
social progress for the less developed countries.® A few months before, in March
1961, the late American president John F. Kennedy launched the Alliance for
Progress, ‘a vast cooperative effort’ aimed at changing United States policies
towards Latin America to ‘help create the political, social and economic frame-
work for better living conditions in the hemisphere’” Behind the stated purpose
was a political concern: the Alliance would prevent other Latin American states
from following communist Cuba’s recent (1959) example of falling under the
influence of the Soviet Union.

As part of these initiatives, scholars at leading American universities (Har-
vard, MIT, Yale, Princeton, Chicago and the University of California at Berkeley,
among others) made their reputations as development economists (e.g., Alex-
ander Gerschenkron, Walter Rostow, Everett Hagen and Albert Hirschman),
sociologists (led by recognized figures such as Neil Smelser and Seymour Lipset),
political scientists (Lucien Pye, Gabriel Almond and Joseph La Palombara) and
psychologists (David McClelland). They were concerned with economic growth
and development as a new, policy-oriented field of inquiry. These specialists
had begun to appear since the end of the 1950s, in economics departments, in
recently created multidisciplinary centres studying economic development, as
well as in some social sciences departments — e.g., sociology, political science.
Those circumstances converged during this eventful decade into the study of
the economic factors of growth — capital accumulation, investment and savings;
labour and land® — culminating in preoccupation with the non-economic aspects
of development. Growing interest in these non-economic aspects formed part of
the current of thought rooted in the United States known as the ‘moderniza-
tion’ current, a variant of the field of development economics. Drawing on an
anthropological perspective and a strong kinship with Talcott Parson’s struc-
tural functionalism, this current conceived economic development as involving
fundamental alterations in the social and political structures as societies moved
along the ‘traditional, ‘transitional’ and ‘modern’ society typology.’

Besides social mobility — in its sociological, cultural and psychological com-
ponents — education, technical know-how and the politics of development and
entreprencurship were other central themes for the modernization current in its
search for the ‘missing component’ in the process of economic growth in underde-
veloped countries. Among these, entrepreneurship is our focus of attention. At the
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end of the 1960s it had generated growing interest, reflected in a number of theo-
retical constructs about entrepreneurial supply, both psychological (McClelland,
Hagen, Kunkel) and sociological (Cochran, Lipset, Young) approaches that in
various forms were reﬂecting some Weberian and/or Schumpcterian influence.

Theories about entreprencurship in economic development were surveyed in a
volume published in 1971 by Peter Kilby, an American economist. In an insightful
introduction, called ‘Hunting the Heffalump) a classic of entrepreneurial litera-
ture, he stated, “The importance given to the entrepreneur’ — who in his analogy he
compared to the heffalump — as a causal variable in the growth process is strongly
influenced by the ‘particular scholar’s field’'® More than thirty years later, in ‘Revis-
iting the Heffalump) he reaffirmed that he was refining his propositions about
entreprencurial tasks, the entrepreneurial personality and the entrepreneurial abil-
ities that he was now seeing as dissimilar depending on the setting in which they
take place — underdeveloped countries versus industrialized societies."

It is striking that with few notable exceptions such as Alexander Gerschenk-
ron, who in a 1962 work approached ‘economic backwardness [in Europe] in
historical perspective}'? a distinctive characteristic of the 1960s-era moderniza-
tion literature was its lack of historical perspective. Generally, in these theories
there was little concern for the past of societies undergoing economic change,
preferring to focus on measuring the causal relationships between the mod-
el’s variables as the basis for theory testing and generalization. The interest in
providing input for policymaking and to make academic work ‘applicable’ to
policymaking promoting economic and social development influenced scholarly
work in that decade. It is important to recall the international political context
of that ‘decade of development’ in which comparative research projects came to
fruition. Particularly, it was the period of the ‘cold war’ between the post-war
superpowers, which formed the backdrop for the alignment and future of the
underdeveloped countries of Latin America which, in the view of the north, was
the ‘backyard’ of the United States.

Latin America as Testing Ground for ‘Modernization’ Theories

Latin America was an amenable testing ground for some of these theories. One of
them was psychological: Everett Hagen’s status-withdrawal theory. Interestingly
enough, he was an economics professor at MIT. The other two were sociologi-
cal theories, that of Thomas Cochran — a well-known business historian at the
Center for Entrepreneurial History at Harvard Business School — and that of
Seymour Lipset — a sociology professor at Berkeley. In his book published in
1962,"> Hagen provided a mediating psychological explanation (personality
formation) for the transition from traditional (authoritarian) into modern (cre-
ative) societies that undertake economic growth. His research has recently been
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portrayed as echoing A. H. Cole’s call in the 1950s for combining theory and
historical data in a dynamic context.*

A Colombian regional group — the Antioquesios: the “Yankees of South
America’ - ‘not simply [for their] greater entry into industry, but also [for] their
greater business acumen, entreprencurial foresight, and organizational skill}"s
was taken as one of the four cases Hagen studied (the remaining three being the
Old Believers in Russia, the Nonconformists in England the Samurai in Japan).
The provocative ideas he puts forth in support of these choices are attenuated
by his decision to cover many centuries in a few pages. His empirical evidence
does not measure up to the standards for the collection and analysis of facts and
counterfactual evidence. Among the critical reviews of Hagen’s book by scholars
a noted one was authored by Gerschenkron.' The chapter on the Antioquerios
was severely criticized in 1965 by Frank Safford,"” the pioneer in Colombian
business history. Applying a rigorous historical analysis and summoning a con-
siderable amount of compelling evidence, he dismantled the fragile empirical
foundation of Hagen’s theses. Ten years later, another American historian, Ann
Twinam, concluded her doctoral dissertation on the Antioquian elite at the
end of the colonial period by observing that status withdrawal was ‘hypotheti-
cal} based solely on Hagen’s ‘own inferences’ and drawn from ‘his own fertile
imagination’'® Paradoxically, nascent Colombian business history owes much to
Hagen’s book. He moved others to delve into and debate his generalizations and
to make empirical comparisons. Hagen’s determination to discern the factors
contributing to economic growth was admirable. He failed, however, because he
refused to focus on the questions of who, where, when, how and why, preferring
to adopt a kind of determinism that historians abhor.

A second theory applied to Latin America entrepreneurship was sociologi-
cal role theory through the framework of both Cochran’s national value theory
and Lipset’s entrepreneur as a deviant. Cochran proposed a cultural framework
whose key elements are anchored in Talcott Parson’s sociology: cultural values,
role expectations and entrepreneurial roles, and social sanctions. In this theo-
retical framework, entreprencurs represent ‘society’s modal personality’’” In the
American culture society’s values, according to Cochran, are those of an ‘egali-
tarian atmosphere of an outgoing, pragmatic, democratic society’ that from their
childhood teaches entreprencurs that ‘co-operation for mutual benefit is good.
According to him, that is not the case in Latin America.”

A couple of years before Hagen would publish his well-known work about
the theory of social change, Cochran completed his book about the Puerto Rican
businessman?' and three years later co-authored — with an Argentinean anthro-
pologist — another book about entreprencurship in Argentine culture, which its
authors define as a study in cultural change. Both works embrace the idea that
the values of these societies in transition determine the role that entrepreneurs
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play. A constant in Cochran’s work is the comparison between the impact of
the values or ethos traits prevalent in the United States and Puerto Rico and/or
Argentina on entreprencurial behaviour.

Undoubtedly Cochran made a suitable choice in taking the case of Argentina.
In 1930 that country was showing a spectacular start on the road to economic
growth and industrialization; but it did not succeed in being sustainable over
the long term. In 1960 its economy was not that of the developed country that
it seemed to be becoming in 1930. To investigate the cause of this was a very
interesting case.

In Argentina he studied a magnate of Italian origin: Torcuato di Tella,
a pioneer of the metallurgical and electrical industry in the period 1910-60.
His book is more of an entreprencurial history — focused on di Tella’s personal-
ity and his role — than a company history. In the eyes of one reviewer from the
period, published in an anthropology journal, the volume ‘relies rather heavily
on conjectural history’; he considered that it ‘falls somewhat short of a satisfac-
tory anthropological account’ and he saw it as ‘one-sided; based almost entirely
on the managerial and family point of view.”” Three decades later an American
business historian made the point that Cochran’s book was a ‘straightforward
business biography, with little to suggest the application of anthropological
methodology’?

During the 1960s in Latin America there were also repercussions from
a theory closely related to Cochran’s social roles, likewise based on Parson’s
pattern variables and associated with a prominent American sociologist — Sey-
mour Lipset — who in 1967 co-edited a well-known book called Elites in Latin
America** Although Lipset is reiterative in that his theoretical approach is com-
parative — contrasting the United States with Latin American nations — and his
point of departure is that ‘No society is equalitarian, ascriptive or universalistic
in any total sense’, the balance is sufficiently definitive to conclude: ‘predominant
values which continue to inform the behavior of the elite stem from the contin-
ued and combined strength of ascription, particularism, and diffuseness’® These
values were portrayed as distinctive of traditional societies.

In this context, and with the same logic as Cochran, Lipset’s theory assumes
that those who introduce change must be deviants, since they reject the tradi-
tional elite’s way of doing things.

‘... The restraints upon entrepreneurial activity imposed by the network [of social
relations] would be less effective against such a person. Thus, an immigrant may be
outside of many of the networks of the nation and freer to engage in entrepreneurial
activity, in other words, freer socially to deviate.?®

It must be said that the available material to which Lipset would refer was rela-
tively scarce and belonged to an embryonic development of social sciences in
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Latin America at the beginning of the 1960s. Several of these represented an
erudite essay tradition more than rigorous academic research.

