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Postract: Usi ng survey data covering Ruerto R co's nanufact uri ng sector, this study
devel ops a descriptive profile of the Fuerto Rcan entrepreneur. It then adopts
several statistical techniques to explore the rel ati onshi ps between successf ul
entrepreneurs, their personal traits, and the characteristics of thei r conpani es.

l. I ntroduction
Theinportance of entrepreneurial ability asafactor of productionis
anpl y recogni zed i n econom ¢ devel opnent literature.! As Pal ner (1971) points

out, back as far as the 18th century there was recognition of thero e of the

*. Industrial Economist, Qfice of Econonmic Research, Economic Devel opnent
Administration, Cormormealth of Ruerto Rco and Rofessor, Departnent of Econonics,
Lhi versity of Ruerto R co, Rio A edras Ganpus respectivel y. The aut hors w sh to recogni ze
the valuable aid and advice of Rofessor Agustin Ayuso of the Faculty of Business
Adniini strationof the Lhiversity of PuertoR co, RioH edras. They al so w sh t o acknow edge
the ai d and support of the Econonic Devel opnent Adnini st rati on and t wo anonynous r ef erees
for their hel pful conments; the usual caveats apply.

1 Mbst econoniics t ext books nention entrepreneurial ability as the fourth factor of
production. For recognitionof itscritical rolein econonic devel opnent, see Lew s (1955).
For its declining significance in econonic devel opnent |iterature, see Leff (1979). For a
contrariant viewof the "folklore" of entrepreneurial functions and distincti veness, see
B-ockhaus (1987).



entrepreneur, and in the 20th century Joseph Schunpeter (1934) placed the

entrepreneur at the very core of hi s busi ness cycl e cumecononic devel opnent

theory. Innwost parts of the devel opi ng worl d subsequent to Vidrld Ver |1 the

gover nnent assuned an ent repreneuri al function, but experi ence accunul at ed

over the past several decades has led to a shift away frompublic sector

producti ve activities toward greater enphasis onthe private sector's rol e.

Qearly the private sector entrepreneur represents the key to naking the

narket work nore efficiently.

Toalargeextent RuertoRcofollowedthis sane patterninits drive

t owar d econoni ¢ devel opnent, addi ngtoit anexternal capital i nport strategy

stinul ated via a programof tax i ncentives. I nce the |l ate 1940s external

capital flowed in to create the foundation for Fuerto Rcan economc

devel opnent. |t is often overl ooked that Ruerto R can devel opnent strat egy

was one of export-led devel opnent, preceding the nore recent successful

experi ences of sout heast Asia.
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It mght be argued that a nation's economc devel opnent is not at all

dependent onthe growth of local entrepreneurial talent, especially inview

of the gl obal i zati on phenonenom see, for exanpl e, the works of Rei ch (1991)

and Onahe (1991). OQtencitedisthe case of S ngapore, where nul tinati onal s

have played the leading role in generating high economc groath rates.

Neverthel ess, therol eof external i nvestnent andthemil ti nati onal s has been

far nore significant in the Ruerto Rcan context where, over the 1972-83

period, net long- termcapital infl ows as a percentage of gross fi xed donesti c

investnent anounted to 92%. For this sane interval the correspondi ng

per cent ages for S ngapore, Sout h Korea, and Tai wan were si gni ficantly | over

at 31%, 14% and 8% respectively, in part because gross donestic savi ngs

rates are higher in these countries than in Ruerto Rco (Sewart, 1987).

Mbreover, it isnot nere coincidencethat inthel ate 1980's S ngapor e adopt ed

agoal that half of total investnent in nanufacturing should be in |ocal

firns (Lockwood, 1988). Relianceonexternal capital, al thoughsi gnificantly
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contri buting t o econonic devel opnent, does have i ts drawbacks, one aspect of

whi ch has been t he grow ng gap bet ween gross donest i ¢ product (GP) and gross

national product (G\P).? For thi s reason al one Ruerto R co shoul d | ook t oward

itsentrepreneurial classtostinulate higher | evel s of donesti c savi ngs and

i nvest nent .

