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1- Introduction.
As William Baumol explains, the concept of Entrepreneurship is in addition to the classical factors of production: land, labor and capital. The term has meant different things when used by different authors. What is very clear is that the very successful people like Bill Gates are considered as entrepreneurs, the problems occur with the other entrepreneurs. For example, is it possible also to consider as an entrepreneur some one that has a new small business? Or the innovative people like Rey Kroc? The former are still not clear but are the innovative people are considered as entrepreneurs
. 
Maybe a clear definition of entrepreneurship is that of Hisrich and Peters (1998, p. 8): “the process of creating something new with value by devoting the necessary time and effort, assuming accompanying financial, psychic and social risks, and receiving the resulting rewards of monetary and personal satisfaction and independence”. As Keith Glancey and Ronald McQuiad suggest, that includes a new way of selling insurance. These last authors explain that there are five diverse research works about entrepreneurs: a) role of entrepreneurs in the economy, b) entrepreneurs that have a particular form of behaviour, c) characteristics of an entrepreneur as innovator d) the entrepreneur creates a new firm or organization and e) entrepreneur as an owner-manager of a business, normally a small business. The latter possibility generally is more often considered as small business than entrepreneurs. There is some overlap among the five, but it helps us to understand entrepreneurship and entrepreneurs.
One of the earliest persons to refer to the concept of the risk taker as an entrepreneur is Richard Cantillon. In the previous century Knight adds the calculation of the risk and also manages the uncertainties. About form of behaviour, Cantillon also refers to it, but we can also mention Jean Baptise Say, who refers to the entrepreneur as an organizer of factors of production. More recently, Mark Casson (1990) explains that an entrepreneur has the skill to make judgmental decisions about resources that are scarce. Peter Drucker (1985) considers that this behaviour can be learnt and Taylor (1988) refers to youthful experience (learning by doing). The most attractive perspective in the entrepreneur, albeit not the only one, is that of Joseph Schumpeter, who considers entrepreneurs as innovators who introduce new methods of production or open up new markets. Also the entrepreneur not only generates the new idea, he also implements it. Many times the best ideas did not succeed and others with more implements do
. With reference to small business there is the important difference between those small businesses that innovate and the others that only copy, (such as franchises) that are not considered as entrepreneurs.
Our analysis is from the economic perspective but on the understanding that management, psychology and sociology can also contribute to understand the complex concept of entrepreneurship. Finally, in this paper we analyse the entrepreneur as a person that creates wealth.
Our research is about the data provided by the Mercantile Register of Madrid since it started in 1886 until 1936. We studied details of the early life of a large number of business activities. Basically the information is about the name and activity of the firms, the legal constitution of them, the capital at the beginning and whether it increased, the people who founded the firms and in many cases their professions. The period analysed is broad, half a century, characterized by many important changes in the production structure. The city of Madrid experienced an increase in activity as did the country. This period can be subdivided into at least four different periods: the first from 1886 up to 1898, the second period from 1899 up to 1918, the third from 1919 up to 1929 and the last period from 1930 up to 1936.
These four different periods are well known in Spanish history. The first is the period before the disaster of the war in Cuba against the United States. The second is the important moment of economic growth and political stability for Spain; the third is a period after World War I; that is a period with growth but with a world suffering the consequences of the war, a less open world market and with more radical political ideas in Europe: communism, anarchism and fascism. The last period is the moment of the world crisis of 1929, in the case of Spain the end of the dictatorship of Primo de Rivera and the beginning of the Second Republic that tragically ended in a Civil War. As Gabriel Tortella summarises, the last two periods were of “Economic Evolution and Political Regression”
. In personal income, we can distinguish the first period as one with little growth. Spain suffered from the depression of the 1880s and in the three others experienced economic growth, even the last one. In many ways the story of Spain compared with Italy or France is not very different
. But there are certain details that make it different. For example the Spanish income per capita was always lower than that for France and the economic growth of Italy was greater at the beginning of the century, with a clear recovery by Spain in the twenties and the early thirties. In the long-run perspective the period between 1898 and 1936 is important because it is the beginning of the “crucial period of Spain’s industrialization and modernization” 
 as many economic historians emphasise. Now we are going to analyze the information that we have from the Mercantile Register of Madrid.
2- Main characteristic introduced by the information generated by the Mercantile Register of Madrid.  
First of all it is important to explain that the purpose of the Mercantile Register of Madrid was to have public information about the firms in Madrid and it was not intended to be used for analysing the entrepreneurship in the Capital of the country. So the information is incomplete for our purpose and does not answer several questions that we would like to know. Also it is important to explain that the registry data also leads us to businessmen that do not carry out their work in Madrid. They can be people from other parts of Spain or from abroad. This can be explained in the first case –from other parts of Spain- because in a poor Spain it was clearly better to be known as a business from Madrid and not from the “provinces”. Let us say that from a marketing viewpoint it was better. The story of the foreign businessmen is clearly different and registers an important presence for example of French businessmen that raised the prestige of the business, normally better qualified people and with more money. In order to isolate the possible effect that Madrid had as a centre of attraction because it is the capital of the country, we have considered separately, as sub-data, firms with more members not from Madrid, those whose business was not located in Madrid and those that had emerged in other places, other than the capital. We have analysed foreign partners, undoubtedly a small percentage, as expected, but relatively significant both in terms of capital inflow, and in their technological contribution. One of the issues we examine is the different evolution in time of foreign presence in the data and their countries and which sectors the foreign partners are preferentially doing business with over time. 


