The entrepreneur in danger of extinction
www.costaricacontable.com
“The wealth of a nation depends on the ability of its people to generate new ideas”, said Michael Porter when I was in College, more than 20 years ago … and I believed him.

Before I was 25 years old, I had tried to create a successful business out of a flower shop, a bakery and a software for lawyers. Failure after failure, I reached the conclusion that I was not very smart.  Years later, when I looked around I realized that my classmates and acquaintances who were able to succeed economically were the ones who worked as employees for big companies.  The very few who built their own company successfully were the ones whose families had deep pockets.  The ones who tried to be entrepreneurs with not enough funds behind them ended up suffering horribly.  I dare the reader to do the exercise with your own acquaintances.
I find it easy to sell the idea that if the country had more private companies, there would be more jobs, hence more families would be able to pay their bills, more money for the social security, more taxes for the government, in general terms there would be more social stability which would help us all live better.
The above makes me wonder why it is so hard to build (successfully) a private, new, profitable company in Costa Rica.  The following paragraphs seek to take a closer look at the source of the problem in an attempt to propose some solutions:
1. It is not enough to wish really really hard that we had our own business, we must do something special, something extraordinary and different, and offer it to people who need it. The scholars in the field of business call this “something special” competitive advantage.  “Facebook” reached extraordinary profits because they did something extraordinary for the society, they brought us all closer together.
2. When the entrepreneur starts a new business, he/she is doomed to commit a lot of mistakes, because she/he needs to learn all the details of the operation, turning the project into a very expensive endeavor.  This is the main reason why just 1 out of 5 companies transcend the first 5 years of work.
3. The bank doesn’t lend Money to a person who doesn’t have money.  Knowing the new company will exist if (and only if) it can provide something extraordinary and different, the idea must be original, then the bank and investors consider it risky, reducing to zero the possibility to get capital. The intelligence is perfectly well distributed among the society, and the generation of new and good ideas is not the monopoly of people with resources.
4. If the entrepreneur gets to solve the 3 previous problems (Competitive advantage, beginners’ mistakes and initial investment), he realizes that in order to sell he must understand perfectly well his company, his client, his competition, must develop a strategy and understand the elements of the marketing mix (promotion, publicity, price and distribution channels), in few words, must become a marketing expert.
5. To make everything even more difficult, once the entrepreneur starts selling, he is forced to design the step by step processes of the whole operation; otherwise the disorganization is prohibitively expensive, so he has to become an expert in processes and industrial engineering.
6. On the other hand, the workforce are people with wishes and insecurities like any human being, who require constant motivation, forcing the leader of the company to become an expert in organizational order, psychology, motivation and labor law.
7. Also, the social security (CCSS), local government and tax authority demand endless requirements, paperwork and payments.  The entrepreneur must become an expert in law in order to comply with all these formalities and be able to work in Costa Rica.
8. The internal network needs to be organized, as well as the data, the software and the computer equipment.  It is too expensive to lose information, therefore the entrepreneur must become an expert in information technologies and communications.
9. And lastly, the entrepreneur needs to measure the performance of the company; the past, present and future must be summarized and presented in the accounting reports.  The leader has to understand the Financial Statements, in order to be able to fix whatever he is doing wrong, thus he has to become an expert in Accounting and Finance.
It’s almost impossible to be an entrepreneur in Costa Rica, the “funny” part of the deal is that for each job the government gives to one person, one family lives better, but for each entrepreneur the country has, his family and the families of all his employees and suppliers live better.
If we are not part of the solution….we are part of the problem.   I feel it just makes sense that the whole society work together to create new entrepreneurs:
1. Primary and high school education must teach thinking entrepreneurial people, instead of employees.  Notice how the students spend the whole day memorizing facts on their desk, very similar to the day work of an employee, instead of living what they learn and creating new things.
2. The Universities must be closer and understand the needs of the small and medium sized companies, and leave aside the European and American books.  The people are starving for pragmatic solutions that can be used in the real day to day life in Costa Rica.  Today, there is a huge gap between the administrative theory taught at College and the actual needs of the entrepreneur.
3. The Banks must provide capital for ideas with reasonable risk, promoting the innovation and the managerial discipline, minimizing the need for collateral.  Some companies will fail, but some will succeed.  The latter will need bank accounts for the company and its employees, and eventually it will grow and generate more business for the bank than 20 failed ideas.
4. The accountants and professionals in administration must work as a liaison between the University theory and the actual needs of the small and medium sized enterprises (SME).
5. The government must boost and promote the 4 efforts mentioned above, in this way they will be able to collect more taxes, the social security will receive more money, as well as the local government and the society as a whole.
The entrepreneur will become extinct, unless we do something about it.
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