Qver the past four decades anati ve Ruerto R canentrepreneuri al cl ass

has renai ned rel ativel y underdevel oped. (Gochran's (1959) study of Ruerto

R canentrepreneurs across al | econonmic sectors found a mnd-set anong Ruerto

R can busi nessnen i ni mcal toentrepreneurial devel opnent. Astudy f ocusi ng

2 Inthe 1950s this gap was mininal , but it has grown by | eaps and bounds during t he
past 20 years. Between the years 1988 to 1993 the absol ute dollar anount of the gap
averaged $9.3 billion, or sone 42% of G\P.
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onl'y on nanuf act uring carried out two decades |ater (G app and Miyne,1978)

concl uded that one of the nost inportant |imtingfactorstolocal business

developnent was the lack of financing. A recent socio-palitical

interpretation (Gnzalez Diaz:1991) of the lack of a dynamic donestic

entrepreneurial class (inall sectors) attributesits | owdevel opnental | evel

to the fact that it has channeled its energies toward activities

conpl enentary or subordinate to forei gn conpanies, concluding that while

theredoexi st Fuerto R can entrepreneurs t here does not exi st a Fuerto R can

entrepreneurial cl ass.

This paper has a dual purpose: the devel opnent of a profile of the

Ruerto R canentrepreneur i nthe nanuf act uri ng sector andtheidentification

of possibl estatistical rel ationshi ps bet ween successful ent repreneurs (and

their conpani es), their personal traits, and the characteristics of ther

conpani es. The nanuf act uri ng sector has been chosen given its present day

inportance in the Fuerto Rcan econony. |t generates two-fifths of gross
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donestic product and the vast najority of exports, which by thensel ves

constitute approxi natel y ni ne-tenths of gross national product.

1. Mthodol ogy

Astruct ured questi onnaire (see Appendi x) was nailedto astratified

(by enpl oynent | evel s i n durabl e and non-durabl e branches of nanuf act uri ng)

randomsanpl e t aken froma uni verse of 904 (in 1990) donestic owers (i.e,

Ruerto Rco-born and/or long-tine residents of Fuerto Rco) of |ocal

nanuf acturing enterprises. It was sent to 135 conpany owers, wth 104

conpl et ed questi onnai res recei ved after nunerous fol | owups, including 23

personal visits.

Infornation was gathered regarding the personal traits of each

owner /entrepreneur: sex, age, national origin, level of fornal schoding of

bot h t he person and hi s/her parents, parental occupati onal category, age at

tine of entering the business, narital status, notivation in beginning the
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business, initial assets, technical knowedge, and capital sources,

governnental assi stance recei ved, perceptions of place in society, and

personal satisfaction levels. Data were also generated on enterprise

characteristics: length of tineinbusiness, enpl oynent | evel s, sal es vol une,

input and narket sources, technology used, narket strategy relating to

adverti si ng, and probl ens nost conmonl y confronted. Inthe cases of mul tiple

choi ce questi ons, each al ternati ve was taken as a di chot onous variabl g i .e,,

it vasgivenaval ueof zeroif not chosenandof oneif sel ected. Chi-square,

di scri mnant anal ysi s, and nul ti pl e regressi on t echni ques were subsequent | y

appl i ed (see Sction V).

I1l. APRodfileof the Ruerto Rcan Entrepreneur and the Enterpri se

A Rersonal Characteristics

Theterm"Ruerto R can owner curentrepreneur” is definedinthi s study

wth certain flexibility. Three out of ten of the sanpl ed persons were
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actual ly born outside Rierto Rco. G this 30%, alnest hal f were fromthe

Lhited Sates and another 29% were fromQiba. These "non-nati ves" were

neverthel ess classified as Ruerto R can entrepreneurs given that they had

denonstrated a | ong-termconmit nent to Ruerto R co.

