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FOREWORD

Having read this publication which is a series of papers written by various authors I
cannot stress the importance of this work sufficiently.

The world of entrepreneurship and business is changing so rapidly in this fast moving
world that keeping up with the latest trends and developments has never been more
important than it is today. Technology is moving forward at an exponential rate and we
need to keep abreast. Hence, entrepreneurial research into small business development
is vital if we are to rapidly promote the economy of any country which in turn plays a
vital role in the reduction of unemployment and the alleviation of poverty.

In more and more countries teaching entrepreneurship at all levels of society is
becoming increasingly important as over the years GEM has clearly shown that the
higher the level of education attained then the more likely a person is to start a new
venture and the more likely that business is to remain sustainable and survive beyond
the initial stage of nascent development. Education plays such as vital role that en-
trepreneurship training and teaching should be mandatory at all levels of education.
Only then will we be able to transform society and improve the standard of living for
all concerned.

Mike Herrington

o W

Executive Director: GEM Global
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INTRODUCTION

25 YEARS OF ENTREPRENEURSHIP sk h G
AT FEB UM

Karin Sirec

Twenty-five years — a quarter of a century - is a period after which it is worth looking
back on the past and summing up the memories of the achievements and milestones
that have marked it. The present scientific monograph was thus formed on the occasion
of the anniversary celebrated in the academic year 2017/2018 by current and former
members of the Department of Entrepreneurship and Business Economics, and the
members of the Institute of Entrepreneurship and Small Business Management. The
monograph is also an acknowledgment and tribute to the initiator and founder of the
first study track for entrepreneurship education, and the head of the Department and
Institute, Professor Doctor Miroslav Rebernik. The collection of selected scientific con-
tributions is thus put together in such a way that he is the co-author of all of them, with
individual members of the Department. A collection was created that chronologically
presents some of the most visible contributions of the 25-year period. We would like
to thank all publishing houses that approved the reprint of the contributions and, of
course, the colleagues who helped edit the texts.

How it started

Prof. Dr. Rebernik once said that, much like any good entrepreneurship project, entre-
preneurship at the Faculty of Economics and Business (FEB) also started with a good
idea, in 1992. He wanted to solve the problem of the increasing gap between the need
for business knowledge, adapted to the specifics of small companies, and the then-prev-
alent ways of business education, focused primarily on training for employment in
large business systems. Small Business Management, as the first entrepreneurship track
was originally called, was designed based on the understanding that the prosperity of
modern developed countries is based on the success of numerous small and mediumsized
companies, and that education needs to be adapted to the changes and trends in the
modern world. The study track came to existence with a project financed by the Tempus
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programme and was based on the experience of the Swedish educational model of this
type. The participants in the project were University College of Bords (Sweden), School
of Economics and Commercial Law - University of Gothenburg (Sweden), De Vlerick
School of Management - University of Ghent (Belgium) and the Faculty of Economics and
Banking - University of Udine (Italy), as well as, of course, the Faculty of Economics and
Business - University of Maribor. With a dedicated team of professors from four faculties
from Maribor, Kranj and Ljubljana, and colleagues from abroad, a breakthrough study
programme was born. The first generation had 13 enrolled students who studied by
spending two days a week for two years at the faculty, and two days a week up until
graduation in carefully chosen mentoring companies (Sirec, 2008).

In this case, a basic business truth prevailed once again, namely that the implementa-
tion is more important than the idea itself. Students wanted to take part in entrepreneur-
ship, they proved themselves to be entrepreneurial and useful co-workers in companies,
and they were very perceptive as graduates. The professors were willing to adapt to
new needs and research the entrepreneurial reality, and mentors in companies were
prepared to share their wealth of experience with the students. Once again, it turned out
that nothing can stop an idea whose time has come. But another truth was confirmed,
namely that without simultaneously engaging in research, social engagement and col-
laboration with companies, it is not possible to truly teach entrepreneurship. The quality
of the study programme was also recognized in the international environment, when
it was nominated for the prestigious 1998 Academy of Management - McGraw Hill Irwin
Pedagogy Award due to its innovativeness.

After the project ended and European financing ran out, the Small Business Management
programme was redesigned, and in 1996 the study track Entrepreneurship was
established as the successor. It was redesigned to run on two levels, namely the
university study programme “Economics” and the professional higher education study
programme “Business Economics”, both of which were accredited in accordance with
the Higher Education Act (1993). In the academic year 2006/2007, the Bologna Reform
followed, bringing radical content changes. The Entrepreneurship track remained in
both bachelor programmes, the university study programme “Economics and Business
Sciences” and the professional higher education study programme “Business Adminis-
tration”. In the master’s study programme “Economics and Business Sciences”, it was
renamed the Entrepreneurship and Innovation track.

Miroslav Rebernik — Trail blazing and leading

Prof. Dr. Miroslav Rebernik is the idea leader behind the beginnings of entrepreneur-
ship education and research at the University of Maribor, and his contributions are
clearly recognizable in the Slovenian as well as the international context of entrepre-
neurship studies. Below, we present some of his research as well as his pedagogical
and applicative achievements. He graduated in 1978 at the Higher Economic and
Commercial School in Maribor, where he also finished his master’s studies in 1983
with honours and then completed his doctorate in 1990 at the FEB. He started his
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career in the Electropower Corporation of Slovenia and was employed at the FEB in
1985. During his long career, he has established himself as an excellent researcher
in the field of entrepreneurship. According to SICRIS, his bibliography includes 758
bibliographic units. Amongst them are 51 original scientific articles, 10 review articles,
26 independent scientific components or chapters in a monograph, 20 coauthorships in
scientific monographs, and mentorship to five doctoral candidates. He is the author or
co-author of 14 reviewed university or higher-education textbooks and 20 units of other
study materials. He was the recipient of the Fulbright research scholarship (1995-1996),
and his contributions were published in respected global journals and by world-known
publishers such as Edward Elgar, Routledge, Springer, Linde etc.