As in Cochran’s case, Lipset’s ideas caused repercussions in the United States
academic world, more so than in Latin America, where the 1970s witnessed
penetration by other currents of thought — Marxism and dependency theory,
addressed in a later section. Nevertheless, it was during these years that Colom-
bia again served as a testing ground. In an exploratory study published in 1966
about industrial entrepreneurs in the Colombian capital of Bogota, United
States sociologist Aaron Lipman conducted a cross-sectional study inspired by
Lipset’s approach and concluded that the entreprencurial role is ‘both unusual
and crucial. Colombia is not a nation of commerce.” Without argument and
with no empirical proof about predominant values, Lipman stated that ‘instead
of being an outcome of his cultural stimulation and motivation, Colombian
entreprencurship seems to exist in spite of, and often at odds with, the cultural
miliew’® This study approaches the Bogota entreprencur and defines him as a
cultural nonconformist or deviant.

Between 1963 and 1966 and under a broad array of theoretical influences
that were not circumscribed by the modernization theory, the Economic Com-
mission for Latin America (ECLA), an agency of the United Nations, put
together a four-country project — Argentina, Colombia, Chile and Paraguay
- on the industrial entrepreneur in Latin America, that was preceded by a study
of industrial entrepreneurs in Brazil conducted by Fernando H. Cardoso.” Lip-
man undertook the project in Colombia, whereas in the other countries Latin
scholars coming from other disciplinary and ideological backgrounds did the
studies. Cardoso wrote an insightful synthesis of this project that was included
in the aforementioned book edited by Lipset. The project was framed in a
broader perspective that encompassed ‘the structural and historical differences
that entreprencurial activity has taken in Latin America ... and the limitations of
the sector as a pressure group and a political force’™ It is to be noted that if not
framed as entreprencurial historical typologies, several of the country studies
were aimed at sketching features of samples of industrial entrepreneurs amena-
ble to sociological quantitative analysis. The dubious theoretical orientations of
some of them notwithstanding, their merit was in gathering data with an ample
coverage overcoming the limitations of case studies. Subsequently, ECLA’s
interest in this endeavour receded. Unfortunately, these pioneer entrepreneurial
studies have passed unnoticed for decades to the point that only exceptional ref-
erence is made to them in business history and political sociology accounts as
well as in recent surveys on Latin American founders of contemporary entrepre-
neurship and dynamic ventures.?!

The same fate befell the pioneering works of Cochran and Reina, Lipset
and Lipman. During the next two decades there were no followers or research
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projects and publications ensued on entrepreneurship in the direction of the
modernization theory. Yet this decline of interest in culture as an explanatory
factor of development took place not only in Latin American but also in the
American academic community, as Samuel Huntington has recently noted.*

All these conditions notwithstanding, another major intellectual current in
the region served to discourage the study of entreprencurship, for ideological
and political reasons. This was dependency theory and Marxism, which enjoyed
wide currency in Latin America during the 1960s and *70s.

The Impact of Dependency Theory in the Study of Entrepreneurship

Dependency theory represented the Latin American contribution to the study
of economic development. For the purposes of this chapter, there will be only
brief mention of its central tenets and its negative effect in discouraging the
study of business people, private business and entreprencurship. There is a
vast amount of literature about dependency theory available to the interested
reader.® A precursor of this theory was the work of the ECLA in the 1950s
about ‘central-peripheral’ relationships, which came to be known as ‘ECLA
structuralism’. The 1960s and *70s saw fruitful intellectual production on the
part of Latin American scholars, for the most part sociologists, centring on
ECLA, especially in its headquarters in Santiago de Chile. The classic work is by
Cardoso and Faletto, which includes a harsh critique of modernization theory
based on its conception of development as an evolutionary, linear process that
is part of a passage from a traditional society to a dual one and later a modern
one. These concepts were considered excessively general. They also reject the
idea that underdeveloped nations exhibit anomalous development and seem to
assume that they must repeat the history of developed nations, without taking
into account historical phases and various contexts. The central concept is that
of the dependency — economic, cultural, technological — that Latin America has
experienced with relation to the urban hegemonic centres of various historical
stages. In this context, entrepreneurs, together with large landowners, are seen
by various dependency authors as internal beneficiaries who are responsible for
underdevelopment in their respective countries. They were portrayed as villains
and often demonized. In such conditions, it is not surprising that entrepreneurial
activity, its actors — entrepreneurs and business people —and entrepreneurship
lacked legitimacy as subjects of study. It is not strange that those who sought to
promote entrepreneurial studies and business history were called ‘apologists of
the bourgeoisie’ and were viewed with suspicion. In this as in other thematic
areas, overarching categories of imperialism and dependency were often applied
with at least indifference towards the historical frameworks, even with ‘olym-
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pian disdain for historical analysis.?> It should also be added that some of the
foreign historians specializing in Latin America

were concerned primarily with the dominant controversies over imperialism and
dependence or with writing company history of a rather traditional kind, rather than
with transferring to the study of Latin America some of the major changes which
were taking place in business history in the developed world under the influence of
historians like Alfred Chandler or Mira Wilkins.>

It bears mentioning that despite some ideological affinities, dependency theory
was the subject of critiques emanating from some currents of orthodox Marxism.
Drawing on the Marxist theory of imperialism, some authors criticized depend-
ency theory for remaining silent on the contemporary character of imperialism
and for its careless application of Marxist theory.” For others, the theory of eco-
nomic imperialism was the ‘missing link” in dependency theory.*®

National Culture and Economic Performance Thesis Comeback:
Latin America as Part of the World’s Losers

In the wake of a revival on culture as an explanatory factor in several realms
of life, Lawrence E. Harrison wrote a book that was published by the Harvard
Center for International Affairs in 1985. As its title it conveys, its central idea is
that ‘underdevelopment is a state of mind’ It is based on the author’s experiences
and reflections from the vantage point of his official mission as a United States
Agency for International Development official in several countries of the region
between 1965 and 1981. Based in parallel case studies, related basically to his
own experiences and observations, he concludes that in most Latin American
countries culture has been an obstacle for development.* Harrison’s book raised
protest from several quarters in Latin America as well as from economists and
other experts in the region.” But at the same time for several years he received
favourable reactions from scholars, journalists, politicians and development
practitioners active in the renaissance of cultural studies. Several of them reu-
nited in 1999 at a symposium on ‘Cultural Values and Human Progress” held at
Harvard that led to a book entitled Cultural Matters: How Values Shape Human
Progress.! Nine of the twenty-two chapters dealt with the relationships between
culture and economic and political development and were authored by distin-
guished scholars ranging from David Landes, Francis Fukuyama and Ronald
Ingelhart to Seymour Lipset, Jeffrey Sachs and Michael Porter. By 2002 an inter-
national research project on ‘Culture Matters’ was started at Tufts University
led by Harrison and is still under way, having published two recent volumes;
one of them include case studies from several poor areas of the world, five of
them on Latin American countries.” Only one of them gives some attention to
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a historical perspective. Although this project has a broader focus than entre-
preneurship — development and poverty being the dependent variables that are
determined by culture — it is interesting to note its similarities with the moderni-
zation approach of the 1960s.

For the audience of economic and business historians to whom the present
chapter is aimed, it should be stressed that the idea of ‘national culture” has been
at the core of the thought of pre-eminent Harvard historian David Landes for
over half a century. In his 1998 book he was definite: If we learn anything from
the history of economic development it is that culture makes all the difference’
And later on: ‘what counts is work, thrift, honesty, patience, tenacity’*

It must be said that the linear model implicit in the approach of a ‘national
culture’ has been the subject of various critiques. As a recent business history
handbook chapter on business history and entreprencurship points out, the
underlying premise of its research agenda ‘has proven questionable’* As another
critic points out, Landes’s ‘desire to summarize an entire society in one pithy
sentence inevitably falls flac’®

Landes dedicated a chapter to “The South American Way,* often taking
Argentina as a case study — ‘the Latin country with the best chances — a country
that like the entire region is in the category of “losers™. He calls attention to the
region’s instability and insecurity, which in the nineteenth century was a ‘penny-
dreadful of conspiracies, cabals, coups and countercoups with all these entailed
in insecurity, bad government, corruption, an economic retardation ... At the
top, a small group of rascals, well taught by earlier colonial masters, looted freely’
For Landes, Latin America was a ‘simulacrum of Iberian society’; Spain exported
its weaknesses overseas. Among them ‘its spiritual homogeneity and docility, its
wealth and pursuit of vanities ... The road to wealth passed, not by work, but by
graft and (mis)rule” In a nutshell, and to no one’s surprise, in the eyes of Landes:
“The Latin American countries had no program, then no vision of economic
development’”” In this grim picture of the vast continent to the south of the
United States, there was no place for entreprencurship nor entreprencurs. The
interesting fact is that these cultural interpretations are prone to be accompanied
by a vision where race and geography are also present.*®

These overriding generalizations are based on debatable empirical evidence
and do not leave space to counter factual evidence, at least regarding the causes
for South America remaining among the poorest parts of the world. This does
not deny that Landes’s book

is just beautifully written, filled with bon mots and witty observations, speckled with
devastating and at times irreverent dismissals of opposing views. Landes commands a
seemingly endless arsenal of interesting and neat anecdotes and historical miniatures
that are used in virtuoso fashion to illustrate a point. The width and depth of the
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historical knowledge at his disposal is simply so vast that even his most determined
opponents will have to admit their respect for this work.”