The large n@jority (96% ) arenale. This contrasts distinctly wth

enpl oynent by sex wthin the nanufacturing sector, wiich in the sane tine

period (1990) was 53% nale. Sone 82% fell inthe 35 to 64 age category,

vwhi chagai noffers acontrast wththe age bracket of nanuf act uri ng enpl oyees

overall, where 57% appeared. Thisis not surprising, for it clearly takes a

greater accumul ation of skills and experience to nove froma salaried

posi tionto one of ownershi p and own-capital risk-taking.

Two-thirds had university degrees, wth sone having a MA o Fh.D

Another one-fifth were high school graduates. A least oneof their parents

had al so achi eved a uni versity degreein 27% of the cases, evidencethat the

sons far surpassedthe parentsinfornal educationattai ned Gventhat only
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43% of the Ruerto Rcan | abor force had attai ned 13 or nore years of fornal

education (high school plus at |east one year of hi gher education) versus

76% for the sanple, it is evident that fornal educational levels are

correl ated wth bel ng an owner /ent repreneur.

Rior accunul ated experience was inportant to having entered

nanuf act uri ng operations, in that 83% had been i n sone nanner previously

linkedtotheareainwhichthey are presently found. Wiile 22% had al ways

beeninthei r present nanuf act uri ng branch, the renai ni ng 61% had previ ousl y

been sal ari ed enpl oyees (admni strat ors, nanagers, sal esnen) i nthat branch.

Interestingly, sone 84% of their parents had worked i n occupati ons that had

requi red sone neasure of entrepreneurial skills: 25% asindustriaists, 20%

as i ndependent sal espersons, 14% as farmowners, 13% as nanagers, and 12% as

sel f-enpl oyed or sal aried professional s. 1 nasense, then, thereis a "quasi -

genetic" inter-generational associ ation.
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Sone t wo-fi fths had begun t hei r busi ness acti vi ti es bet ween t he ages of

251034, wthanother 30% havinginitiated owershi p operati ons betweenthe

ages of 35-44. VMil e havi ng accumil ated a certai n anount of work experi ence

and capital is inportant to the entrepreneurial function, that 40% had

ventured i nto nanufacturing before reaching 35 appears to place greater

enphasi s on certai n personal characteristics (e.g., risk-taking) as opposedto

| ong-t ermexperi ence.

The principal reasons for having established their own busi ness are

quitevaried: 27% citedthe desirefor personal i ndependence, 13% that their

father /fanmily had been in the sane | i ne of business, 12% that they applied

experi ence fromprevi ous j obs, another 12% the wshto suppl y goods that vere

not nanufacturedlocally, and 11% toprovidefor abetter retirenent. Rerhaps

sonevhat curiously, a nere 8% cited the desire for greater remunerati on.

Taken at face val ue, this study is dealingwth a group of persons noti vat ed

by adistinctly nixed set of criteria.
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Wth respect to the principal initial capital source to initiate

busi ness activities, it toois varied: personal savings (41%), conmerci al

banks (30%), Ruert o R can devel opnent banks (15%). Gventhat under nornal

ci rcunst ances personal savi ngs represent afairlylinmtedcapital sourceand

that the conmercial banking system does not usually nake |ong-term

devel opnent | oans, it can be concl uded that nost of this entrepreneurial

sanpl e began oper at i ons on a nedest scal e (as far as nanufact uri ngactivities

are concer ned).

Despitelimtedaccess topublicsector devel opnent | enders, thel arge

najority (83%) did recei ve sone type of governnent benefit: tax exenption

(37%), speci al governnent -provi ded i ncenti ves such as qual ity control and

techni cal assistance (41%), and buildings rented fromthe governnent's

I ndustrial Devel opnent Gonpany (18% ).