For a long time, Prof. Dr. Rebernik has been the head of the Institute of Entrepreneur-
ship and Small Company Management at the FEB, which was founded on his initiative
in 1992 and established itself as the leading institute for researching entrepreneur-
ship in Slovenia and abroad under his leadership. Prof. Dr. Rebernik succeeded in
integrating the work of the Institute in some very influential and fruitful European and
global research networks, such as the European Network for Social and Economic Research
(ENSR), Global Entrepreneurship Research Association (GERA), European Council for
Small Business and Entrepreneurship (ECSB), and the network of women’s entrepreneurship
researchers (DIANA), with which he ensured that the researchers would be strongly
included in international research streams. The most resounding longitudinal studies
he leads include the Slovenian Entrepreneurship Observatory, which Prof. Dr. Rebernik
started in 1998, and the Global Entrepreneurship Monitor for Slovenia, which he began
in 2002. The results of these studies and others are frequently disseminated and used
in many articles, books, textbooks and in designing different strategic documents in
the Republic of Slovenia.

He led the research programme Entrepreneurship for an Innovative Society for two
programme periods, and led targeted and basic research projects, applied research
programmes, projects for companies, and many projects in which the Institute was
the subcontractor of European projects. In the past 10 years there have been more than
30 such projects. He was also active as programme leader or co-organizer of several
consultations and scientific and academic conferences. He is a reviewer for several
esteemed science journals, and participates in editorial and review committees of the
journals Nase gospodarstvo/Our Economy, Business & Economics Review, Journal of Small
Business Management, and the International Journal of Entrepreneurial Venturing.

Prof. Rebernik is the coordinator of many courses in bachelor’s and master’s studies,
most of which he developed himself: Business Economics, Entrepreneurship, Managerial
Economics, Theories of the Firm, Entrepreneurship Theories, Entrepreneurship Research,
International Entrepreneurship etc. For many years, he was also head of the study track
Small Business Management and the study track Entrepreneurship. Since 2004, he has been
head of the Department of Entrepreneurship and Business Economics. As a member of
the FEB senate committee for preparing new study programmes, he strongly co-designed
entrepreneurship programmes, and helped establish entrepreneurship education in the
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wider Slovenian context as a member of the workgroup for preparing the educational
strategy for entrepreneurship on a national level.

It is also important to highlight his engagement in establishing creative entrepre-
neurship and transfer of novelties into entrepreneurship practice. In the period
1992-2002, he was a member of the committee for choosing the Slovenian Entrepre-
neur of the Year (organized by Podjetnik magazine); later he was on the committee
for choosing the Best Business Idea (organized by the Finance Daily newspaper).
From 2007-2015 he was president of the evaluation committee for choosing the
Slovenian Startup of the Year (organized by IRP and SPIRIT). He is the cofounder of
Venture Factory — business incubator of the University of Maribor — and has chaired
its Science and Technology Committee. He was also one of the initiators behind the
project Science Park of the University of Maribor, for which he prepared the conceptual
part of the project design.

In 1979, the University of Maribor awarded him the Silver Badge of Recognition for
“dedicated involvement in university life” and in 2010, the Golden Badge for “excellent
research and teaching”.

Department of Entrepreneurship and Business Economics and its team

Members of the Department of Entrepreneurship and Business Economics are
individuals who don’t only teach about entrepreneurial drive, creativity and innovation
- they also practice it. The innovativeness and entrepreneurial drive and creativity
are evident primarily in the continuous enrichment of the course content and by
introducing new and modern teaching methods into the pedagogic process. We unite
teachers and researchers with diverse knowledge and rich experience in different fields
of economic and business reality. The monograph displays a combination of scientific
research and the pedagogical and applied achievements of former and current members
of the Department of Entrepreneurship and Business Economics and the Institute of
Entrepreneurship and Small Business Management:

e Prof. Dr. Miroslav Rebernik (Head)

e Prof. Dr. Jozica Knez-Riedl (retired since 2010)

e Prof. Dr. em. Matjaz Mulej (retired since 2001)

e Prof. Dr. Dijana Mo¢nik (external member of the Department since 2001)

e Prof. Dr. Polona Tominc (Institute member)

e Assoc. Prof. Dr. Karin Sirec

e Prof. Dr. Zdenka Zenko

e Assoc. Prof. Dr. Barbara Bradac¢ Hojnik

e Assist. Prof. Dr. Ksenja Pusnik (deceased since 2011)

e Assist. Prof. Dr. Katja Crnogaj

e Matej Rus, MSc

o Tadej Kroslin, MSc (external member of the Department since 2008)

e Blaz Freser, MSc



FEB Entrepreneurship study programmes and pedagogical portfolio

Today at the FEB we teach entrepreneurship on four levels. We carry out higher-education
(BV) and university (BU) study track Entrepreneurship, master’s study track Entreprencur-
ship and Innovation (BM), and doctoral entrepreneurship study, which gives students the
opportunity for academic collaboration at one of the universities within the International
Center of Entreprencurship Studies (ICES). 123 students are studying in the bachelor’s and
master’s tracks Entrepreneurship in the academic year 2017/2018. In the past 25 years, 856
graduates have finished the bachelor’s programme Entrepreneurship, and 92 students the
master’s programme. Table I contains a more detailed overview of the programmes.

Table I: Entrepreneurship graduates from 1. 1. 1993 to 14. 2. 2018

Professional higher education study programme ‘96 “Business Economics” — Entrepreneurship 183
University study programme 96 “Economics” — Entrepreneurship 409
Master study programme — /nnovation management 42

Bologna professional higher education study programme “Business Administration” — Entrepreneurship 198
Bologna university study programme “Economic and Business Sciences” — Entrepreneurship 116

Bologna Master study programme “Economic and Business Sciences” — £ntrepreneurship and Innovation 50

In 25 years of entrepreneurship teaching, we can be proud of the rich pedagogic pro-
ductivity of our Department’s co-workers, as seen in Table II. A total of 68 textbooks
and other study materials were written, while members of the Department also carried
out 37 lectures at universities abroad. In all these years, we have been mentors to 637
graduates in bachelor’s and master’s study programmes (including 24 Doctors of
Science), and co-mentors to 103 graduates.

