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“The problem with the French is that they don’t have a word for entrepreneur.”

President George W. Bush to Prime Minister Tony Blair, circa 2009 (apocryphal)

The narrative of entrepreneurship

There is broad agreement to classify innovations as either incremental (continuous) or
radical (discontinuous) by determining the degree of change associated with the novel
organisational process, product or service (Ettlie, Bridges, and O’Keefe 1984). The process of
incremental innovation relates to product improvements, upgrades, and line extensions,
mainly reinforcing the existing capabilities of the organisation (Veryzer 1998; Ettlie, Bridges,
and O’Keefe 1984). In contrast, radical innovations are developments that relate to
fundamental changes in the activities of an organisation, industry or society and represent
clear departures from existing practices (Batiz-Lazo and Woldesenbet 2006; Veryzer 1998).
Since the mid-1990s, research of radical innovations has been increasingly explored using the

terminology of “disruptive innovations” (Kilkki et al. 2018).

The term “disruptive innovation” or “disruptive technology” roots to the seminal work
by Joseph A. Schumpeter (1883-1960). As noted by McGraw (2007), amongst others,
Schumpeter’s appointment to Harvard in 1932 opened an avenue for Austrian ideas on
disequilibrium and business cycles into mainstream economic thought (which had, and to
some extent continues to be, dominated by Marshallian ideas of market equilibrium).

Schumpeter went further and became one of the first scholars to systematically explore and

1 Comments and suggestions from Niall MacKenzie (Glasgow) are gratefully acknowledged. The usual caveats
apply.



debate the role of new technology-based firms in causing economic growth and

development.

In 1942 the concept of “creative destruction” was formalised as a process “that
incessantly revolutionizes the economic structure from within, incessantly destroying the old
one, incessantly creating a new one” (Schumpeter 1942, 83). Schumpeter’s ideas on creative
destruction argued that innovation causes market dislocations. This allows for the rise of new
firms and the corresponding decline of the large incumbent firms whose leadership positions

they assume (Spencer and Kirchhoff 2006).

The role of the entrepreneur was to disturb the equilibrium. However, Schumpeter
initially resisted the possibility that the Unternehmergeist, German for "entrepreneur-spirit",
could reside in large bureaucracies (e.g. Samuelson 2009, 71). Instead it was the remit of
individuals or small firms (Schumpeter 1911). This was counterintuitive given that new
technology is only possible if there is access to appropriate level of capital or alternatively,
credit and financing (Gaffard 2008). The location of entrepreneurial spirit was also questioned
by the growing importance of big, diversified, multinational firms as means to explain the rise
of US economic hegemony in the early 20" century (Chandler 1990; 1977). Later on,
Schumpeter would accommodate both small (called Schumpeter Mark ) and large firms
(called Schumpeter Mark 1l) while the idea of entrepreneurial spirit and its link to “creative
destruction” as the engine for economic growth since the Industrial Revolution became
pervasive. The narrative of the entrepreneur as an individual or organisation who is the hero
of Capitalism was thus born and as discussed in the next section, this narrative has been fully
embraced by contributors to this edited book. However, readers will also find evidence within
these contributions as to how the discussion on entrepreneurship is moving away from

individual actors and into understanding the “entrepreneurial spirit” as a process.

The business history of Mexican entrepreneurship ploughs on

Research into the business history of Latin America dates to decades following the end
of the Second World War. Baughman (1965) and Lauterbach (1965) are the earliest
compendia. Since then the field has grown in strength and breath of topics as noted by a

number of reviews and edited books (Miller and Davila 1999; e.g. Ddvila 2013; Fernandez



Pérez and Lluch 2015). But these contributions should not to be taken as a signal that business
history in Latin America is particularly vibrant outside of a small number of countries (Batiz-
Lazo 2015). As noted in these contribution as well as in the introduction to this edited book,
the role of entrepreneurs and entrepreneurship in the economic development of Latin
America has always been something of a black box for scholars to understand, perhaps in part
because many of the most successful business enterprises there have been in family hands

and largely closed to public scrutiny.