WHen queried as to the causes of the scarcity of Ruerto Rcan

entrepreneurs, the responses were miltiple the governnent gives greater

11
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priority to hel ping non-Ruerto Rcan entrepreneurs than to Ruerto R cans

(19%), Ruerto R cans are too conservative (16%), | ack of capital (16%), | ack

of incentives due to a social welfare systemvhichinhibits the growh of

entrepreneurial ability (14%), and external conpetition (13%).

B Ent erpri se Characteri stics

Q the sanpl e conpani es 82% were organi zed as corporations, 14% as

i ndi vidual propietorships, and 4% as partnerships. 72% hadbeeninitially

founded by the owner i ndividual |y or i npartnership. 44% had been operating

| ess than 10 years, 31% from10 to 19 years, and the renai ni ng 25% had been

i nbusi ness for 20 or nore years. Querall, thisisnot ind cative of adeep-

rooted and | ong-termentrepreneuri al cl ass.

By bi gger country standards, the enpl oynent and sal es vol une fi gures

corresponding to these firns do not appear to be large. Neverthel ess, by

Ruerto R can standards they are substantial. As of the survey date 26% of

t he conpani es enpl oyed 10 or | ess persons, 33% had enpl oynent | evel s bet ween
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11 and 49, 20% between 50 and 99, and 21% had over 100 enpl oyees. Interns

of the dollar value of sales vo une, whereas 36% had annual sal es vol une

under $500,000, 14% noved f rom$500,000 t 0 $1,000,000, 26% fromone nil |i on

tofivenllion andthe renaining 24% grossed over fivenmllion. Wilethe

enpl oynent and unadjusted (for inflation) sales volune growth that has

occurred in the large najority of instances since inception is not

necessarily avalidindi cator of recent busi ness success and dynamismit can

be stated that, on the whal e, the sanpl e conpri ses a vi abl e ent repreneuri al

base. By definition of course, those that had fallen by the wayside inthe

past are not includedin the sanpl e.

Mst of the firns have a donestic narket orientation. VMile al nost

half of the firns do carry out sone export activities, their pr/nc pal

clientele are: local whol esal ers (19%), indi vidual consuners (16%), | oca

retailers (15%), governnental agencies (15%), other local factories (10%),

andexternal | y-owned firns locatedin Ruerto Rco (8%). Inother words, 83%

13



14 The Ruerto R can Enterpreneur: Rersonal and Gonpany Gharact eri stics

of thefirnsrely principally onthe donestic narket, wiileanere 17% find

their principal narkets outsidetheisland. G this17%, al export tothe

Lhited Sates or the Gari bbean, and the exported output is | ess than 10% of

thetotal for thenajority. Neverthel ess, one-fourth of these exportingfirns

do export over 75% of their output, whi ch brings out asignificant di chotony

bet ween t hose fewfi rns whi ch overvhel mingly rel y on export narkets versus

thelarge n@jority which either donot export at all or export very little.

In general, these data point toward a very poor export perfornance for an

econony whi ch depends tosuch al arge extent on export narkets. Thisinplies

at least twothings: | ocal entrepreneurs do not knowhowt o export, and there

mght potentially be large scope for expansion by learning howto do so.

Apropos this statenent, over hal f the sanpl e expressed interest incarrying

out future export activities.

The principal difficulties encountered nay be grouped under access to

capital and high operational costs (28%), personnel problens such as
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absent eei smand t urn-over (28% ), and narketing/external product conpetition

(21%).

IV. TheSatistical Results

WMil e the descriptiveresul ts sunmarizedin Sectionlll dothrowsone

light onthe behavior of the Ruerto Rcanentrepreneur, inorder togather a

better understanding of such behavior several exercises using different

statistical techniques wll beappliedinthis section.

A Ghi -Square Tests

As aninitial approach to data anal ysi s, the chi-square "goodness of

fit" test isapplied This invad ves the sinpl e conpari son of expected and

observed frequencies to determine if the discrepancy is or is not greater

than mght be expected to occur by chance.