Table II: Statistic overview of pedagogic productivity of the Department’s colleagues from
1. 1.1993to 14. 2. 2018

1993- 1999- 2004- 2009- 2014-

Type of publication 1998 2003 2008 2013 2018  '°@
2.03 Reviewed textbook 8 6 9 4 1 28
2.05 Other study materials 19 1 5 5 40
3.14 Lecture at a university abroad 9 9 1 3 5 37
PhD Thesis mentorship 4 3 6 2 9 24
MA thesis mentorship 3 1 19 10 15 b8
BA thesis mentorship 13 86 98 67 20 284
MA thesis mentorship (Bologna studies) 1 19 37 57
BA thesis mentorship (Bologna studies) 133 81 214
PhD thesis co-mentorship 3 { 8 22
MA thesis co-mentorship 4 17 5 1 37
BA thesis co-mentorship 10 15 6 4 35
MA thesis co-mentorship (Bologna studies) 3 6 9
Together 56 140 184 268 197 845

Source: SICRIS. http://www.sicris.si (14. 2. 2018)
(13}



Our vision for the future is clearly outlined: we wish to attract ambitious, creative and
entrepreneurial individuals who wish for something different and innovative. We realize
business education cannot be effective if students don’t have contact with business practice.
That is why many excellent entrepreneurs, innovators and CEOs of successful Slovenian
and international companies participate in the pedagogical process, presenting to students
their methods of work, best practice examples and experiences (Rebernik et al., 2013).

Academic research excellence — The basis for entrepreneurship education

Members of the Department of Entrepreneurship and Business Economics research,
teach and consult in the field of entrepreneurship within the Institute of Entrepre-
neurship and Small Business Management at the FEB. We convey the knowledge of
entrepreneurship and innovation to students, entrepreneurs, different organizations, the
public, and economic policy makers. This way, we contribute towards the creation of an
entrepreneurial, compassionate and knowledge-based society (Sirec and Rebernik, 2011).

Academic excellence is reflected in the published works of the members, and their
quality. Below, we present a 25-year overview of the research work of all Department
members. The joint number of bibliographic units in the period from 1. 1. 1993 to 14. 2.
2018 amounts to an enviable 3,383 units. The highest-quality publications, including
original and review scientific articles, independent scientific component parts or
chapters in monographs as well as scientific monographs are presented for five five-year
periods (1993-1998, 1999-2003, 2004-2008, 2009-2013, 2014-2018) in Table III. From
the information presented, it is possible to see incredible progress in the observed
period, both from the aspect of the quantity and quality as well as from the aspect of the
visibility of the scientific activity of the members. There have been 958 pure citations
so far, and their number has grown significantly in the last five-year period.

Table III: Statistic overview of scientific productivity of the Department’s colleagues from
1.1.1993 to 14. 2. 2018

1993—  1999-  2004-  2009-  2014-

Type of publication 1998 2003 2008 2013 2018  °%@
1.01 Original scientific articles 292
— 1.01 Publications in category A 10 12 40 38 48 148
— 1.01 Other publications 18 21 26 39 40 144
1.02 Review articles 29
— 1.02 Publications in category A 1 1 3 3 0 8

— 1.02 Other publications 5 4 2 9 1 21
1.16 Independent sqentlﬂc component 19 I 37 33 60 155
parts or a chapter in a monograph

2.01 Scientific monographs 3 7 9 14 33
Total 53 52 110 131 163 509
Joint number of pure citations 958
WoS 1 2 15 121 220 359
Scopus 4 39 222 334 599

Source: SICRIS. http://www.sicris.si (14. 2. 2018)
(14}



Figure I: Growth of scientific research productivity and international visibility
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Source: SICRIS. http://www.sicris.si (14. 2. 2018)

We have been actively working on entrepreneurship research since 1998 when we
joined the European Network for SME Research (ENSR). That same year, we followed
the example of the Observatory of European SMEs and started publishing regular
annual research reports on the state of entrepreneurship in Slovenia compared to the
rest of Europe, and the results have been published in the scientific monograph of the
book collection Slovenian Entrepreneurship Observatory. In it, we annually present an
overview of the state of Slovenian entrepreneurship demographics and do detailed
studies to discuss specific current topics from the field of entrepreneurship. The results
of the research report are the basis for suggestions for action to government policy
makers in various fields (Sirec et al., 2018).

Since 2002, we have been carrying out the Slovenian part of the global research study Global
Entrepreneurship Monitor (GEM). GEM is a consortium of national teams, cooperating
under the umbrella organization Global Entrepreneurship Research Association (GERA),
within which the GEM project is carried out. It’s a longitudinal research programme that
was started in 1997 by the London Business School and Babson College (Boston, MA, USA).
From the 10 countries that started in 1999, the research consortium has grown to almost
100 participating countries and represents a unique and unprecedented global project in
entrepreneurship research. The Slovenian research team includes Prof. Dr. Miroslav
Rebernik (leader), Prof. Dr. Polona Tominc, Assoc. Prof. Dr. Karin Sirec, Assoc. Prof. Dr.
Barbara Bradac¢ Hojnik, Assist. Prof. Dr. Katja Crnogaj, and Matej Rus, MSc, and we were
joined by the deceased Assist. Prof. Dr. Ksenja Pusnik for a number of years. A wealth of
information is available on the website of the GEM consortium (www.gemconsortium.org)
and on the Slovenian website http://ipmmp.um.si/globalni-podjetniski-monitor/) - from
national research studies to databases and an overview of the increasingly rich collection
of scientific articles that are coming into existence with the use of data obtained during
GEM research (Rebernik et al., 2017).

Throughout all the years we have been financing our research with the help of the
resources of the Slovenian Research Agency, with various basic and targeted research
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projects, and within the research programme P5-0023 Entrepreneurship for an innovative
society. Over the past years, both longitudinal research projects, SPO and GEM, have
been financed by the Public Agency for Entrepreneurship, Internationalization, Foreign
Investments and Technology - SPIRIT, the Ministry of Economic Development and
Technology and, of course, the Faculty of Business and Economics of the University
of Maribor.