With Landes’s vision, justifiably called ‘Eurocentrically triumphant’ by one
reviewer, ‘few business historians will agree with everything it says — but everyone
will be awed by its erudition and verve’® Without denying Landes’s characteris-
tic insight and caustic wit,”! business historians who have studied this part of the
world would certainly agree with few things he wrote on Latin America.

Business History and Local/Regional Culture: An Alternative
to Modernization Theory, Value Analysis and National Culture
Perspective and Dependency Theory

Landes’s stance is reminiscent both of the ‘westernization’ bias and lack of
empirical evidence of the modernization school of thought examined above.
Interestingly enough, during the same decade in which Landess book was
published, a growing business historiography was already in existence that in
a variety of ways addressed the topics under contest. That is, the relationship
between culture and entrepreneurship.” That historiography was the product of
both Latin American and foreign researchers.

In fact, it was not until the turn of the 1970s that the study of entrepre-
neurship in economic development resurged in Latin America, now viewed
from a different angle rooted in socio-economic historical perspectives, devoid
of both the ideological overtones proper to the ‘theology of dependency’ and
the methodological and ethnocentric drawbacks that permeated modernization
theories.

In the first case, research advanced in both regional settings pointed out
the distinction between foreign capital and foreign last names for the case of
Spanish immigrants who came from northern Spain and became prominent
businessmen, especially in the period between 1870 and 1910.5 In Argentina, a
counterpoint to Cochran’s study came out with research focused on the regional
and local setting as a locus of economic development and of entreprenecurial
activity, pioneered by a carefully crafted piece on entrepreneurship in an Argen-
tine province — Mendoza — in the period 1861-1914 written by an American
historian in 1979.>* In the decades after this study, Argentine economic and
business historians were contributing numerous works about entrepreneurs and
family businesses in the wine, sugar and cattle ranching sectors of the inland
Argentine provinces — Mendoza, Patagonia and Cuyo, principally. At the same
time, studies on British, Italian and French immigrants engaged in a variety of
businesses and entreprencurial ventures since the last decades of the nineteenth
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century became one of the outputs of growing Argentinean business history, as
attested by a recent survey of the literature.>

These works belonged to a category of business history, which has also
appeared in Mexico and Colombia, where studies about the origins and for-
mation of regional entreprencurship saw particular development. In the case
of Colombia, as a counterpoint to Hagen’s debatable method and conclusions
researchers from several disciplines contributed to grace the following decades
with valuable historic works based on detailed primary (and secondary) source
research. These included works on Antioquefio mining, commerce, socio-cul-
tural values, coffee, industrialization, ethnic origins, politics, colonization,
technical education, and transportation.® In the same vein, studies about the
origins of entrepreneurship in other regions of this Andean country gradually
came out.”” In the north-east region of Mexico, neighbouring the United States,
Monterrey, the centre of Mexican industrialization, had at the end of the 1990s
a broad and rich bibliography.®

In various countries there were also advances in the study of immigrants as
groups with outstanding entrepreneurial activity who were not dissenters but
partners and/or competitors of local entreprencurs and who, in many cases,
became part of local elites. Mexico and Argentina are leaders in this type of
study.”” Those works were examining, for example, the articulation of entre-
preneurs within the society and the local culture and their business practices
in the local economy.® In Argentina, research about foreign capital companies,
for example the railroads, banks and British meat processors, represented the
modal category of Argentine business history.®! These studies, without explicitly
attempting to, raised many questions about the alleged ideas of rejection of for-
eigners, or of foreigners as exemplars of entrepreneurial values that supposedly
only they possess, in contrast to local businessmen.

In closing this section, it should be stressed that modernization theory made
a modest contribution to the study of entrepreneurship and its cultural determi-
nants in Latin America; the reader will be perplexed to realize that four decades
later, and at a time in which entrepreneurship is at centre stage for its role in
‘value creation, the national values perspective, with its rampant ‘culture mat-
ters’ determinism, seems to be more inclined to develop practical guidelines and
input development policy than to advance knowledge.

Latin American Backwardness and Substitutes for Economic
Prerequisites: Another Fruitful Perspective for Research
It is a good idea to recall that another writer of the 1960s, also a Harvard profes-

sor, the economic historian Alexander Gerschenkron, has in the past few years
attracted new interest in his ideas about economic backwardness in histori-
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cal perspective.® This interest has as much to do with the vicissitudes of Latin
American economic development in the years of globalization, as opposed to
the rapid pace of development in East Asia. Gerschenkron’s central notion ‘is the
positive role of relative economic backwardness in inducing systematic substitu-
tion for supposed prerequisites for industrial growth’® For the case of business
historians in Latin America it would be very useful to take into account that,
according to this prominent economic historian, aside from the substitutes,
there is something very important in the effect on entreprencurs of passing
through the professional training of industrialization.

Studies have been carried out about industrialization and entrepreneur-
ship in industrial centres of Argentina (Buenos Aires), Brazil (Sao Paulo, Minas
Gerais), Colombia (Medellin), Chile (Santiago de Chile) and Mexico (Monter-
rey and Mexico City/Pucbla) from various perspectives. They have supported
the idea of the importance of entreprencurial experience and learning,

Complementing Gershenkron’s thesis, in the case of gold mining in Antio-
quia, various works converge on what constituted from the mid-nineteenth
century a ‘practical entrepreneurial school}**
regional capital — Medellin — that started in the first decade of the twentieth
century. It also preceded the pioneer formal training in business education in

prior to the industrialization of the

same country at the beginning of the twentieth century, not by accident located
in a school of mining and engineering.®

Elements towards a Synthesis of Latin American Entrepreneurship

The present state of business history in Latin America does not allow reliance
on works of synthesis, cither at the sub-continent level or for countries where
this field of study shows major advances. This is a major shortcoming that makes
it difficult for the international reader interested in comparative perspectives
fully to understand the present chapter, which is focused on a specific stream
of business history — the links between culture, entreprencurship and economic
growth. This limitation notwithstanding, a tentative outline for a synthesis
of Latin American entreprencurship in the 1850-2000 period is attempted,
based on regional and country surveys of the business history literature utilized
throughout this paper.® They permit identification in a nutshell of the following
as the most important features and patterns in Latin American entreprencurship
and entrepreneurial behaviour: wealthy urban elites have been key entrepre-
neurial actors in early economic development; entrepreneurs have shown high
diversification of investment and entreprenecurial activity; family capitalism with
business and entrepreneurial families as key actors has played centre stage; busi-
ness has been closely intertwined with politics and the state, the accumulation
of political capital being a critical entrepreneurial capability; foreign capital
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has played an important role and evolved through varied organizational forms;
European immigration has been noticeable; and state-owned enterprise was
important throughout the twentieth century.

Concluding Remarks: Towards an Analytical Scheme for
Entrepreneurial History

In closing this paper it should be recalled that the interplay between cultural
values and entrepreneurship is a promising field of research in business history
in Latin America. The experiences derived from the eventful evolution of theory
and research on this topic in this part of the world over the last fifty years impart
several lessons. One is the drawback of trying to test grand theoretical schemes
of the type of ‘modernization’ theory or national culture through static, cross-
sectional research strategies, devoid of any historical perspective. The orientation
of the recent revival of current research on national culture demonstrates that
the pitfalls of the large research projects carried out in the 1960s are prone to be
repeated; the lessons from them seem to have been obliterated. A second lesson
is that the emphasis on culture at the expense of institutions, resource endow-
ment and other environmental factors is a drawback in understanding economic
growth. A third lesson is positive: the criticism of those approaches by nascent
business history in Latin America was furthered by rescarch that became a coun-
terpoint to many of the preconceptions and generalizations of the modernization
theory. More to the point, five arcas of business history research have proved to be
promising in the region: origins of local and regional entrepreneurship; origins
of industrialization; business elites; entreprencurial and family business history;
and immigrant networks. The revival of interest in Weberian, Schumpeterian,
Sombartian, Veblerian and Gerschenkronian theories related to entrepreneur-
ship and values has led to recent theoretical and methodological advances in the
international community of business historians.”” These advances in topics such
as entrepreneurship and family firms, entrepreneurial networks and diasporas,
and more generally entrepreneurship, culture and historical explanation, offer
an opportunity for the strengthening of Latin American business history. The
challenge is to incorporate them critically in the research agenda for the next
decades.

A step in that direction has to do with entrepreneurial history, of which
there are valuable contributions within Latin American business historiography.
The purpose would be to explore ways to articulate it into ongoing compara-
tive research projects on entrepreneurial typologies as reported in several of the
chapters of this volume. A limitation is that for no countries of the region are
there scholarly business/entrepreneurial history dictionaries similar to those
available in the United Kingdom and Italy,®® nor are there collections of brief
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entrepreneurial biographies such as those that appeared in the last decade in
Spain.®”” With this in mind, what follows refers to a project to develop an ana-
lytical framework for doing research on histories of individual entrepreneurs
and/or entrepreneurial families. This framework has two applications: first, it
serves to orient scholarly historical biographies of entrepreneurs and, second, it
can be used to analyse existing biographies. The framework is composed of a set
of five clements, each of which has a series of variables to study that could prove
operational. Thus, there is a base of developing and analysing entrepreneurial
typologies, permitting aggregate analysis that makes comparative research possi-
ble. This could open doors for specific Latin American countries to be articulated
within ongoing projects, as exists in the Global Entrepreneurship Monitor
(GEM) which now includes eight Latin American countries — Argentina, Brazil,
Chile, Colombia, Peru, Dominican Republic, Uruguay and Venezuela - or the
developing entreprencurship project in Latin America sponsored by the Inter-
American Development Bank.”