Tabl e 1 denonstrates that fi rmenpl oynent | evel s, the nunber of years

t he busi ness has been operatingwththeinterviewed personasits ower, the

15
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stratum (durabl es versus non-durabl es) to which the conpany bel ongs, the
nagni tude of export activities, the entrepreneur's national origin (Ruerto
R can nati ve-born versus non-native born but | ong-termresident of Ruerto
Rco), and the nunber of years of fornal studies are all (statisticaly)

significantly linkedtothe level of gross sal es.
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TAELE1

Chi -Sguare Val ues for G oss-Tabul ati ons Bet ween
Goss Sl es and Sl ected Vari abl es

Vari abl es Ghi -Syuare P-\al ue?

Enpl oynent Level 159.6 0.0000#*
Years in (peration 86.0 0.0000% *
Sratum 69.7 0.0000% *
Export Activities 24.2 0.0015%%
Entrepreneur's National Qigin 14.7 0.0401+

Years of School i ng 33.6 0.0424+

* Sgnificant at 5% level.

** Sgnificant at 1% level .
a DCenotes the probability that the chi-square value is greater than

the observed value, inplying the strength of statistical

i ndependence; i.e, the lower the value, the less the dependence

bet ween vari abl es.
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That enpl oynent | evel s and years of operationare strongl y associ at ed

wthsalesisnot at all surprising. Thisissinplyacomonsenseresult. G

greater interest i sthebreakout derivedfromeross-tabulationsonthelatter

three vari abl es:

1. nly 32% of the non-exportersinconparisonto73y% of exporters

had sales | evel s over one mlliondd | ars;

2. 43% of native-born Fuerto R can entrepreneurs versus 68% of

non-nat i ve born were associ ated wth conpani es that had sal es

over one mllionddlars;

3. 17% of nanufacturers wth less than a university degree in

contrast to 83% of those wth one generated sal es over one

mllionddlars.

FromTabl e 2 i t can be observed whi ch vari abl es are cl osel y associ at ed

wththe extent of export activities.
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TAELE 2

Chi -Sguare Val ues for G oss-Tabul ati ons Bet ween

Export Activities and Sel ected Vari abl es

Vari abl es Ghi -Syuare P-\al ue?
Enpl oynent Level 31.2 0.0001**
I nports fromUS 15.9 0.0002**
Sratum 20.2 0.0004 % *
Years of School i ng 18.1 0.0007 **
| nport Level s 19.2 00011
Entrepreneur's National Qigin 8.1 0.0047
Local Rurchases 7.3 0.0072**

»» Jgnificant at 1% level.

a DCenotes the probabi ity that the chi -square val uei s greater thanthe observed val ue,

inplyingthestrengthof statistical i ndependence; i.e., thel ower theval ue, thel ess

t he dependence bet ween vari abl es.

Inthis case sone of the sane variabl es (enpl oynent |evel s, stratum

years of schooling, and entrepreneur’'s national origin) that cropped up in

Tabl e 1 reappear, but newones also enter (level of inports fromthe US,

19
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overall inport levels, and the nagnitude of local purchases of inputs).

Additional infornation garnered fromcross-tabul ations reveal s that:

1. 76% of the non-exporters and 36% of the exporters had

enpl oynent | evel s of I ess than 50 personsintheir factories;

2. 65% of the non-native born entrepreneurs versus 34% of the

native born carried out export activities;

3. 89% of the exporters against 58% of non-exporters bought at

least half of their nanufacturing inputs fromabroad, as a

corol | ary, 38% of the exporters versus 64% of non-exporters

nade part of their input purchases fromdonestic sources.

Insumthisinitial statistica approachyieldscertaninsightsasto

those el enents whi chareinportant toentrepreneurial success (as neasured by

sal es | evel s): focusi ngon external narkets, | earni ng howt o export, acqui ring

a sol i d academic base, and accumul at i ng experi ence i n runni ng t he busi ness.