Co-creation of the entrepreneurship ecosystem

Following the example of numerous foreign, especially American, business practices
regarding support services for entrepreneurship, Prof. Dr. Miroslav Rebernik and Matej
Rus, MSc, founded Venture Factory in 2001 - the university business incubator of the
University of Maribor, which first started working in the rented facilities of the Faculty
of Electrical Engineering and Computer Science. We wanted to offer our business
knowledge primarily to engineers, and this way follow the best practices from abroad.
The move turned out to be excellent, because from 2001 to today, the Venture Factory
team has supported more than 100 startup companies and kneaded through more than
500 business ideas.

In 2001, the Venture Factory team also took over the organization of the PODIM
Conference, which was until then successfully led by Prof. em. ddr. Matjaz Mulej
within various organizations for a number of years. The annual organization of the
event, which we thoroughly renewed and supplemented, demanded a connection with
numerous stakeholders of the Slovenian and global entrepreneurship ecosystem. In
2007, based on the experience of participating in the project Best Business Idea, which
took place under the Finance Daily newspaper, the competition of startup companies
called Start:up Slovenia came to existence. The same year saw the establishment of the
online platform for connecting and promoting key stakeholders of the Slovenian startup
ecosystem www.startup.si. The latter meant an expansion of activities outside of the
framework of the University of Maribor and the city of Maribor.

Today, Venture Factory is the proud leading partner of the Initiative Start:up Slovenia,
co-created with the contracting strategic partner Technology Park Ljubljana since
2011. Two public accelerator programmes were developed in this partnership, and
implemented in collaboration with the Slovene Enterprise Fund. Both provide
companies with a combination of financial sources and supporting services in the
form of mentorships, consultations, infrastructure and networking. The first Start:up
GeekHouse is intended for companies in the startup stage, and the second one, Go:Global
Slovenia, is intended for startup companies in the stage of growth. More than 60
Slovenian companies have been supported within both programmes.

Through Initiative Start:up Slovenia, Venture Factory became a full member of
the European Startup Network (ESN) in 2016 and, in 2018, obtained the status of an
ambassador of the programme Startup Europe, led by the European Commission. You
can find more about the activities of Venture Factory on the following websites: www.
tovarnapodjemov.org, www.startupmaribor.si, www.startup.si and www.podim.org.
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A promise for the future

The presented achievements show that in the years of developing entrepreneurship
education at the FEB, we not only continuously perfected the pedagogic process, but
also invested in excellent research competencies and engaged in the creation of the
first university incubator in Slovenia - Venture Factory, which facilitates the imple-
mentation of business ideas in practice. We are aware that the ideal environment for
entrepreneurship needs to ensure a critical mass of business talents, excellent support
services and access to knowledge, technology and capital. All of us in the Department
and Institute are strongly committed to continue carrying out the ambitiously set plans
for building and developing Slovenian entrepreneurship society.
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Abstract

In terms of systems thinking, traditional business economics is obsolete. Creativity is
now-a-days essential, for it creates innovation and hence competitiveness and credit-
worthiness. The market is not the only co-ordinator of economic activities: responsible
persons are equally important. Transaction cost economics and institutional economics
may be able to explain situations and trends better, but not yet in a fully systemic way.

Keywords: cybernetics, systems thinking, business economics, transaction cost
economics, creditworthiness, market, hierarchy, creativity, dememorising, institutional
economics, economics of the firm, social responsibility, economy of sense

Introduction

In the good forty years of their official existence and development, systems theory
and cybernetics have not become enough of a mass movement for systems thinking
(=wholism and depth by interdisciplinary creative co-operation) to become a general
habit (Molander, Sisavic, 1994). Hence its excavating is needed now. Inside the profession
of business and economics, business economics theory and the economics of the firm
are the disciplines which could and should have made or make a more substantial con-
tribution to systems thinking among economists and business professionals. So long as
the science of business economics remains what it has been in previous decades, it will
remain obsolete in the scope of its contents, methodological tools and systems thinking.

The recent two decades have proven that the concept of homo economicus is both
one-sided and too narrow to be realistic, and hence cannot be scientific and practical.
This fact gives rise to our search of business economics for more systemic approaches.
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So social responsibility is added to Smith's “invisible hand” (not just through Chandler's
“visible hand” of socially responsible management) and the primacy of full one-sid-
edness is gradually being eroded by the systems approach. The consequences of its
failings have become problematic and much more visible than they used to be. They
have resulted in both human aspects and wholism becoming scarce resources, and
therefore topics which business economics, as a normal science, must deal with.

In such circumstances, caused by the economic, social and market developments in
the West after World War I, the enterprise has become a social, and not only a market
institution or, even less, a closed system. As a science, business economics researches
the working of enterprises as business systems, and defines criteria for professionals
and others both to judge it and to suggest future policies and actions. This science can
no longer limit itself to pure traditional economic criteria. The demand for systems
thinking to be applied comes about also from a new human awareness of the dilemma
“wholism v. no survival”, emerging inside and outside both the enterprise and business
economics.

Research on criteria of the creditworthiness or goodwill of an enterprise is a good
example. Its ecological dimension is a part of its wholistic tendency. Its innovation
aspect is another part. The dilemma expressed in transaction cost economics is another
indication of the same tendency toward wholism. Similar problem can be observed
within accounting, where the central principle of complete documentation is only ficti-
tiously wholistic because it looks backward and refuses innovation (Hausschildt, 1993).

In this paper we wish to argue that the development trends of business economics may
be good enough, but are not yet systemic enough.

The obsolescence of business economics

Established economics and business economics theory normally taught in business
schools (not only in the transitional countries!) still treats human in an extremely
narrow sense, only as a production factor, i.e. as labor which is, along with capital and
land, required for the production process. Even more, labor—as a production factor—is
as a rule considered merely as a physical phenomenon. Words like quality, creativity,
co-operation, imagination, emotion, individuality, corporate culture, synergy, even
entrepreneurship and innovativeness are not used in traditional business economics,
although without them there is no innovation, no innovative business, no quality, no
efficiency and no long-term effectiveness of business systems. The science of business
economics is still interested in people only as expenses or costs. Unless people are
an item in the balance sheet or in the income statement, business economics pays no
attention to them (Rebernik, 1990).