The framework in question” has been developed in Colombia in the man-
agement school of a private university: University of the Andes, an institution
pioneering business history in Latin America, where teaching and research in
this field has been ongoing since 1974. During the past ten years the concep-
tual framework has been developing and maturing and realizing its application
potential. An initial output concerns senior undergraduate honour and MBA
theses — around twenty-five of them — that have contributed short biographi-
cal profiles of contemporary entrepreneurs from very diverse sectors; documents
of about fifty pages in length, based on oral history and primary and second-
ary sources. The framework has been adjusted over the years and has proven its
viability and its potential for advancing beyond the entrepreneur case-study by
attempting to standardize the facts in their stories and provide a basis for quan-
titative research on entreprencurs and their lifetime ventures.

The second strand of work is an analysis of existing entrepreneurial biogra-
phies and autobiographies with the assistance of the framework. Both outputs
contribute to the formation of a data set of entreprencurs — Colombian, in this
case. An outline of the framework appears below. It is composed of six elements:
1. socio-economic, political and institutional context in which the entrepreneur
developed; 2. economic behaviour; 3. socio-economic and demographic back-
ground variables; 4. relationships with politics and the state; 5. lifestyle; and 6.
mentality.

1. Socio-economic, political and institutional context. The entrepreneur is
an economic agent in the market articulated into a given social and political
structure. Without denying his agency, it is clear that market and environmen-
tal conditions are ever present and interplay with the rest of the categories of
the framework under consideration. Attention to the various environmental
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conditions in which the entrepreneur has lived and deployed his action is at
the core of historical entrepreneurial biographies. Important as they are, insti-
tutional conditions regarding property rights, contractual conditions and rule
of law do not completely cover this category. Social structure considerations,
especially with regard to inequality and social mobility, are also to be considered.
All in all for the influence of environmental conditions on the entreprencur, as
Jones and Wadhwani have recently recalled, ‘Schumpeter’s basic premise that
entrepreneurs often acted as agents of change rather than as captives of their
environment’” should not be forgotten.

2. Economic behaviour: This refers basically to the entreprencur’s functions in
the economic development of his country/region/locality. It includes alertness
to opportunities, creation of new ventures, innovation — including adaptation of
technology to local conditions - risk-taking, information-secking and synthesis,
markets in which he operates, creation of new markets, managerial functions,
credit and financing, diversification/specialization of investments, and long- and
short-term vision. It addresses productive, non-productive or destructive func-
tions in the economy played by the entreprencur as a response to the structure
of incentives.

3. Socio-economic and demographic background variables: This encompasses
age, foreign/regional origin, social origin of parents, origin of initial accumula-
tion, social mobility, educational level, formation as entrepreneur, time of entry
into entrepreneurial activity, socialization in entreprencurship, role of family in
business, place within family structure, social networking — family, regional, eth-
nic, professional — regional/international mobility, religious affiliation, motives
for engaging in entrepreneurship, managerial style and distinctive personality
traits.

4. Relationships with politics and the state: This deals with voting/abstention
in elections, assuming public office — through election or appointment — politi-
cal campaign financing, use of state concessions, state contracting, lobbying,
rent-secking mechanisms, promotion/leadership in business associations and
engagement in networking to promote/resolve political crises, promotion/lead-
ership in third-sector organizations and belonging to families linked to politics.

5. Lifestyle: This concerns the role of business in personal/family life, cos-
mopolitanism, use of free time, membership in and the role of social clubs,
frugality/wastefulness (consumption patterns) and the role of networking
— friendship, social, professional, ethnic, regional, religious — in everyday life.

6. Mentality: Ideas and personally held positions both in discourse and as
reflected in practices related to the state’s role in economic development, mar-
ket as the supreme allocator, role of religion in business, business competition,
monopoly and profit-seeking. Also in matters related to rational calculus, trust
within business relations, value of time, hard work, thrift, honesty, patience,
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tenacity, detachment of business from personal/emotional considerations,
globalization, social exclusion and inequality, business ethics and social respon-
sibility, adherence to the law and rules of the game — both formal and informal
— and success and failure in entreprencurial activity.



8§ EDUCATION AND ENTREPRENEURSHIP IN
TWENTIETH-CENTURY SPAIN: AN OVERVIEW

José L. Garcia-Ruiz

Introduction

Since Joseph A. Schumpeter published his Theorie der wirtschaftlichen Ent-
wicklung in 1911," an important role has been assigned to ‘entrepreneurship’
in economic growth, but until recently in too imprecise a way. In recent years,
thanks to three large initiatives — the Observatory of European Small and
Medium Enterprises (SMEs), belonging to the European Union; the Centre for
Entrepreneurship, SMEs and Local Development, belonging to the Organisa-
tion for Economic Co-Operation and Development (OECD); and the Global
Entrepreneurship Monitor (GEM) — and the work of some scholars it has been
possible to make progress in dealing scientifically with entreprencurship, that is,
elaborating theories that can be empirically tested.” These researches have been
of interest to governments, particularly those from European countries in which
entrepreneurship has been in difficulties for many years. Thus, in 2003, the Euro-
pean Commission brought out the well-known Green Paper on Entreprencurship
in Europe, which is based mainly on research done by David B. Audretsch,
who proposed a debate on several initiatives to stimulate entreprencurship in
Europe.?

Reflecting this concern, the Spanish Consejo Econdmico y Social (CES)
published in 2005 a report entitled E/ proceso de creacidn de empresas y el dina-
mismo empresarial, which to a great extent was based on GEM reports.* These
reports have always paid attention to factors involved in creating businesses
where public policies can take action (Table 8.1).

-161-
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Table 8.1: GEM Evaluation of Factors Involved in Creating Businesses in Spain,
2003-5 (points out of a maximum of five).’

Factor 2003 2004 2005
Access to Physical Infrastructure 338 373 3.64
Trade Infrastructure 293 320 3.26
Support for Growth and Development of Firms - - 3.05
Government Programmes: Presence, Aid 3.04 3.12 3.01
Protection of Intellectual Rights 2.87 297 2.89
Government Policy: Bureaucracy, Procedure 2.81 2.87 281
Post-Secondary Education 2.68 274 275
Social and Cultural Norms 256 278 274
Opening up of Domestic Market: Barriers 278 276 270
Government Policy: Support, Emphasis on Measures  3.01 295 2.69
Financial Backing 249 244 254

Technology and Research & Development Transfer ~ 2.61 248 2.52
Opening up of Domestic Market: Reaction Capacity  2.13  2.18 2.16
Primary and Secondary Education 1.82 186 1.87

The CES analysts attached great importance to the relationship between educa-
tion and entrepreneurship and were highly concerned by the low score obtained
by educational factors, as considered in the Informe Ejecutivo GEM Esparia
2003, which was the one used. It was clear that government policies offering
support to entrepreneurial initiative were not delivering in this area. So, the CES
analysts proposed ‘making people aware of the importance of entreprencurial
qualities as a basic new skill from primary school level’ and ‘developing links
between schools and the private sector’. This involved setting up structures, plans
and measures to support this objective. In the university field, these initiatives
must be more ambitious, including ‘among the university functions that of pro-
moting the entrepreneurial spirit’ and seeking ‘to exploit knowledge acquired
in the university and to transfer it to society by means of firms created by the
university community’.6

The data in Table 8.1 show that some improvement could be observed
between 2003 and 2005, the time when the CES made their report public, but
there was still some way to go. Both the Green Paper and the CES report have
provided a basis for the Spanish government and the autonomous communities
to make every effort in recent years in initiatives completely unheard of in the
field of education. Thus, for example, the Community of Madrid has organized
since 2005 an annual competition entitled ‘Dream today to manage tomorrow,
involving students and teachers of primary, secondary and professional schools
in preparing stories, comics and video game scripts on the subject matter. What
is more, in December 2006, the governing board of the Complutense University
of Madrid approved the regulations for the creation of ‘technology-based firms,
started up by teachers and researchers wishing to market their laboratory work.
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That and other similar initiatives in the Madrid area are being coordinated by a
specialized institution of the Community of Madrid (the Oficina del Emprend-
edor de Base Tecnoldgica de la Comunidad de Madrid).

Given the interest shown recently by public policies in the relationship
between education and the entrepreneurial spirit, we shall devote this paper
to investigating the evolution of the training of entrepreneurs and managers
between 1964 and the present time through the available bibliography on the
subject and the data provided by the official survey on the working population
(the Encuesta de Poblacién Activa, EPA, provided by the Instituto Nacional de
Estadistica). This latter has never before been exploited for the full period (the
EPA started in 1964).