Another aspect to try to assess in the Mercantile Registry of Madrid is the qualifications of new entrepreneurs. It is essential to begin by recognizing that for this purpose the information is incomplete. On the one hand, this was because there were different trends among registrars, and there are periods in which there is detailed information on members and other years in which such details are omitted. It is important to point out that the information is about the professions of the partners, not their studies and in some cases it is clear their professions are evidence enough of their studies (lawyer, architect, doctor, teacher, engineer,...) for us to deduce the level of education, but in many more we do not know. However, despite this problem, we believe we can contribute, with limitations, to introducing some information for the debate over whether the entrepreneur is born or not. And while the entrepreneurs of the Madrid Register are just a section of the business, at least we can also see trends in studies/occupations. Also we have information about the legal form chosen for their business, the capital and corporate social order with which it is involved and the evolution of these relationships over time. In addition we can see how it grows over time, the number of members who are already established companies and go on to take stakes in others, from the beginning, as founding members of others, usually in the same field, creating a business network and a network of increasingly complex interests. This phenomenon, which at the beginning of the data was small, gradually increased over time, and we can identify the type of business that it does, as well, usually corporations
, with the entry of other founding partners and the relevance of their incorporation, which we identify with the capital input. Certainly, the register provides information on each company, both in terms of the legal form and its activity or purpose. This shows relatively stable patterns of behaviour and, especially, different approaches, from a regular partnership
, which is probably the simplest and also the most numerous in the observed data, characteristic of dealers or traders, a figure without excessive interest in growth and the more refined model of the corporation, whose aims are to grow and expand capital by raising funds and a more normal social order than the first. This model is also chosen by the foreign partners usually, as well as the limited liability company. In some companies the objective is the exploitation of a patent, usually provided by one or several of the partners, either as a generator of it or as a simple owner of it. This is very rewarding especially when it intersects with the chronological development to know when they decide to exploit the patent. The problem here is that we do not have too much information of this phenomenon. 


The study also provides evidence of records on share capital, but not on capital paid out, or on the duration of societies. On the issue of duration, the companies had no obligation to register their dissolution, which has led to our losing track of their history. In many cases, we only have a single entry record of providing it. 