We can easily see that mainstream business economics is occupied with a Newtonian,
mechanical concept of the functioning of economic activities and economic laws (Mulej
etal., 1992, Georgescu-Roegan, 1971). The main reason for the inadequacy and inappro-
priateness of the dominant business economics for business systems doing business in
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turbulent environments, is that the paradigm of economics was created in the entirely
different circumstances of a relatively stable environment, where it was enough to
take a static look' at the firm. In radically changed circumstances, there is an urgent
need to establish a business economics theory able to embrace and explain all essentiai
elements and links of business in today's circumstances. The variety of, for example,
transitional countries cannot sensitively be controlled by the variety offered by the worn
out business economics, based as it is on obsolete paradigms.

The statement by Fritz Machlup is still valid: already in 1967 he wrote that the model
of the fitm “is not... designed to serve to explain and predict the behaviour of real
firms: instead, it is designed to explain and predict changes in observed prices ... as
effects of particular changes in conditions.... In this causal connection the firm is only
atheoretical link, a mental construct helping to explain how one gets from the cause to
the effect” (Machlup, 1967, in Neale and Haslam, 1989).

Until recently, creativity (outside the frameworks of sociology and psychology) was, as
far as the enterprise was concerned, almost exclusively a topic of organisational and
management sciences, if it had any place at all. Economics, anchored in the classic and
neo-classic micro-economic tradition, did not really know what to do about creativity.
With its primary concentration on market and prices, production and cost functions,
supply and demand, allocation of production resources and opportunity costs etc., even
business economics did not perceive creativity or innovation.

In1970's and 1980's the situation changed. In order for the enterprise to be able to cope
with the growing complexity in its environment, quite a number of economic approaches
have evolved which have broken the (neo-classical!) ignoring of creativity and innova-
tiveness of both the individual and the group. The variety of business economics had
to be increased to be able to control the increased variety in the companies and in their
environment.

The standard (neo-)classic micro-economic analysis mainly concentrates on the way the
price mechanism co-ordinates economic decisions in the market. Since the market is
only one of the possible ways of co-ordinating economic activities—the other one being
the hierarchy (= the firm or the organisation)—the approach of micro-economics turns
out to be useless in clarifying creativity, innovation, entrepreneurship and the behaviour
of enterprises in a turbulent environment in general, i.e. in the realities of now-a-days.

Business economics is a relatively mature science which carries all the basic character-
istics of a Kuhn's “normal science” (Kuhn, 1962; Kuhn, 1974; Popper, 1959; Solo, 1991).
We understand it either as a science of economics which deals with laws of the prudent
and planned acquisition and use of resources, or simply as a science of scarce resources.
Business economics is that part of micro-economics which deals with enterprise and
with laws of the behaviour and functioning of enterprises in the market place (cf e.g.
Thompson and Formby, 1993; Rickets, 1987; Putterman, 1986; Nellis and Parker, 1992
or Douma and Schreuder, 1993).
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The organic interwovenness of micro-economics and business economics implies that,
along with everything else, business economics (as a normal science) shares the supposi-
tions of (neo-)classic micro-economic theory, including its deficiencies and weak points.
With the sterility of (neo-)classic economics in mind, a number of alternative approaches
have evolved over the last two and a half decades (the behavioural theory of the firm,
the agency theory, transaction cost economics, evolutionary economics). They are not
yet fully mature and have not yet been able to gain all the attributes of a normal science.

While, for the time being, none of these theories is capable of offering a wholistic view
of the enterprise, they are much better suited to investigation into man and his/her
creativity than was (neo-)classical economics. This is especially true because they
concentrate on research into the hierarchy, i.e. the enterprise, no longer viewing the
market as the only possible co-ordination mechanism.

|s the market really the prime co-ordinator of economic activities?

As we know, the division of labor is an elementary result of civilisation and gave rise
to unavoidable specialisation. But, whenever individuals, groups or organisations
specialise, the consequence is the need for co-ordination of individual, specialised
activities. Until Coase's (1937) question about why firms exist, and Williamson's
economics of transactional cost, the conventions of economic science allowed only
one means of co-ordination of economic activities: prices and the market. The market,
with the help of prices, offers producers all the information needed for their economic
decisions.

The Nobel Laureate Ronald Coase suggested very clearly in his work that the micro-eco-
nomic theory of the firm is not adequate for studying the behaviour and functioning of
the modem enterprise: it does not consider the transaction cost, i.e. the cost of making
and implementing the business contracts and of running the enterprise.

According to transaction cost economics, we understand an enterprise to be a system
of mutual relations which comes to life when the arrangement of resources depends on
the entrepreneur (Coase, 1937)—and not on the price mechanism. Hence, the firm can
justify its existence only by realising its function at a cost smaller than the cost of the
market and its price mechanism. See section 7, below.

It is exactly the lack of efficient operation of the entrepreneur's function which is one
of the main reasons for the so called X-inefficiency of the firm (Liebenstein, 1966). X-in-
efficiency surfaces as a consequence of deficiencies in the enterprise's management. It
always happens when disposable production factors are used less productively than
possible by the enterprise, even if the right product is being produced.

The point lies, therefore, in an efficient combination of the production factors—which is
an entrepreneurial function. Some elements or combinations of elements are imposed
on the enterprise, i.e. they are determined in advance and cannot be changed. Hence
economic efficiency, obviously, is lower than it otherwise would be. This is why one
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cannot escape the importance of entrepreneurship and, along with it, of the need for
innovation if the enterprise is to be efficient. The enterprise's efficiency cannot be
achieved without continuously (re-)new products and services, and these cannot be
produced unless the business process elements, as well as their combinations, are new
(different). Yet being new is not enough by itself; experience shows that being systemic
is equally critical.

This is the point at which we encounter one of the crucially wrong—and also fruitless—
approaches in e.g. privatisation measures in EEC countries. The starting point of the
privatisation is based on a well-hidden and unquestioned assumption: that the final goal
of privatisation is to find an owner of what is currently social and state property. The
concept of X-inefficiency states very clearly, on the other hand, that the basic problem
does not lie in the management of the property but rather in who owns it.