Education and Entrepreneurship

As Santos explained in 1997, Schumpeter’s approach to entreprencurship has
been widely diffused inside and outside the academic world, and has been the
starting point for several studies attempting to characterize the entrepreneur.
The psychologist David C. McClelland, the sociologist Everett E. Hagen and
the economist Harvey Licbenstein have been the most notable in the attempts
to develop the Schumpterian paradigm. For McClelland, humanity has three
basic needs: achievement, belonging and power. Each individual will feel these
needs in a different way. In the case of the entrepreneur, the need for achievement
through work will be stronger than the other ones. For Hagen and Lieben-
stein, the process which gives birth to entrepreneurs can be best explained by
social factors rather than individual ones. Hagen finds that entrepreneurs tend
to appear among cultural minorities which are outcasts in society. In the heart
of these minorities are the conditions that induce individuals to be inclined to
the Schumpeterian ‘creative destruction’. Liebenstein considers that the market,
which is never in a state of perfect competition, is unable by itself to make firms
work in a completely efficient manner. There will always be an ‘inefficiency X’
which can only be solved by the entreprencur. For Liebenstein, the entrepre-
neur’s main contribution will be to motivate workers to put the firm as near as
possible to the production frontier defined by technology.”

The role of education in training the entreprencurial spirit is very hazy in
those lines of Schumpterian rescarch, obsessed as they were with the ‘traits
approach’, which looks for innate characteristics in people. A long time passed
before Alfred Marshall’s warnings were heeded. The great Cambridge economist
was very concerned to see that his country was lagging behind the new indus-
trial leaders, Germany and the United States, and among the reasons for this
phenomenon he mentioned the education factor.® An added problem was that
the British educational system did not appear to be the most suitable for stimu-
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lating business initiative. Not only was it the case that the British population
received scant formal education, it was also a fact that those who did have access
to education were not trained with knowledge enabling them to be better entre-
preneurs and managers. Years later, the sociologist Martin J. Wiener expressed
his agreement with these observations when linking the training received by the
British elite to the loss of entrepreneurial values in a highly successful book.” The
national culture approach of Wiener’s book has been widely criticized, but the
persistent patterns of wealth and poverty in the world have in recent years led
to a renewed interest in identifying variations in entrepreneurial performance
caused by culture.”

The provision of primary education by the British state began in 1879, and
this was followed with some delay by secondary education.!! Rescarch carried
out to measure the impact produced by the formal education system in creating
firms came up with pessimistic findings, a fact highlighted by James Foreman-
Peck. Education did not serve to raise people up the social business ladder,
though it did have effects of this type on professional and civil service ladders."
It can even be stated that panel studies tend to support the idea that the individ-
ual who had received education in contemporary history had fewer chances of
developing an entrepreneurial spirit."> The situation improved after the Second
World War, with the introduction, for example, of business schools, which were
faithful models of American management, but by the end of the twentieth cen-
tury the British education system as a whole was still an obstacle for the country’s
competitive advantage.

In a recent doctoral thesis defended in Oxford University by Mike Hicks' it
is shown that, at the beginning of the twentieth century, British business manag-
ers had little university training, rather less than Americans, and a great deal less
than the Germans. If one looks at the leading industrial countries in the twenti-
eth century it is clear that British managers were only better educated than the
Japanese, though the latter were soon to show enormous interest in training and
before the Second World War were on a par with Germany. The British made
very slow progress and the business leaders of the country throughout the whole
of the twentieth century remained below the level of Germans and Americans
(very similar in the post-war period) and a long way behind the impressive levels
of Japan (with over 90 per cent of its managers boasting university training in
recent years).

Hicks’s thesis is consistent with what Marshall could see around 1900 and
with the extensive literature which has highlighted British neglect of formal
education as a cause of the country’s industrial decline. In a recent splendid syn-
thesis of the history of British management, John F. Wilson and Andrew W.
Thomson have shown how it took a long time to convince British people that
entrepreneurs and managers are not ‘born; but ‘made’; the backwardness can be
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seen in the fact that, nowadays, firms’ expenditure per head on the training of
each manager is 4,438 euros in Germany and only 1,625 euros in Great Britain."
The country’s entrepreneurs and managers are still far worse trained than other
professions. In the years before the 2008 crisis, the United Kingdom experienced
phenomenal economic growth, which made its citizens highly confident, but
the authors of the above-mentioned book and international experts in com-
petitiveness such as Michael E. Porter do not think that this kind of progress
could be sustainable without the education system being taken more seriously.'®
Nowadays many scholars are convinced that Edith T. Penrose was right when
she postulated that firms succeed or fail in competitive worlds on the basis of
their resources and the skill of their managers, in the training of which education
plays a vital role.””

The European model for good business education is Germany. According
to Carlsson et al. (2007), the first school of agriculture was created in Germany
around 1770 and the first school of mining in 1776; one century afterwards, the
first organized industrial laboratories appeared in Germany in the 1870s, in firms
that sought to commercialize inventions based on new breakthroughs in organic
chemistry." It is well known that the Prussian state put into practice a compul-
sory education system after the defeat in Jena in 1806. Soon afterwards, in 1809,
the Humboldt University was born in Berlin. This university was described by
Peter Drucker, the expert in business management, as the first modern univer-
sity.”” In 1825 Karlsruhe Polytechnic was added to the system, following the
French model, and it was reorganized in 1833 by Karl F. Nebenius, becoming a
model of its kind. The number of students in technical universities (Technische
Hochschulen) grew quickly at the turn of the century and those centres played
a crucial role in the education of the business elite.”’ Business-related specialized
studies began in 1913, when the first Kaufmann diploma was awarded. This is
not a late date if we think that similarly in the United States business studies did
not become widespread until the beginning of the twentieth century.

In Germany not only are business managers well trained (particularly in engi-
neering), but workers also reached a relatively high educational level quite early on.
As the nineteenth century merged into the twentieth, it began to become clear that
British leadership was in jeopardy in the face of the industrial force of Germany
and the United States, and for an astute observer like Werner Sombart it was a ‘very
significant fact that the poor German countries had only preceded their more for-
tunate Western rivals in one area: the organization of public instruction’* Years
later, the American historian David S. Landes showed himself to be in agreement
with these theories when he pointed out that Germany’s success in the ‘Second
Industrial Revolution’ had been greatly to do with the existence of a good educa-
tion system, ranging from professional training to university level* The complex
industrialization which was characteristic in the twentieth century soon showed up



166 The Determinants of Entrepreneurship

the limitations of the ‘practical man’ and established the need for an increasingly
larger extension of scientific-technical knowledge, as Robert T. Locke explained.”

About the current situation the study of Van der Sluis et al. (2003) is inter-
esting,” providing a review of empirical studies about the impact of schooling
on entrepreneurship selection and performance. Five main conclusions result
from the paper. First, the impact of education on selection into entreprencurship
is ambiguous, neither positive nor negative. Second, the effect of education on
performance is positive and significant. Third, the return on a marginal year of
schooling in terms of the income it generates is 6.1 per cent in the United States.
Fourth, the effect of education on earnings is smaller for entrepreneurs than for
employees in Europe, but equal or larger in the United States. Fifth, all results
obtained so far are potentially biased. A warning: the authors say that estimation
and identification strategies used to identify the effect of education on perform-
ance have merely measured the (conditional) correlation between education and
performance rather than the causal effect, which is the estimate of interest. To
summarize, the available empirical evidence seems to establish that education
has returns for American entrepreneurs but this is not clear for European ones.

Two recent contributions to the debate in Spain differ in their theoretical
base. For Velasco-Barroetabefa and Saiz-Santos (2007),

the economic literature on entrepreneurship has clearly shown that, even when some
famous entrepreneurs have emerged from social and personal strata with low edu-
cation levels, the entrepreneurs with a good education level (at least in developed
countries) are more likely to be successful than their less educated colleagues ... It’s
better to forget If you don’t know where you are going, any road will take you there’
[as was said by the Cheshire cat to Alice in the Lewis Carrol’s well-known book]. In a
less metaphorical way: to be a genius in business, first you must know the work.”

On the contrary, Congregado ct al. (2008) adopt the sceptical view of Van der
Sluis et al.? In a following section we will review that book in detail because it
uses data from the EPA as we have done and it could be interesting to make some
comparative analysis.

Education of Entrepreneurs in Spain According to the EPA,
1964-2004

The Starting Point: A Study from the Bancaja Foundation

Following the line of research on human capital initiated by Mas et al. (1995)
and Palafox et al. (1995), the Bancaja Foundation (a foundation supported by
the Valencia savings bank Bancaja) published in 2003 a work entitled Actividad y
ocupacion por niveles de estudios”” This work was widely distributed in the media
and its main conclusions were three: 1. the educational level of the Spanish work-
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ing population showed an impressive rise in the last thirty years of the twentieth
century; 2. the greater the educational level, the higher the chances of finding a
good job; and 3. Spanish entrepreneurs are not characterized on the whole by
having a high educational level, falling some way behind firms’ managers.

To give support to the first conclusion, data were provided in the work
showing that in 1970, 88.6 per cent of those working only had primary studies,
whereas in 2000, 26.7 of those working were in this situation. At the top, uni-
versity graduates accounted for 4.3 per cent of those in work in 1970 and 19 per
cent in 2000. The second conclusion was supported by the fact that those with
higher education had maintained activity rates above 70 per cent throughout
the whole period, with a rising trend from 1982 and reaching in 2000 scores very
close to 80 per cent. The activity rate in the population with middle studies had
grown in the early 1980s, remained unchanged between 1986 and 1996 with
values around 60 per cent and, subsequently, had risen once more to nearly 65
per cent. Finally, the population with primary studies had shown a fall in activ-
ity, ranging from 50 to 30 per cent, in rounded-up figures.