With respect to national origin and despite the statistical dependence
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between this variabl e and other characteristics, wth one exception (the

hi gher educational level attained by the parents of the non-native born)

there appear tobe notruly fundanental differences between nati ve born and

non-nat i ve born ent repreneurs:

1. Thereis nostatistical dependence betweenthe nunier of years

the entrepreneur had been active in his busi ness and nati onal

orign

2. Thereisnostatisticallysignificant differencebetweenthetwo

groups as to years of fornal schooling attai ned;

3. S nglingout the non-native born group, thereis nostatistical

dependence bet ween sal es | evel s and years of school i ng, export

activities, and the nunbber of years the business had been

operating.

B D scrimnant Anal ysi s
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The national origin conparisonis further pursuedinthis subsection

viathe use of discrimnant anal ysis, wii ch pernits the study of differences

bet ween groups wth respect to several variabl es simitaneously.> A this

juncture this statistical technique is applied to determine if years of

schoal i ng, the nuniber of years in business, gross sal es | evel s, and export

activities can be used to assi gn the sanpl e observati ons to entrepreneurs

grouped onthe basi s of national origin; i.e, native bornPuertoR cans versus

non-nat i ve born | ong-termresi dents of Ruerto R co.

3 The canoni cal discrimnant function, a linear conbi nation of the discrininating
variables that are forned to satisfy certai n conditions, takes the fol | owng general i zed
nat henat i cal form

fkm= Uo+ ulem"' uz)gkm"' .t upX)km

vhere fm= the val ue (score) on t he canoni cal
di scrimnant functionfor case min
group k;

Xim = the val ue on di scrimnating variabl e
X for case min group k;

u = coefficients which produce the desired
characteristics inthe function.
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Theresults of thisexercisearepickedupinTable 3. Fromthe first

function (Part A vhichincludes all four above-nentioned variables, it is

seenthat theincorporated variabl es are not statistically significant;i.e,

t he observati ons cannot be assigned on the basis of national origin. Note

that 37% of themareincorrectly assigned

FromPart Bit can be noted that € imnation of tw of the variabl es

(schodl i ng and experi ence) does produce | evel s of statistical significance

attached to the two renaining variables, sales and export levels. This

inplies that what does sonewhat explain the differences between the two

entrepreneurial groups arethese latter two vari abl es. Thus, once agai nthe

need to export (andtolearntoexport) stands out as the cruci al i ngredi ent

inentrepreneurial success in Ruierto R co.

23
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TAHE 3

Dscrimnant Anal ysis: Native Born \Versus Non-Nati ve Born Ent repreneurs

A School i ng, Years, Sl es, and Export Function

Qefficient S andard
Vari abl es \al ue Eror
Years of School i ng 0.067 0.268
Years i n Busi ness 0.176 0.189
G oss 3 es Level 0.230 0.160
Export Activities 0.860 0.563

F- Value = 3.28
36.5% of observations incorrectly classified.

B Sl es and Export Function

Qefficient Sandard
Vari abl es \al ue Bror
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G oss Sl es Level 0.277% 0.148

Export Activities 0.925% 0.526

F-\alue-=6.19
35.6% of observations incorrectly classified.
*» Sgnificant at 10% level.
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C Regressi on Anal ysi s

Tothisjuncturebothchi-squaretests and di scrinnnant anal ysis of fer

viabl e evidence as to the factors which are inportant to entrepreneuri al

success in Ruerto Rcos nanufacturing sector. To obtain an even better

under st andi ng of thesefactors, the focus nowswtchestothe use of miltiple

regressi on t echni ques.