As every practicing business economist knows, the problem of ownership and the owner
sits on the liability side of the balance sheet, and is not a problem of business efficiency.
The basic problem which enterprises in EEC countries are facing, where socialism/
communism proved historically inefficient, does not result from ownership itself, but
rather from the inefficient management of the property. The problem of inefficiency in
the EEC economies and their enterprises, therefore, cannot be solved on the liability side
of the balance sheet, but by arranging and managing the resources in such a way that
business opportunities will be exploited as efficiently as possible. Or as Yarrow (1990, in
Foldvary, 1993) pointed out: “In the policy mix of privatisation, demonopolisation, and
deregulation, the latter two should be given priority”. Competition prefers novelty and
wholism, while, by nature, private owners and the state can and do tend to monopolise.

The concept of X-inefficiency returns the problem to its source, the problem's well-
spring: the enterprise. It also demonstrates the finding, enforced by organisational
sciences: the efficiency criterion demands that the enterprises accept the most efficient
management mechanism in order to stay/become competitive.

Business economics, unable to look beyond the market, encumbered with privatisation
policy and measures which desperately chase an owner no matter who this might be,
is certainly unable to perceive this.

Man and his/her creativity as a scarce resource

Radical changes in economic reality over the last decades has also demanded a radical
rethink of the role of man and his/her creativity. The environment of the enterprise is
no longer stable, and so a static approach is no longer adequate: instead of one-sidedness
the greatest possible degree of wholism needs to be reinforced. (This is what 'systems
thinking' has been trying to achieve for over four decades!) In order to attain a more
wholistic perception of economic reality we need paradigmatic shifts in our mentality.

A rather superficial overview of some classifications of the recent past (Rebernik, 1990)
shows clearly the increasing importance of knowledge, new ideas and entrepreneurship.
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If we take the viewpoint of business economics as a science on the rational use of scarce
resources and look at development periods inside the 20th century, we can perceive the
following phases:

(1) Production factors (land, capital, labor) are cheap and easily accessible to entrepre-
neurial people. This is the time of formation of the basic paradigms of the business
economics, making it a 'normal science' in a few decades.

(2) Resources (production factors) are increasingly scarce, more expensive, and need
to be organised so as to be exploited as rationally as possible. That is why the tech-
nological and economic principles of rationality are deployed.

(3) The production potential of the "hard production factors (land, capital, physical labor)
diminishes, and, becoming more and more scarce, they are expensive. Creative
ideas and entrepreneurship which can help ideas give birth to new values and new
profits, become increasingly important production factors. It is only fresh, bold and
rather systemically conceived ideas—with which business opportunities can be
identified and necessary resources can be acquired for their fruitful exploitation—
that still assure progress.

We could say that, a decade or two ago, the 'hardware' period in which hard production
factors prevailed, died; and man and his/her creativity became the crucial production
factor. There is no way back. Humans became a scarce resource, and thus a field that
had to be studied in business economics, where they are now an essential part of an
enterprises's creditworthiness.

We face the problem of how to de-memorise the obsolete paradigms of business
economics theories that pay no attention to human creativity and entrepreneurship.
The reasons why business economics can no longer ignore the creative individual are
discussed in details elsewhere (Rebernik, 1994), but the bottom line is that the human
has become a scarce resource. Therefore, it is not only the ownership of capital, but,
even more, the human that is to be changed and transformed in eg. EEC countries.
A creative individual, as a member of a creatively cooperating team, and as a person
possessing appropriate knowledge and skills, can easily generate enough information
and wholism to cope with growing turbulence and uncertainty. Remember what Ross
Ashby said: Variety can be destroyed only by variety!

The changing role of enterprise from business
entity to the social institution

The changing environment, value systems and ways of thinking have influenced the
concept of an enterprise and, at the same time of its success. Behind this altered con-
sideration is the concept of wholism. It views the enterprise as a dynamic entity of
numerous and very heterogeneous elements (Ulrich and Probst, 1990). On the other
hand, the forces acting on business are interconnected and interdependent as never
before (Mitroff, 1994). According to new circumstances, especially the issues caused
by interaction between business and its environment, the enterprise can no longer be
considered as just a business entity. As a matter of fact, an enterprise does not simply
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face economic issues, but, simultaneously, radical changes of non-economic nature.
Especially dramatic are ecological issues, which are the subject of extreme polemics, just
like ethical issues. In this way, the enterprise has gained the role of a social institution,
confronted with several and very different requirements. The new dimension of the
enterprise responsibility, its social responsibility, is stressed. This can hardly be attained
without systemic thinking, feeling, conduct and behaviour, i.e. systemic culture (Mulej,
Cernetic, Drozg, 1995).

Just in order to surviving in such circumstances, enterprises should be aware of these
new obligations when setting goals, and of the consequent necessity to develop new
skills and the appropriate tools to achieve them. They should be aware of the conse-
quences of their business decisions, of their economic and non-economic impacts. This
demands that systemic thinking not be limited to the (top) management, but spread as
far as possible down the organisational hierarchy.

For many enterprises a reassessment of their economic goals has become unavoidable,
because they need to optimise the economic and non-economic principles of their
activity (Gerken, 1993). Profitability is no longer the predominant, let alone the only
goal. The successful enterprise is capable of adapting to changes by improvement. This
qualitative aspect of growth is directly connected with innovation potential and the
learning capability of the enterprise (Ulrich and Probst, 1990). In today's circumstan-
ces the successful enterprise is moving towards achieving the capacity for sustainable
development, based on the philosophy of an extremely rational use of resources. In
this way, it directly initiates the process of integration of environmental criteria into
economic practice (Harrison, 1993; Mulej, 1995). It requires the balance of economic with
environmental goals. It strikes against some basic economic principles and questions
such as economies of scale and mass production; it emphases the difference between
the short-run and long-run cost function; and it warns us about new facts concerning
demand, to mention just a few.