It was perhaps the third conclusion that caused most surprise: Spanish entre-
preneurs had less training than the Spanish average, and certainly they were
worse trained than their managers. In 2000, scarcely 11 per cent of entreprencurs
were university educated, when, as we have seen, this figure rose to 19 per cent
for the population as a whole. For this reason, even when the percentage regard-
ing non-compulsory secondary studies was very similar (27.8 per cent in the case
of entreprencurs and 27.4 per cent in the general case), Spanish entreprencurs
seemed to be characterized as illiterates or with nothing more than compulsory
studies to a very great extent: specifically, 61.5 per cent.

The education level of managers was quite different: 54.2 per cent had uni-
versity studies (compared to 10.7 per cent of entrepreneurs) and only 13.7 per
cent had no training or just compulsory education (compared to 61.5 per cent
of entrepreneurs). In view of this information, the Bancaja researchers suggested
that entrepreneurial activity is quite unlike management. Entrepreneurial activ-
ity seems not to need formal education, whereas management activity demands
specific knowledge only acquired after long years devoted to study and research
in one’s field.

The Bancaja work was the first to use data from the EPA to measure the
influence of education in training entrepreneurial skills (entrepreneurship and
management). The work refers to the 1990s and it is our aim to extend the
research from the period starting in 1964 up to the present time. This is because
during these more than forty years there has been a great structural transforma-
tion in the Spanish economy and we may find significant variations compared to
the situation described for the most recent period.
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The Level of Studies of Entrepreneurs and Managers in 1964

Juan J. Linz gave a course in 1960 in the Escuela de Organizacién Industrial
(EOI) on introduction to the sociology of the industrial society. It was well
received and served for the distinguished sociologist to launch the school on
research activities. Thus the project “The Spanish entrepreneur as a human factor
in economic development’ got under way. The project made it possible to find
out, for the first time, the level of training of Spanish managers and entrepre-
neurs. In this project, Linz had the admirable help of his disciple Amando de
Miguel, to the extent that the latter’s was the first signature on the article pub-
lished by both on the topic in the journal Arbor.*®

In Table 8.2 there is a summary of the main findings of the study by Linz and
De Miguel regarding educational level. It must be pointed out that the research
centred on entrepreneurs and managers (without distinction) of industrial firms,
located in thirteen particularly industrialized provinces and with more than fifty
workers; that is, the idea was to discover the educational level of the Spanish
business elite in a broad sense.

Table 8.2: Level of Studies of Entrepreneurs and Managers in Firms with more
than Fifty Workers around 1960, by Provinces Studied and Size of Firm (% in
each province or size).”

Region Pri- Sec-  Techni- Engi- Lawyer Busi- Econo- Other No

mary ondary cian neer ness mist Reply

Alicante 31 12 - 12 25 6 - - 12
Asturias - - 7 93 - - - - -
Barcelona 10 10 19 22 9 19 1 4 4
Biscay 11 7 6 28 13 15 7 10 3
Cadiz 14 64 - 7 - - 14 - -
Cordoba- 25 10 - 25 15 5 5 15 -
Seville

Corunna- S 30 - 20 S 25 - 15 -
Pontevedra

Guipuzkoa 20 8 12 20 8 28 - - 4
Madrid 4 14 9 38 12 8 5 8 3
Saragossa 31 12 6 12 6 6 - 12 6
Valencia 32 16 3 6 19 13 - 3 6
Total 13 13 10 26 11 14 3 6 4
Small 29 17 6 13 5 17 - 10 3
Normal 23 14 14 15 7 14 3 7 S
Average 11 16 11 24 9 17 4 4 S
Large 3 8 11 33 17 17 3 S 3
Giant 1 6 7 48 17 6 4 9 1
Total 13 13 10 26 11 14 3 6 4
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The information in the table clearly shows that the engineering profession domi-
nated the Spanish business elite, with 26 per cent of Spanish managers holding
that qualification and another 10 per cent being industrial technicians (perizos).
Some way behind came those who had studied business (14 per cent) or law
(11 per cent). The predominance of engineers was absolute in Asturias, a region
strong in the mining and metallurgical trades. There was also a strong presence of
engineering in the large industrialized provinces (Barcelona, Madrid and Biscay)
and of particular note was the fact that in Barcelona the number of industrial
technicians was almost the same as that for engineers. The business structure
impinged on the higher or lower recruiting of firms’ engineers: nearly half of the
business managers in very large and a third in the large firms were engineers. This
proportion fell sharply in the small firms.

Lawyers were the second most important professional group in top manage-
ment in large and very large firms, followed closely by those with qualifications
in business (comercio), special studies, which were widely popular before the pro-
fession of economist became established.® In the big firms it was difficult to find
managers with no specific form of training, but this, on the contrary, was normal
in smaller firms (49 per cent) or reduced size ones (42 per cent). Managers with
very little training were common in the Spanish Levant (Valencia, Alicante), a
business world dominated by small firms, and in Cadiz (Andalusia), where as
many as 64 per cent of managers had only basic education.

In the 1950s, the Spanish state was aware that engineers needed comple-
mentary training to be able to carry out their management functions adequately.
Thus, the Ministries of National Education and Industry jointly published the
Ministerial Order of 12 July 1955, setting up the first Spanish business school:
the Escuela de Organizacién Industrial (EOI). The EOI was born in the heart
of the Comisién Nacional de Productividad Industrial (CNPI), created by
the government in 1952 to complement the work of the Instituto Nacional de
Racionalizacién del Trabajo (INRT), set up in 1946. The aim of all these public
bodies was the same, improving the productivity of Spanish industry, but the
INRT was part of the autarkic policies initiated by the Instituto Nacional de
Industria (INI) in 1941, whereas the CNPI and the EOI were financed by the
‘American aid’ which had begun to arrive in Spain in 1950.

The EOI was to play a fundamental role in the ‘Americanization’ of Spanish
firms, a process that was taking place simultaneously throughout Europe in the
wake of the resources provided by the Marshall Plan.*! The EOI provided middle
and higher studies. To follow a middle course it was necessary to have an official
diploma accrediting a high enough technical or scientific level in the opinion
of the school. In order to study the higher grade, an engineering diploma or
a university degree in related areas was required. What is more, proof had to
be supplied of experience in the civil service or in business. Therefore, the EOI
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sprang into life to teach production and business organization to professionals
with higher studies.

The reorganization of the university studies of political, economic and busi-
ness administration sciences, which took place in July 1953, served to make the
business studies more solid. As is shown in Table 8.3, registration for these had
begun ten years previously, but the first graduates did not emerge until 1948: just
37 against the 1,223 registered at the beginning of the degree course. Around
1970, the year in which the Education Act separated studies in economic and
business administration from those in political sciences and sociology, the
number of graduates came to over a thousand (though the exact figure is not
shown in the table). This clearly explains the low number of economists found
by De Miguel and Linz among the Spanish entrepreneurial elite around 1960.

Table 8.3: Students Registered and Graduates in Political, Economic and Busi-
ness Sciences, 1943-70.3

Year Registered Graduates Year Registered Graduates

1943 1,223 - 1957 4,082 96
1944 1,021 - 1958 5,104 99
1945 1,024 - 1959 5,742 138
1946 1,524 - 1960 6,365 188
1947 1,890 - 1961 7,034 189
1948 1,613 37 1962 8,200 176
1949 2,095 85 1963 10,356 334
1950 2,140 92 1964 11,087 345
1951 1,720 75 1965 11,950 502
1952 1,882 56 1966 16,850 378
1953 1,534 94 1967 18,657 827
1954 1,816 90 1968 20,000 782
1955 2,291 74 1969 20,347 964
1956 3,290 46 1970 23,373 -

By the time of the 50th anniversary of the EOI, two rescarch projects had been
carried out on its history, and these enable us to make progress in improving
our knowledge of what this business school has really meant.*® The source
of inspiration for the EOI was the Istituto Postuniversitario per lo Studio
dell'Organizzazione Aziendale (IPSOA), which had been recently created in
Turin (Italy) under American influence. The industrial engineer Fermin de la
Sierra, head of the department of scientific organization of the INRT, was given
the task of making direct contact with specialists in the United States to imple-
ment a curriculum in the EOL and he opted to use as a model the work done
by Ralph M. Barnes, lecturer in the University of California in Los Angeles
(UCLA), who he had met when he was teaching in the University of Iowa. De
la Sierra was responsible for the publication in Spanish in 1950 of the Manual
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de métodos de trabajo (original title: Work Methods Manual) by Barnes, a work
which was highly successful and went through various editions. Barnes and De
la Sierra were strong supporters of the American methods which sought the ‘one
best time’ (F. W. Taylor) and the ‘one best motion’ (E B. and E. L. M. Gilbreth).
These management ideas had already been in existence for four decades and were
being replaced by others which stressed the importance of the human factor (the
so-called ‘Human Relations School’), but they were certainly propounded by
the team of engineers recruited by De la Sierra to teach in the branch of pro-
duction. In the other branch, business organization, the teaching staft took on
graduates in law and business.

Among the students in the first two academic years of the EOI, there was a
predominance of engineers (54), technicians and quantity surveyors (35) but
there was also a large number of doctors and graduates in law and arts (30) and
insurance actuaries and those with diplomas in business (35). The impression
is given that the two branches of the EOI (production and business organi-
zation) tended to be sealed compartments, with highly different views of the
business world; on the one hand were the engineers, highly concerned with pro-
duction, and, on the other, those who thought that accounting, administrative
and commercial organization were as important as production. The chairman of
the EOI De la Sierra, who was an engineer increasingly interested in business
and economic matters, did as much as possible to act as a bridge between both
worlds. One effective way was to invite national and international experts who
were showing the advantages of engineers and economists collaborating in their
work. The course on quality control which was given in 1962 by the American
engineer Joseph J. Juran was a real event.