Yet as the contributions to this edited book bear witness, there is somewhat of a rich
scholarship and consistent interest to better understand entrepreneurs and
entrepreneurship in Latin America including Mexico. This literature is vast and includes
notable contributions such as the seminal studies by Jiirgen Buchenau (2004) or Mario Cerutti
(Marichal and Cerutti 1997; Cerutti and Valdaliso 2004; Cerutti 2009). Allegedly, the business
scene is dominated by closely held family business groups (Garrido 1998; Cerutti 2006;
Codero and Santin 1986; Salas Porras 2002; Sargent 2001), which rarely allow access to their
corporate archives, or else by a myriad of small businesses, which rarely keep any
documentation. Yet these have not been in the way for the publication of notable and
insightful biographies (Fernandez and Paxman 2000; Paxman 2017; Recio Cavazos 2016),
exploring the entrepreneurial in the political space (Purcell and Kaufman Purcell 1977; Camp
1989) or documenting the importance of specific professions such as lawyers to support

entrepreneurial endeavour (Recio Cavazos 2017; 2004) .

In it is in the context of that scholarship that the contributions to this edited book
explore the coevolution of business enterprises, entrepreneurs and entrepreneurial activity
with a much better researched institutional, economic, and social context. As one would
expect by the title of this edited book, the cloud map in Figure E.1 suggest that the
entrepreneurial spirit and its links to economic development in Mexico rather than individual

business actors has been the main theme of the contributions to this edited book.
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Figure E.1 — A Cloud Map of Entrepreneurship in Mexico

Source: Author own estimates

Figure E.1 further suggests themes in this book dwell around product development.
For instance, the case of how the sea urchin became an export commodity (Lopez Torres and
colleagues in chapter 6). But more interestingly, how entrepreneurship takes place outside of
large urban centres (Riojas and Basurto in chapter 7) and specifically in a rural setting (de
Gortari and colleagues in chapter 5). By documenting different aspects of the production
processes, industries and process of industrialization, cultures and regions, innovations and
technologies, policies and markets, contributions to this edited book offer a mosaic of
business histories that enable to distinguish distinctive and shared commonalities with similar

processes in other developing countries.

Seldom does Mexican entrepreneurship or indeed Mexican capitalism think of itself
to be distinctive or exceptional (e.g. Bizberg and Théret 2012). However, like many emerging
markets Mexican business and entrepreneurs also had to navigate great turbulence. As noted
by de la Cerda (2007) only a handful of large enterprises see continuity between 1970 and
2000, showing how during that period the Mexican entrepreneurial elite was effectively
decimated. Contributions to this edited book provide rich case studies to see this process of
from the ground up through stories of success (Lopez Torres and colleagues in chapter 6) and

industrial demise (Alvarez-Castafién in chapter 8).

A second distinctive feature of Mexican entrepreneurial business history has been the
role of foreign-owned business. For most of the twentieth century Mexico has been a net

recipient of foreign direct investment (Jones 2005, 256). At times nationalistic policies



(including the sequestration of asset) and economic instability made Mexico an unattractive
place for foreign firms. Yet the role of foreign business was quite important and more so
following more economic stability and liberalization over recent decades (Batiz-Lazo 2013).
Perhaps contributions to this edited book or future research could shed more light as to the
extent to which foreign firms actually increased opportunities for technological transfer, the

competitive structure of the economy, and the impact on the local entrepreneurial spirit.

Considerations for future research

It was beyond the scope of this chapter to provide full details of the genealogy of
creative destruction and entrepreneurial spirit or indeed the evidence to support the view
that either (or both) are essential for economic development and growth. Instead the aim of
this chapter was to point into the themes that permeate the discussion of contributions to
this edited book while, at the same time, highlight the deep roots of these concepts within
time, space, and current ideas on national economic wellbeing (see further Montiel and

others in chapter 1; Almaraz in chapter 2; Santamaria and colleagues in chapter 3).

This chapter also aims to issue a number of warning when reflecting on future research
on entrepreneurs and entrepreneurship in Mexico. First, that although market activities,
retailers, large and small organisations, innovation, etc. have been part of human
development for centuries they are central to the latter and therefore to the study of
entrepreneurial spirit only after the advent of Capitalism and the Industrial Revolution (Mokyr
1992; Allen 2017; Colli 2016). Hence and however interesting it would be to study private
enterprise before or during the colonial period (Batiz-Lazo et al. 2012), it is only appropriate
to trace its origins to the advent of capitalism in Mexico during the late 19t century (B&tiz-
Lazo 2013). Moreover, this background plus the scarcity of archival evidence around

individual actors, provide further incentives to on entrepreneurial spirit as a process.