Theregressionresults reportedin Tabl e 4 i ncl ude the entire sanpl e,

and take gross sales levels as the dependent variable. As nay be readily

observed, fornal education, years of experi ence, and export activities energe

as direct and statistically significant determnants of sales. Qearly,

schooling, learning to export, and dedication to the job are inportant

eenentsintheentrepreneurial function. Inother words, therearegeneral ly

no shortcuts to success ot her than hard-nose preparati on and work. That the

adj usted determinati on coefficient reaches a value of 32.01 is certainly
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acceptabl e, given the inclusion in the nodel of both quantitative and

qual itati ve vari abl es.

TAELE 4

Factors Associ ated wth Goss SAl es Level s

Expl anat ory Partial Satad
Vari abl es Regressi on Qeffi ci ent Bror

Qonst ant 1.465 0.823
Entrepreneur's National Qigin -0.485 0.341
Years of School i ng 0.345% 0.166

Years i n Busi ness 0.407 ** 0.1

Export Activities 1.071% 0.345

* Sgnificant at 5% |evel. adi. R =32.01

** Sgnificant at 1% level. F-\Value-=13.12
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Q noteis that, for the entire sanple, the national origin of the

entrepreneur (Ruerto Rcan born versus foreign born) does not energe as

significant. Subsequent!y, the regressions foundinParts Aand Bof Table 5

were run. In Part Athe sane i ndependent variables used in the Table 4

regressi on were i ncl uded, but inthis case the subsanpl e i ncorporated only

Ruerto Rcan born entrepreneurs. The results are very simlar to those

reportedinTable 4, wththe "expl ai ned" variationsingross sales slightly

risingto36%. Ohtheother hand inreference to Part Bof Table 5, not a

singl e one of the i ndependent vari abl es denonst rat ed any expl anat ory pover in

the case of the non-native born entrepreneurs. This appearstobeduetothe

inportance that export activities play in explaining sales levels. The

forei gnborn entrepreneurial group contai ns a hi gh proporti on of exporters.

nsequent |y, the export variabl e | ases significance in a group were two-

thirds do a significant anount of exporting. In other words, the narked
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di fferences i n gross sal es bet ween Ruert o R can born and f orei gn born have a

great deal to dowth access to export narkets.

TAEBE5

Factors Associ ated wth Goss Sl es:
Ruerto R can \ersus Non-Fuerto R can Entrepreneurs

A Ruerto R can Entrepreneurs

Expl anat ory Partial Satad
Vari abl es Regressi on Qeffi ci ent Bror
Qonst ant 0.584 0.703
Years of School i ng 0.593%x 0.199
Years i n Busi ness 0.429%* 0.128
Export Activities 1.212%* 0.414
»» Sgnificant at 1% level. ad. R = 36.45 F-\Value = 14.77
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TAHE 5 (Gonti nued)

Factors Associ ated wth Goss Sl es:
Ruerto R can \ersus Non-Fuerto R can Entrepreneurs

B Non-Fuert o R can Entrepreneurs
Expl anat ory Partial Satad
Vari abl es Regressi on Qeffi ci ent Bror
(onst ant 4.225 1.274
Years of School i ng -0.247 0.285
Years i n Busi ness 0.267 0.244
Export Activities 0.764 0.591
adj. R =136 F-\Value = 1.14
V. Refl ections and Policy Inplications

That three out of ten of the entrepreneurs in the sanpl e supporting

thi s study had non-Ruerto R can ori gi ns supports t he hypot hesi s regardi ngthe

rel ativedearthof anative RuertoR canentrepreneurial "tal ent bank”. Vien



The Ruerto R can Enterpreneur: Rersonal and Gonpany Charact eri sti cs

thisistakeninconjunctionwththe historical preponderance of external

capi tal as afinanci ngsourcefor i nvestnent i nthe nanuf acturi ng sector, the

need t o sonehowst i nul at e a donesti c entrepreneuri al ¢l ass becones apparent .