Following along the path of the EOI, other business schools (apart from the
EOI branch in Barcelona) soon sprang up; against everyone’s predictions, they
were set up by religious institutions. The Jesuits added to their long-established
Universidad de Deusto (1916) — which had made such a strong contribution to
the training of the Basque entreprencurial elite — business schools such as the
Instituto Catélico de Administracién y Direccién de Empresas (Madrid, 1956),
the Escuela Superior de Técnica Empresarial (Bilbao, 1956) and the Escuela
Superior de Administracién y Direccidn de Empresas (Barcelona, 1958). Mean-
while Opus Dei went ahead with the Instituto de Estudios Superiores de la
Empresa (Barcelona, 1956) and the Padres Reparadores weighed in with the
Escuela Superior de Gestién Comercial y Marketing (ESIC), founded in Madrid
in 1965.3

The heavy presence of the Catholic Church in the field of business training
appears to be due to the lack of confidence inspired by the Taylorist paradigm
of the scientific work organization and its dehumanized nature. Books by Jesuits
such as Martin Brugarola, Pedro Uriarte or Mariano Sinchez-Gil left no doubt as
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to the preference of the Church for the human relations model against that of the
scientific work organization. Brugarola went so far as to say that the expression
‘human relations’ was the same as ‘Christian relations’®® Accepting these criti-
cisms, but from a lay viewpoint, the Instituto de Empresa was founded in Madrid
in 1973. It is generally agreed that the schools promoted by the Church, the EOI
(despite its frequent institutional crises) and the Instituto de Empresa have played
a very positive role in training Spanish managers to tackle the challenges of glo-
balization which have characterized the world economy in recent times.

A Source to be Tapped: The Survey of the Working Population

The EPA survey appeared in 1964 as a means of completing the available infor-
mation in the general population censuses. The long gaps between each census
(ten years) and the highly general character of its information made it essential
to have specialized statistical research devoted to registering very specific aspects
of the workforce. Spain was thus following the recommendations of the Interna-
tional Labour Organization (ILO) and the pioneering efforts in this field which
the large European countries (Germany, France, United Kingdom) were starting
to make immediately after the end of the Second World War.

Between 1964 and the present day, the EPA methodology has evolved.
The 1964 schedule contained 25 items, including one on ‘Active population
according to its socio-economic condition and cultural level” (by sexes), which
accurately distinguished between different classes of entreprencurs and manag-
ers. The 1972 schedule provided information on our topic in the item ‘Active
population by socio-economic category, months worked and studies completed;,
introducing some changes in the definitions of entrepreneurs and managers. In
1976 changes were introduced in the names of the studies, in order to adapt
them to international uses, even though up to the year 2000 no official classifica-
tion of education existed in Spain

Between the third quarter of 1976 and the first of 1987 the process was
started of collecting more detailed information on studies, according to a one-
digit coding: 1. primary education; 2. basic secondary education; 3. higher
certificate; 4. professional training; 5. pre-higher studies; 6. higher studies; 7. no
formal studies; and 8. illiterate. In 1987 an item was added to this coding, that of
‘three school or faculty courses passed’. In 1992 a much more detailed two-digit
coding was introduced. Finally, in 2000 a Spanish version of the International
Standard Classification of Education (UNESCO, 1997) was introduced. Just
as there have been changes in the information available on education, similar
changes have been seen in the concept of entrepreneur and manager. All in all,
we believe that the series presented is sufficiently homogeneous (we stopped at
2004 to prevent us being affected by the change in the methodology of the EPA
introduced in 2005).
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Education of Entrepreneurs in the Franco Era (1964-75)

In Table 8.4 there is a summary of the series-making work we have carried out
with the EPA data for the period 1964-75.
The main conclusions to draw from the table are:

1. Entrepreneurs were a category in relative decline. During the desarrollista
(high but unbalanced growth) stage of the Francoist economy, the proportion
of entrepreneurs in the whole of the working population showed a marked fall,
from 37.2 per cent in 1964 to 34.2 in 1970 and 27.8 per cent in 1975. These data
are consistent with the increasing number of wage earners in societies emerging
from underdevelopment.

2. Men predominated in the whole group. The last known item of data
(1971) tells us that 70.6 per cent of entrepreneurs were men.

3. Most were not employers, that is, the only job they created was their own.
Employers always accounted for a small fraction of entreprencurs, around 9-10
per cent. These employers were overwhelmingly male: in 1971, the percentage
of males was 85.3 per cent, very much higher than was the case in entrepreneurs
as a whole.

4. Entrepreneurs had a lower level of education than the working population
as a whole but employers, particularly those in the most sophisticated sectors,
were people who stood out as a result of their education. The advance of edu-
cation beyond primary levels was to be seen in the working population on the
whole, but even in 1975 more than 82 per cent of those working were illiterate
or had only primary studies. That percentage rose to 93.8 per cent in the case of
entrepreneurs, but dropped to 76.7 when only employers were counted (76.4
per cent if it was in industrial sectors and commerce). For 1970 we have infor-
mation on employers in large firms, contrasting the fact that in this group only
65.7 were scarcely educated, compared to 95.2 per cent for entreprencurs and 89
per cent for all the working population. Obviously the quality of entrepreneurial
initiatives improved with education.

5. Higher studies also made progress between 1964 and 1975, but at the end
of the dictatorship little more than 2 per cent of those working had this level of
training. Data inform us that between 1964 and 1975, employers maintained
an educational level which was very much higher than the average of the work-
ing population and the whole of the entrepreneurs (who had a wretchedly low
level). In 1970, about 5-6 per 100 employers had completed higher studies,
whereas this was true for only 2 per cent of those in work and less than 1 per
cent of entreprencurs. EPA data for 1971-5 on the level of higher education of
entreprencurs and employers are simply not credible. These data do not match at
all those presented for 1970 and 1976. It is hard to accept that the level of higher

education of employers was lower than that for the working population.
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Education of Entrepreneurs Awaiting Entry to the European Economic
Community (1976-86)

Continuing with our elaboration of the EPA data, we now present Table 8.5,
referring to the education of Spanish businessmen when their greatest challenge
was the Spanish entrance into the European Economic Community (EEC;
achieved in 1986).

From analysing the table we derive the following:

1. In times of economic turmoil set off by successive oil crises, the proportion
of entrepreneurs as a percentage of those in work fell and remained at figures
of around 22 per cent. It has to be borne in mind that the figure of those in
employment fell sharply because of the general increase in unemployment. Con-
sequently, the absolute number of entrepreneurs fell.

2. Though it may appear surprising, the EPA data tell us that males in this
period were predominant in the entreprencurial class to a greater extent than in
the Francoist period. Nearly 80 per cent of entreprencurs and more than 90 per
cent of the employers replying to the EPA said they were men. It may be that in
such a difficult period women entrepreneurs gave up the struggle before men,
and settled for other roles in society.

3. Employers seem to have acquired greater weight within the group of entre-
preneurs, but there may be some methodological problem between the figures
for the Francoist period and those for this period, since the leap from 10.5 per
cent in 1975 to 15.8 per cent in 1976 is too much. In any case, employers tended
to fall in number in that period, from 15.8 to 14.5 per cent. In this way, during
the crisis years, both quality and quantity were lost among entrepreneurs.

4. As has already been mentioned, progress in education was astonishing dur-
ing these years in which a return to democracy took place. The EPA points out
that figures for those working with no or only minimal training, which in 1976
were around 80 per cent, fell to about 60 per cent ten years later. Entrepreneurs,
and particularly employers, followed the same trend, although this did not pre-
vent a situation near the time of Spain’s entry into the EEC of nearly 80 per cent
of the entrepreneurs being practically untrained. In the case of employers, this
problem only concerned 55-6 per cent.

5. The effort in education also reached the university, which began to take
in large numbers of students. Up to 5 per cent of those working had a univer-
sity education in 1986, a figure which was double in the case of employers and
reached 3.5 per cent in the case of entrepreneurs.
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The Education of Entrepreneurs in a Spain Involved in Globalization
(1987-2004)

The sources help us to extend the analysis for the years in which the Spanish
entreprencurial class has dealt with the challenge of globalization, following the
entry of Spain into the EEC (1986). It has been a period of growth and conver-
gence towards the living standards of the most developed countries, but also of
profound changes in the economic structure (e.g. tertiarization, an enormous
increase in building) and in business (e.g. intensifying of the presence of for-
eign capital, Spanish multinationals in Latin America, continual mergers and
takeovers) in Spain. Indicators on educational levels of Spanish entrepreneurs
between 1987 and 2004 are shown in Table 8.6.

The conclusions are easy to obtain:

1. The entrepreneur has continued his relative decline, since his weighting in
the working population has gone from 22 per cent in 1987 to little more than 16
per cent in 2004. Even so, these were entreprencurs who have actively boosted
the creation of firms — albeit with modest amounts of capital — and who con-
tinue to play an important role, especially if we compare their situation to that
of other large developed countries.?®

2. The presence of women among entrepreneurs has tended to rise, but still
by 2004, 72 per cent were male. A greater advance was shown among employers,
since there was a fall from 87 per cent of male presence in this section in 1987 to
77 per cent in 2004. Women have managed to make significant progress in this
most complicated field, but also one which makes the greatest contribution to
economic development.