A second warning evolves around mounting evidence to the active role of the state in
the genesis and financing of key innovations (Lazonick 2007; Leslie 2000; Bergquist and
Soderholm 2011; MacKenzie 2018; Mazzucato 2011; 2013; Lazonick and Mazzucato 2013) as
well as to explain how, since the advent of the New Deal in the USA and post-revolutionary

governments Mexico (particularly the administrations of Cardenas del Rio, 1934-1940, and



Aleman Valdés, 1946-1952) the role of the state extends beyond market regulation, defence
and the provision of infrastructure, to engaging directly in the production of capital and
consumer goods (Scranton 2006; Freeman and Duvall 1984; FitzGerald 2003; Cardenas 2003;
Kuntz Ficker et al. 2010).

Although conventional wisdom places the responsibility for technological innovations
entirely on actors in the private sector, contributions to this book provide some evidence on
the overwhelming investment of the Mexican State through government institutions. For
instance, it is public universities where basic and applied research takes place. These are the
bodies that receive most government grants and key break-throughs take place in say medical
science (e.g. Instituto Nacional de Cardiologia). It is also public funding that which finances
doctoral research abroad (through Conacyt and to a lesser extent, the loan scheme at Banco
de México) and supports the arts (Riojas and Basurto in chapter 7). Moreover, all except but
two of Mexican presidents in office since 1946 have graduated from taxpayer-funded

universities.

In this regard, contributions to this edited book provide some guidance as to how to
learn from anecdotal evidence that suggest a break-up in the social pact between the Mexican
State and private enterprise during the 1970s and 1980s. Histories that document this break
up (the case of the footwear cluster in Alvarez-Castafién in chapter 8) and its reconfiguration
around neo-classical economics paradigm (public policy on entrepreneurship by Flores and
others in chapter 9) are essential in order to help conceptualise in the future how to organize,
direct, evaluate and plan for future State investments that co-operate and co-evolve in a
purposeful way with private sector initiatives and build an interesting and dynamic public-

private partnership.

Further to this point and ss noted by Mazzucato (2013, 3): “[d]epicting private business
as the innovative force, while the State is cast in the inertia one ... can become a self-fulling
prophecy.” It will be interesting to document in the future the impact on the entrepreneurial
process and indeed growth of government policies and actions after Debt crisis of 1982 and
foreign exchange crisis of 1994/1995. More recently, evidence of the precarious macro-
economic health and a lack of dynamic growth and wellbeing before the 2008 crisis seems to
acerbate public outcry for the dismemberment of institutions related to innovation and

development that took decades to build (e.g. the debacle around the editorial board of E/



Trimestre Econdmico). All these seem to have deprived Mexico of important participants in

wealth creation.

A third caveat | wish to raise relates to the increased number of contributions that have
criticised the excessive interest in the “white heat” moment of innovation as opposed the
greater use of resources in keeping machinery and infrastructure running (Russell and Vinsel
2016). Here is perhaps a great avenue for future research of entrepreneurship in Mexico while
depicting the emergence of enterprises that actually help to keep the economy going. It is
likely that in a post 1980s world, many of these enterprises appeared while the State

retrenched from economic activity.

Fourth and final, the study of entrepreneurs and entrepreneurship from an business
history perspective seems fragmented and lacking conceptual clarity (Wadhwani and Lubinski
2017). In this regard, the contributions in this collection have moved our understanding of
Mexican entrepreneurship towards providing greater clarity but more work is to be done.
Indeed | have pointed to some of the potential avenues this future research could take while
building on the contributions to this edited book such as deepening our understanding of
entrepreneurship in the advent of capitalism to Mexico, how these process changed during
post-revolutionary governments and again after financial debacles of the 1980s and 1990s.
All this can shed new light for domestic and international scholars looking to learn more about

the role of the State, family business, and innovation in Mexican enterprise.

Once again | congratulate the editors and individual authors for bringing these
contributions to light while, at the same time, invite others to build on these contributions

and push conceptual and empirical agendas forward.
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