It is impossible to achieve desirable goals, which can no longer be purely economic,
without new skills, methods and tools. Expert knowledge from different disciplines
should be integrated into supporting business decisions. But there is one more thing
which must not be forgotten: the values and awareness of people, who are supposed
to be willing to do business in such new way. A systemic culture surfaces, again, as a
precondition.

Demands for socially responsible enterprises come from several directions. In the
background there is an already increased awareness of the individual, and, increas-
ingly, that of the public. These have become more visible, powerful and respected, too.
Last, but not least, the awareness of people seen from the viewpoint of enterprises must
be mentioned. This is apparently increasing, and not only in regard to environmental
risks. This might be viewed as a searching for what makes sense, even at the level of an
enterprise. More and more people are searching for a job that is meaningful and meets
their need for their individual fulfilment (Gerken, 1993). This is very highly ranked on
the scale of requirements, and corresponds to the changeable value systems.
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It is evident that systemisation has not just been forced by external circumstances. The
need to act systematically emerges from the enterprise itself, from increased awareness
and a more demanding need for the so called economy of sense (Gerken, 1993).

The contemporary concept of the firm's creditworthiness
and the systemic way of thinking

The economy of sense changes the criteria of what is good or bad. The conceptualisation
and the assessment of a firm's creditworthiness could be viewed as typical example,
which cannot be based only on economic principles. The modem concept of the firm's
creditworthiness can be defined as “the firm's capability to survive and to develop”.
As such, the firm's creditworthiness is no longer relevant only in the credit business.
There is a variety of business situations where such characteristics are decisive. They
are becoming very important for already-existing partnerships and, even more so, for
potential ones, as a reference point for both business partners and public opinion in
general. As such, the concept of creditworthiness has become based more and more
on qualitative factors. Among these, the so-called soft factors—ecological awareness,
innovation-potential, ethics, and the culture of the firm—are typically of non-economic
nature (in the traditional sense). Once, mainly expressed by quantitative factors, and just
aminor addition to economic criteria, these qualitative factors are nowadays becoming
of equal importance (Knez-Riedl, 1994). The question of which criteria are actually of
an economic nature, are changing quite rapidly to be more systemic.

Transaction cost economics

A more systemic approach to the theory of the firm has emerged also under the heading
of transaction cost economics. Introduced in Coase's famous 1937 article (Coase, 1937),
transaction cost economics insists on the inclusion of the thinking, planning and
contracting costs that accompany any transaction, i.e. to costs usually ignored by the
(neo-)classical paradigms, as helping define the firm. The idea is that in some situations
these costs will be lower if a transaction is carried out within a firm rather than within
the market. According to Coase, the main cost of transaction in the market is the cost
of learning about and haggling over the terms of trade; and this cost can be particularly
large if the transaction is long-term where learning and haggling must be performed
repeatedly. Transaction costs can be reduced by giving one party the authority over the
terms of trade, at least within limits. But, according to Coase, this authority is precisely
what defines a firm: within a firm, transactions occur as a result of instructions or orders
issued by a boss, and the price mechanism is suppressed. If the boss is systemic enough,
this fact does not cause harm.

In an ideal world, the lack of ex-post market signals would pose no problem, since the
parties could always write a long-term contract before their investment, spelling out
each agent's rights and obligations and the terms of trade in every conceivable situation.
In practice, however, thinking, negotiation and enforcement costs will usually make
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such a contract prohibitively expensive. As a result, parties must negotiate many of
the terms of the relationship as they go along. Williamson argues that this leads to two
sorts of costs. First, there will be costs associated with the ex-post negotiation itself—
the parties may engage in collectively wasteful activities to try to increase their own
share of the ex-post surplus. Furthermore, asymmetries of information may make
some gains from trade difficult to realise (Williamson, 1985). Second, and perhaps
more fundamental, since a party's bargaining power and resulting share of the ex-post
surplus may bear little relation to his/her ex-ante investment, the parties will have
the wrong investment incentives at the ex-ante stage. Williamson, however, leaves
the precise nature of these costs unclear. Williamson argues that a major benefit of
integration comes from the fact that the party with authority can resolve disputes by
fiat (as opposed to litigation), while a major cost comes from the fact that the party with
authority cannot commit him- or herself to intervene selectively in the affairs of other
parties. Williamson, however, is not very clear about what mechanisms are at work
here. What power to intervene does a boss have that an independent contractor does
not have? How systemic is either of them?

Coase's ideas, although recognised as highly original, took a long time to catch on. There
are probably two reasons for this. First, they remain to this day very hard to formalise.
Second, there is a conceptual weakness, pointed out by Alchian and Demsetz (Alchian
and Demsetz, 1972) in the theory's dichotomy between the role of authority within the
firm and the role of consensual trade within the market. Both need to be systemic, and
both tend to be rather one-sided, in the prevalent practice of both the developed market
and transitional economies.

The exact nature of transaction costs, however, remained unclear. What lies beyond the
learning and haggling costs that, according to Coase, are a major component of market
transactions? Oliver Williamson (Williamson, 1975, 1985) has offered the deepest and
most far-reaching analysis of these costs. Williamson recognised that transaction costs
may assume particular importance in situations where economic actors make rela-
tionship-specific investments—investments to some extent specific to a particular set
of individuals or assets.

The upshot is that the New Institutional Economics occupies or shares territory
that was once thought to be the exclusive domain of sociologists. The “problem” is
that it introduces efficiency principles to predict that a whole series of organisa-
tional regularities will be observed. Theories of organisation in which advantage is
featured must now come to terms with rival theories of organisation that employ an
economising framework (Williamson, 1988). Sociologists can respond, with cause,
that there is more to the study of economic organisation than efficiency. The real
challenge, however, is to demonstrate that the sociological viewpoint adds predictive
content and in other respects deepens our understanding of complex organisation
(Williamson, 1988). Hence, a systemic creative cooperation of several professions
is called in.
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Some conclusions concerning excavating cybernetics and systems

The portrayal of the firm in neo-classical economics is a caricature of the modern firm.
We introduced some alternative approaches that attempt to develop a more realistic
picture. The end product to date is still, in many ways, a caricature, but perhaps not such
an unreasonable one. One promising sign is that the different approaches economists
have used to address this issue—neo-classical, principal-agent, transaction cost, nexus
of contracts, property rights—appear to be converging, it is to be hoped that in the next
few years the best aspects of each of these approaches can be drawn on to develop a
more comprehensive and realistic theory of the firm. Such a theory would capture the
salient features both of modern corporations and of owner-managed firms, and would
illuminate the issues for economists and lawyers alike. Again, with no systemic culture
a poor success is expectable.