On the issue of capital actually paid out, and this affects corporations in particular, until 1953 there was no need to specify exactly, leaving for consideration by the Board of Directors the terms and amounts, which obviously was conditioned by the scarcity of available funds. Since the Corporations in 1953 had to undergo a process of adaptation to the new Law, that gives us new information. This has enabled us to summarise in many cases the data of the company, but not of those where the companies had de facto dissolved. On the whole, the research in the Commercial Registry of Madrid in the period 1886-1936, which has more than 7000 companies, founded by more than 20,000 members provides rich and abundant information that can supplement the data supplied by other sources to illustrate some of the patterns of behaviour exhibited by the entrepreneurs in the period under review and offer some key assumptions about entrepreneurship. It may also allow further exploration of the case of persons who took part in more than one activity (as a simple network) and groups of people, as  a more complex network, which sought to address various initiatives and test, as far as data permit, their success or duration.
This source has been used in other regions of Spain, such as Andalusia, Catalonia and many more
. There is a long story related to registration in Italy, mercatores Corporations regulated by statutory common law of medieval Italy. Since the XII century in many Statuti many scriptures are included that register companies with the purpose of giving limited liability to the owners that put capital into the firm, and who are called comanditario. This was also developed in Spain, for example in the ancient Trade Consulates where the traders themselves deposited the official document of their company, so that everyone interested had knowledge of it, as is explained in the Ordenanzas of Bilbao, 1737. The institutionalization of the Commercial Registry in Spain was mandatory since 1829. The Commercial Code in its Article 22 provides that “each provincial capital establish a public registration of Commerce” (Registro mercantil). The legal form of creating a company in those days was of four different types: regular partnership, limited partnership, limited partnership by shares and corporations (art. 265 and 275). The information to be contained in the registration was the name of the company, legal form, date of foundation, purpose of the business, name of the founders, the capital, etc.
 (cf.). Even though it was mandatory the “legislative requirements were systematically ignored"
 . In the case of Madrid, between 1830 and 1848, the number of companies registered in the Commercial Registry of Madrid was 320
, but there were many who did not meet the legal requirement. This situation lasted until the enactment of the Commercial Code of 1885, which replaced the one of 1829. The new Code of Commerce sought to “guarantee against third parties interested in the Partnership Agreements"
 In this way, it reinforced the role of the Register, specified in the Code in articles 16 to 32. Article 21 contains the question of share capital and the members of the board of the company. It also contains the name of the company, purpose of the business, date of the beginning of the company, dissolution, transformation, merger of a division of the company. The Limited Partnership was not introduced in the Code of Commerce of 1885, although the liberal interpretation of Article 122 led to this type of company being accepted since the early twentieth century. It was in 1919 that for the first time the existence of such companies was explicitly recognized. And its regulation would come with the Act of the 17th of July of 1953 (cf. Abreu, 2003, p. 63).  Mutual and Cooperative Insurance firms were not considered as commercial, and, therefore, not governed by the Code
. Since the new Code of 1885 the information was more complete because it was almost “a reproduction of what the notaries public deed before for the companies
. 
The development during these 50 years has a clear variation over a long period, with more than 300 new companies that started after World War I; this is similar to other European countries. And also we can see how scarce were the business activities in the crisis period of 1887 and up to the beginning of the XX century. During this period we can see that in one year only 38 new firms were created. Also it is important to explain that throughout the period, there were two clear moments, one the end of the XIX century and the beginning of the XX century, when there were more firms that were regular partnerships, a simpler type of firm that has little desire to grow and become a large firm. And the second moment after WWI was when most corporations signed up in the Mercantile Registry of Madrid. Graph 1 shows the development of the registration in Madrid a long 50 years.
Graph 1 shows the number of companies registered yearly in the Mercantile Registry of Madrid during the years between 1886 and 1936.
.
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Source: Mercantile Registry of Madrid. 

Now we want to point out the different types of business that were to be created during the period
. Madrid as the capital of the country has the highest percentage of commerce and services, accounting for 43.4 per cent of the total. Clearly for a city, commerce is highly important, with 26.5 per cent (Graph 2). Other services are restaurants, hotels, bars, selling products but offering more services such as manufactured furniture, etc. and many other services that are not only commerce, that account for 16.9 per cent and bring the total to 43.4 per cent. Other services are finance, insurance and newspaper or book publishing, representing 7.4 per cent. We include newspaper and book publishing because it has a big influence over the country. Transport is another part of the activity of the city that is also important, 5 per cent, with the addition of post and telecommunications. All services add up to represent 55.8 per cent. Industry is developing in the city and represents 32.5 per cent, with construction 4.5 per cent and agriculture only 7.1 per cent. With these percentages it identifies a dynamic city that was moving in the direction of modernization
. 