Q course, suchaneedis easily renarked upon, but what can be "done about

it" (if anything) is afar nore difficult proposition. For starters, are

entrepreneurs born or nade? Gan an entrepreneur be nurtured wthin the

context of sone policy mx? Thisis sinplyavariationonthe genes versus

environnent issue. For the future of Ruerto Rco this is not nerely an

acadenic question, and the recent (1993) changes i n Section 936 | egisl ation

enphasi ze the critical inportance of generating nore capital donestically.

Inthis regard, thereis sone reason for optimism Accordingto data

fromthe Econonmic Devel opnent Adnini stration (Fonento), in 1965 the 1625

| ocal | y-owned nanuf act uri ng est abl i shnents generat ed sone 40,000 j obs, or

36% of total nanufacturing enpl oynent. By 1985 thel ocal sharehadfallento

25.8% of total generated enpl oynent, but by 1992 it hadincreasedto 28.7%.
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Inthislatter year | ocal | y-owned nanuf act urers operat ed over 1200 fact ori es

and enpl oyed al nost 44,000 persons. Not surprisingly, it was inthe |ight

nanuf act uri ng branches (e.g., food, cl othing) that the bul k of thi s enpl oynent

i s found However, thesefigures donot distinguishthenational originof the

"local " owner other than to state that he/she is a long-termresi dent of

Ruerto R co.

It is evident fromthe preceding anal ysis that thefolowngfactors

are related to entrepreneurial success: fornal education, discipline,

naturity, stability, self-esteem the need for i ndependence, being a sel f-

starter, access to capital, and experience in exporti ng cumknow edge of

export narkets. Wat, if anything, can be done as a paolicy neasure to nol d

personal characteristicsis anunknown. Viere (public) policy nay beableto

play ardeis in the provision of access to capital and in increasing

know edge of "howto export™. Thisis consistent wthwhat i s al ready known
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regarding the positive and direct links between international trade, the

spread of technol ogi cal change, and econonic devel opnent .

There /s arode for public paicy inthis equation. The recently

establ i shed (1992) Econonic Devel opnent Adnini strati on's FOMPXRRT program

I's givingtechnical assistancetosnaller exporters. Fomthe present study

it can be concl uded that such a programmight be expanded---after a careful

cost-benefit analysis; the last thing needed is the expansion of a

governnental programthat only generates benefits for nore bureaucrats. A

one-stop agency for exporters, which conbines all Ruerto Rcan and US

entitiesinvol vedinexport activities, shoul dbeestablished Thetwo Riuerto

R can gover nnent devel opnent banks might devel op heftier 1oan portfoiosto

the nanufacturing export sector wthout generating explicit or inplicit

subsi dies; i .e., | oan anal ysi s shoul dbe carried out onsolidcommercia terns.

Mreover, that 89% of exporters and 58% of non-exporters bought t he bul k of

theirinputs external ly l eads tothe concl usionthat | endi ng pol i ci es shoul d
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pay nore attenti onto beefing up backward | i nkages. It might evenbewseto

take another 1ook at al ong-standi ng proposal toestablishinPRierto Rco a

Center for Entrepreneurial Devel opnent.* Given the correct sel ection of

hunan resour ces bei ng funnel edintosuchaprogramit just night be possi bl e

toprovidethe nargi nal boost neededto "create” a Fuert o R can entrepreneur.

Thisis not as far-fetched a proposal as might appear at first g ance for

exanpl e, as HUll et al (1980) have found, it isfeasibleto designtests via

vwiich it nay be possible to identify individuals on the basis of ther

"entrepreneurial potential .

Fnally, the nunerous strategic policy neasures, especially those

linked to tax/venture capital incentives, proposed (in 1994) by the Ruerto

4 See Areses y Asoci ados (1988).
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R can governnent inanattenpt toreori ent econonc devel opnent strategy, i s

certainly astepintheright direction®

5 See (nsej 0 de Product i vi dad Econsnica (1994).
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Quest i onnai re used i n the Survey
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