3. The good news is that the proportion of employers has not ceased to grow
within the entrepreneurial group as a whole. In going from 16 per cent in 1987
to 33.5 per cent in 2004, the proportion has more than doubled. Employers
account for the cream of the Spanish entrepreneurial class. There has been a clear
qualitative gain.

4. The poor level of education of the Spanish working population is some-
thing which clearly belongs to the past. In contradiction to what is sometimes
stated in the world of journalism, there is no better proof of the progress made
recently in the Spanish education system than the fact that in 2004 fewer than
20 per cent of those in employment had no more than a basic level of training
(thus inverting the situation existing at the end of the Franco era, when that
percentage was 80 per cent). In the 1990s, the educational level of employers, as
measured, was below the one corresponding to the whole of the working popula-
tion, something unheard of before. In any case, we are talking, for 2004, of 21.5
per cent for employers and 19.4 per cent for those in work, that is, figures which
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are low and totally acceptable in both cases. For entreprencurs as a whole, the
figure rises to 28.1 per cent, a figure which is not at all alarming.

5. In the vertex of the educational pyramid it is amazing — knowing where we
started from — that in 2004 almost 31 per cent of those in work had completed
some form of university studies. Employers, who had always been distinguished
by their high level of training, had to yield top place in the carly years of the
twenty-first century, but in 2004 they recorded the highest figure in their his-
tory: 28.1 per 100 employers were graduates. Some way behind, with 23.7 per
cent, was the majority of the business class.

The EPA in a New Study from Bancaja

In the last years, Bancaja has supported a research programme to promote
entrepreneurship among young people. In this context, Bancaja published in
2008 a study entitled E/ capital humano y los emprendedores en Espasia, written
by Congregado et al., where the authors begin by warning that in Spain ‘many
people believe that higher education helps to create civil servants but not entre-
preneurs.®’ In addition, some scholars have proposed that the diplomas are only
‘signals’ to be recruited in the labour market, but they are not necessarily related
to higher productivity. Those who become self-employed do not need to show
a diploma and their education level would very likely be below the average, but
this does not mean less productivity.* The Bancaja study used a broad defini-
tion of entrepreneur, including self-employed, employers and salaried managers,
because for the authors the role of the entrepreneur is to create new firms but
also to manage them. In fact, the entrepreneur spends much more time manag-
ing firms than creating them:

The contribution of the entrepreneur to economic growth will not be correctly
assessed until his double function of creating and managing firms is recognized. In
this work the entreprencur is called ‘businessman’. The businessman is an entrepreneur
when his time and capabilities are devoted to creating new firms; the businessman is a
manager when his time and capabilities are devoted to managing them.

According to Congregado et al,, the literature on entrepreneurship has evolved
from the entrepreneur as the man of the knowledge spillover’ to the entrepreneur
as the man of the ‘knowledge filter) that is, from seeing the entrepreneur as respon-
sible for the diffusion of knowledge to seeing him as the person who determines the
relationship between the whole existing knowledge and the useful knowledge for
commercial purposes.” The contribution of the businessmen to economic growth
has to be related to some qualitative clement of their work that is impossible to
be replicated by the workers. The quality of the entrepreneurial factor is not easily
observable, but in Congregado et al. it is approximated by the average formal educa-
tion. The authors of the book support a Coasian view of entrepreneurship rather
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than a Schumpeterian view. The main managerial functions are coordination and
motivation of the workforce and it is very difficult to carry out these tasks without
the proper education. They also put the stress on quality when they admit that a
low number of entrepreneurs would not be a problem if this meant a higher quality
of entrepreneurship: more workers per entrepreneur. Increases in size are usually
associated with increases in average productivity.44

In the following lines we will try to summarize the main quantitative results
of Congregado et al. In 1977, about 84.4 per cent of the businessmen had basic
or primary studies. There were also 4.7 per cent of illiterates. Then, 9 of each
10 businessmen were below the compulsory level of education for young peo-
ple at that moment. Only 2 per cent boasted a university degree and less than
0.6 per cent had a diploma of higher professional education. For the rest, 4.6
per cent had completed the compulsory secondary level and 3.5 per cent had
received classes in post-compulsory studies. In 2006, the improvement in the
level of education of businessmen had been substantial, but as a collective they
remained below the average of the working population. The share of workers
with advanced studies was above that registered for businessmen: 13.1 per cent
against 9.8 per cent in graduates or doctors; 9.6 per cent against 5.9 per cent
in intermediate university degrees; 9.8 per cent against 7.4 per cent in higher
professional studies; and 23.7 per cent against 21.9 per cent in post-compulsory
studies. Differences were prominent in university studies, but moderate in the
rest. Between 1977 and 2006, all the groups of businessmen had improved their
education levels. The differences among them had been reduced but they were
still very important. Certainly, salaried managers were the most educated, well
ahead of the employers who, in their turn, showed a clear advantage over the
self-employed.®

The average per capita human capital of the Spanish businessmen in 2006 was
similar to the corresponding level for the EU-15 in 1996. The lag was more impor-
tant for the businessmen than for the whole working population. The relative lack
of human capital in Spain in the business world is a feature to keep in mind.* The
current average Spanish businessman had a stock of human capital (10.2 years of
education attendance) around 10 per cent below the stock of the working popula-
tion (11.3 years). However, in the last decades, that of businessmen has improved
constantly, with a cumulative increase of 138.8 per cent. This increase was greater
than that of the working population and has reduced by a half the distance between
the two categories in 1977 (in the mid-1980s the gap was 25 per cent). It is noticea-
ble that salaried managers had a high human capital (14.9 years), whereas employers
(10.5) and self-employed (9.1) were well behind. People with the responsibility for
launching and coordinating the work of others had a human capital above the aver-
age, in contrast with the self-employed who were located below the average, even
when these differences were narrowing in recent years.”
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Despite the improvement in education, the human capital of Spanish
businessmen in 2006 was less than that of their colleagues in neighbouring
countries: around 12 per cent less (1.4 years of learning) in comparison with
the EU-15 average. In fact, Spain was only above Greece, Italy and Portugal.
The improvement had been spread into the whole country. Nevertheless, the dis-
parities of the education levels among provinces and regional communities were
dominant. Madrid and north-east entreprencurs had always enjoyed a higher
stock of human capital per capita. It is remarkable that the total number of self-
employees, employers and salaried managers was about the same in the period
1977-2006. However there was an important fall in the number of self-employ-
ees that was compensated by the vigorous growth of the other two categories.
This is proof of the growing complexity of the business structure, with increases
in the size of firms and a growing professionalization of managers. The analysis
of the personal features of the businessmen reveals a certain degree of rejuvena-
tion, but on average the entreprencurs continue to be older than the workers.
Males were predominant in the business class, but the presence of women was
growing very fast among the employers and the salaried managers. We can add
that businessmen were readier than workers to be involved in migrations inside
the country and also that many immigrants were becoming Spanish business-

men, but their relevance at the moment was small.*®

Concluding Remarks

The first information about the education of Spanish entreprencurs came from a
report commissioned in 1960 by the EO], the first business school set up in Spain.
This report was focused in the entrepreneurs and managers of firms with more than
fifty workers and located in the most industrialized provinces. Its conclusions were
very optimistic (70 per cent of the businessmen enjoyed an education level above the
compulsory stage) but the sample was clearly biased towards the business elite. In
Madrid nearly 80 per cent had received a specific education, inverting the situation
at the end of the nineteenth century when only 11 per cent of the 209 outstanding
businessmen of the city claimed to be in possession of a diploma.”’ A first analysis
of the biographical dictionaries published by LID with detailed information on the
Spanish business elite reached conclusions less optimistic than the EOT’s survey: for
more than 55 per cent of 288 business leaders in contemporary history we do not
know their education level (presumably it was very low).”°

The first official data, coming from the EPA, related to 1964 and showed a
reality much less brilliant in relation with the whole class of the entreprencurs:
96.7 per cent of them had a low educational level (83.8 per cent in the case of the
employers). Between 1964 and 2004, the EPA data show an important improve-
ment in the education of the Spanish entrepreneurs, in a trend that resembles



182 The Determinants of Entrepreneurship

that for the whole Spanish population. The structural transformation of the
Spanish economy was accompanied by a clear improvement in education levels.
But contrary to some popular beliefs we have found that the more ambitious
entrepreneurs, those that create jobs and are not merely self-employed, have
always enjoyed an educational level well above the average for the whole work-
ing population. In the deficient training of the Spanish entrepreneurs as a whole
one of the influences had been the late implementation of business studies. Our
conclusion is clear: education improves the quality of entreprencurship.

Some surveys on the characteristics of Spanish entrepreneurs in recent times
show a polarization: about 40 per cent with primary studies and about 40 per
cent with university studies.’' The methodology of these surveys has been una-
ble to separate entrepreneurs from managers and this can explain the divergence
with our results. On the contrary, Congregado et al. based their research on the
EPA data (since 1977) and their figures and conclusions are similar to ours: edu-
cation adds quality to entreprencurship. This study is also interesting because
it sheds light on regional variations®* and on the backwardness in education of
Spanish businessmen: the average per capita human capital of Spanish business-
men in 2006 was similar to the corresponding level for the EU-15 in 1996.
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