       Graph 2. The distribution of business in Madrid 1886 up to 1932.
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       Source: Mercantile Registry of Madrid.
Also important is the growth during the period of the nominal capital, which also shows Madrid´s economy was going well. It was performing better over the period, as we can see in Graph 3 with the nominal capital aggregated in constant pesetas of 1913. The number of companies did increase throughout the period but so did the nominal capital. We divided it into three periods, 1886-1899 during a period of crisis with poor results from a economic point of view, although from the beginning of the century it did increase up to 1918 (the end of WW I) and was even better afterwards, from  1919 till 1932


       Graph 3. Aggregate nominal capital in 3 different periods in constant 1913 pesetas. 
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       Source: Mercantile Registry of Madrid.
In the distribution of the businessmen in Madrid by origin a clear presence of Madrid natives is seen, representing 81 per cent, Spaniards not from Madrid are 14 per cent and foreigners are 5 per cent, respectively. Even if the percentage of the people not from Madrid is small, 19 per cent, it is more important because their qualifications and the nominal capital that came from out of Madrid are really important. 
The Spanish people from other parts of Spain are distributed as follows, with the Catalans representing 19 per cent, Basques 17.5 per cent and those from Andalusia 12.5 per cent. The three represent 49 per cent of the total coming from other regions of the country, Graph 4. What may be rather surprising is the number of Catalans, because in those days Barcelona was a more important city than Madrid for business, but it seems clear that as it was the capital of the country businessmen were drawn to Madrid, even if their own city was more important. Furthermore, they may have been from other parts of Catalonia and preferred a move to Madrid for the development of their own business. The same story can be said about the Basques, who came from a region that was more developed than Madrid, but again Madrid as the capital of the country was a strong reason to develop the business in this city. In the last case, Andalusia was one of the most backward parts of the country, so the story is completely different and shows that not all of Andalusia was stagnant The Communities less represented in Madrid were in those days the Balearic and Canary Islands. One of the main explanations was that transport was not developed and this made it more difficult for both Communities, which nowadays are prosperous thanks to tourism.
    Graph 4. The businessmen from other parts of the country in the information from the Mercantile Register 1886-1932 
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Source: Mercantile Registry of Madrid. 

Even if the percentage of foreigners in the Mercantile Register is small, 5 per cent,   they are significant for the development of the country because of their knowhow and the capital that comes to the city. Of great importance is the presence of the French, 36.9 per cent (Graph 5), the British 16.7 per cent and Germans with 11.5 per cent. Also significant are the Belgians with 7.5 per cent. This is significant for a small country and makes them in percentage terms even more important than the Germans or British because the percentage of their population is really small in comparison with those two countries. If we add these four countries they represent 72.6 per cent of the total. What is surprising is the lack of American businessmen, who account for only 5.4 per cent. The Americans were not yet considering expanding much in Spain. It is also clear that Italy was not very developed in these years because their businessmen accounted for only 3.2 per cent, the same percentage as the Swiss, an even smaller country than Belgium. It is also important that around 90 percent are Europeans, though we were far from the globalization of today.
 Graph 5. Origin of the foreign businessmen
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    Source: Mercantile Registry of Madrid. 

Another basic element to analyse is the capital of the firms. 
1- An analysis of the nominal capital that we have in the Mercantile Registry. 
First of all we must explain the percentages of the different types of companies that were in the Mercantile Register. The largest number was the S.R.C. but practically with the same number are the corporations (S.A.) as we can see in graph number 6. The S.R.C. was 40 per cent and the corporations 39 per cent, so, at the beginning of the period there were not many, albeit there was an increase in the 20´s and 30´s. The S. Comanditaria (Limited Liability Partnership) was 10 per cent and they developed more at the beginning of the period. The process is opposite to the S.R. Limited (Limited Registered Partnership) which began to be recognized as such in 1919. Each legal type of company shows us what the ambitions of the founders of these companies were and of course the capital that they could invest in the project. It is clear that a peasant or several of them would find it very difficult to create a corporation and so they created a S.R.C.
  Graph 6. Percentages of companies according to their different legal types.
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Source: Mercantile Registry of Madrid

The importance of the corporation is very clear when we see the differences of the aggregate nominal capital that we see in Graph 7. 
Graph 7. The nominal capital of the companies by legal type aggregate.
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Source: Mercantile Register of Madrid
But what is even more important if we make a comparison between foreign and Spanish firms, is that the foreign companies are 77.4 per cent of the total of the nominal capital in the Mercantile Register in Madrid. And of the foreign companies, these are mainly from Britain and France, the British nominal capital in the Mercantile Register in Madrid was 54 per cent of all the foreign companies and the French nominal capital in the Mercantile Register in Madrid was 22.4 per cent, so both countries account for a total of 76.4 per cent. All the other countries represent 23.6 per cent. And even if they are not a great number the foreign companies, in nominal capital are important and confirm the hypothesis of Alexander Gerschenkron
 about the financial significance of foreign investment for underdeveloped countries. 
2- An approach to the different qualification of the different type of firms.

Again the corporations are the ones that have more qualified businessmen, qualified with university studies (graph 8). Of all the businessmen with university studies they represent 60 per cent, and only 21 per cent in the most numerous types of companies, the S.R.C. 

Graph 8. Businessmen with university studies in the Mercantile Register of Madrid in the different types of legal company.
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      Source: Mercantile Registry of Madrid
Finally it is very important to point out that they are a small percentage, businessmen with university studies, over the total number of businessmen in the different types of companies, see Graph 9. Again the most important percentage in the corporation with 23,17 percent on the other side, in S.R.C. they are a really small percentage, only 7,9 percent.
Graph 9. Percentages of businessmen with university studies in each legal type of company in the Mercantile Registry of Madrid.
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Source: Mercantile Registry of Madrid
Conclusion
They are five main conclusions that we can draw from the information that we have from the Mercantile Registry of Madrid. First of all the aggregate growth of nominal capital is evidence of the improvement of the economy of Madrid during the period analyzed. Second, even though it may be obvious, the aggregate nominal capital of the corporations in comparison with other types of companies shows how important they are. Third, is the importance of foreign companies in the capital that entered the country, as already mentioned already by Gerschenkron, and here we can quantify with the nominal capital. Fourth is the qualification of the businessmen. Here clearly they are more qualified in the corporations and finally we mention the importance of the people from other parts of Spain with the significance of the businessmen from Catalonia, Basque Country and Andalusia. Finally these conclusion refer to entrepreneurship, we can point out the increase of ambition to create corporations, second the importance of foreign businessmen and the risk that they assumed which was far greater than the others, and, finally, the importance of the entrepreneurs coming from other parts of Spain to develop wealth in Madrid and in other parts of the county.
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� Draft for presentation in the Mapfre Foundation , September 2011.


� This part is the conclusion from the introduction of Glancey, Keith S. and McQuiad, Ronald W. Entrepreneurial Economics. New York, Palgrave Macmillan, 2000.  


� The story of DVD of the Dutch company Phillips and the Japanese, The Dutch DVD  was considered technologically more advanced  but the Japanese one became the  standard one.


� Tortella, 2000, p. 234.  Also the period after the dictatorship of Franco 1936-1975.


� Tortella 2000, p. 228. 


� Tortella 2000, p. 231.


� Corporations in Spanish are called Sociedad Anónimas so in the graph are put as S.A.


� In a regular partnership (S.R.C.) the responsibility is not limited. The partners are responsible, individually and collectively with the whole of their assets for the debts of the society.


� Martin, Garrués, and Hernandez, eds., 2003


� Martin Aceña, 1993, pp 6-7


� Soler, 2003, p. 16


� Martin Aceña, 1993, p. 11


� Martin, Garrués, and Hernandez, eds., 2003, p. 7


� The exception was if they had commercial business or were companies with fixe premiums. 


� Lindoso, 2003, p. 33


� Some of the firms that we have information on are from before 1886, but the great majority of the firms are since that year. The last year is the year of the Spanish Civil War.


� At the present stage of the research, June 2011, the data goes as far as March 1932.  We will complete in the next paper the data up to July 1936.


� To know about the Business history of Madrid read: “La empresa en Madrid: una realidad condicionada por la capitalidad” of José Luis García Ruiz in Historia Empresarial de España. 


� In this draft we have the data up to 1932, but in September it will be completed up to 1936


� Gerschenkron, Alexander (1965): Economic Backwardness in Historical Perspective. A book of essays. New York: Praeger. Many others do have the same hypothesis.
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