Business economics is, albeit hesitantly, developing toward a tacit consideration of
systemic thinking. De-memorising of old habits and consideration of topics which used
to be called non-economic ones as essential parts of business economics might be two
of the biggest obstacles to making business economics really systemic. The inclusion
of a systemic culture in business economics can be well-supported by a modernisation
of criteria of creditworthiness as well by the deployment of transaction cost economics
and institutional economics. But all three, themselves, may need more elaboration from
the viewpoint of systems culture.
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Historical overview

Slovenia with its population of 2 million people and approximately 55,000 registered
companies in 1995 has reached one digit inflation and GNP per capita in the range
between 8,000 and 9,000 US$. “Small is beautiful” may be valid for the country, but
this does not apply to the entrepreneurship and small business research in it.

There are basically no studies on entrepreneurship and small business to be found that
were made before the late 1980s. The main reason for this lies in the industrial structure
of that time, where Slovenian economy (as a part of the Yugoslavian socialist economy)
showed the same lack of small and medium-sized companies, as in the whole of the
Eastern block. The structure of the economy and the entrepreneurial demography was
predominantly reflected in big social or state owned companies. The “socialist black hole”
(Vah¢ic and Petrin, 1989; Tyson, et al., 1994) influenced the focus on research which was
carried out at both Slovenian state universities and a few state owned research institutes.

Prior to the reforms, caused by the transition, the research work was linked to the
entrepreneurship worked out and implemented predominantly from the macro-eco-
nomic aspect. The research projects, financed by the State, dealt with studies helping the
State and its officials to create economic policy and to adopt short-range and long-range
economic measures. Prior to 1990 much attention in economic research was devoted to
inflation, the monetary policy, financial institutions, and macro-economic aggregates,
while we were not able to find investigations, studying the economic role of small
business and entrepreneurship.

Ales Vahcic¢ and Tea Petrin from the University of Ljubljana were the first to recognise
the importance of small and medium-sized companies for the economic development in
Slovenia. They also carried out the first research projects. Before the break-up of socialism
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there were no courses on entrepreneurship and/or small business management available at
the Slovenian universities. In 1993 Miroslav Rebernik introduced the first undergraduate
Small Business Management Studies at the University of Maribor, and Ales Vahc¢ic¢ and
Tea Petrin the first graduate studies in entrepreneurship at the University of Ljubljana.

With establishing Slovenia as an independent state the privatisation process began
to take place and new legislation brought reforms. The number of small companies
started to grow rapidly (from 6,000 companies in 1990 to 55,000 in 1995). Changes in
the industrial structure shifted research focus at universities where more scholars and
researchers have recognised the decisive role of the entrepreneurial individuals, small
business and entrepreneurship. The attitudes of researchers from other fields started
gradually changing, too. In general, one can see a widespread understanding that en-
trepreneurs and entrepreneurship are in the core of the development of the economy,
whilst the State should create the macro-economic framework serving as a base for the
development of entrepreneurship.

The leading topics in the majority of entrepreneurship and small business investigations in
Slovenia during 1990-1993 were connected to the role of the small business and entrepre-
neurship in the implementation of transitional processes. During 1994 - 1995 the focus of
research work was redirected to more managerial-oriented themes. Special attention was
devoted to the willingness of the key participants of the company to implement the transi-
tional processes as well as to the role of management. Particular attention was also focused
on the question of the obsoleteness of know-how and the need for conscious de-memorizing
of obsolete mental models inherited from the pre-transitional times (Rebernik, 1992).

Institutions engaged in entrepreneurship and small
business research and education in Slovenia

In Slovenia, the faculties of Economics and Business and of Organisational Sciences,
University of Maribor, and the Faculty of Economics, University of Ljubljana are mainly
involved in the research of entrepreneurship and small business. In Table 1 an overview
of institutions involved in research (R) and education (E) is given.

Table 1: Overview of institutions involved in research and education in Slovenia

Institution Contact person Education/Research
Faculty of Economics and Business, Maribor Miroslav Rebernik E+R

Faculty of Economics, Ljubljana Ales Vahcic E+R

Inst]tute of Entrepreneursmp and Small Janko Belak R

Business Management, Maribor

Institute for Systems Research, Maribor Matjaz Mulej R

Economic Institute Maribor, Maribor Viljenka Godina E

Gea College, Ljubljana Vili PSenicny E

Faculty of Organisational Sciences, Kranj Drago Vuk R
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Two universities deserve to be pointed out among the education institutions:
1. University of Maribor, Faculty of Economics and Business which offers
e Degree course on Small Business Management (BA in Small Business
Management)
e Undergraduate courses on Small Business Management, Entrepreneurship,
Business Planning and Business Policy
¢ Graduate course on Entrepreneurship

2. University of Ljubljana, Faculty of Economics which offers
o Graduate studies in Entrepreneurship (MSc, specialisation)
e Entreprenurship courses taught in other undergraduate courses

Different non-degree courses, training and skill-building courses for entrepreneurs and
small business managers are offered by other training institutions, with the Gea College
being by far the biggest, followed by the Economic Institute in Maribor, the Institute
of Entrepreneurship and Small Business at the Faculty of Business and Economics,
different Entrepreneurship Promotion Agencies, individual consulting companies, etc.

Mainstream themes in the research

To describe the mainstream themes in small business and entrepreneurship research
in Slovenia we will develop a basic entrepreneurship process framework (based on
Timmons, 1994; Stevenson, et al., 1989; Kao, 1989; Rondstadt, 1984), and group the
research in Slovenia according to it (Figure 1).

Figure 1: The basic framework of entrepreneurship process

ENTREPRENEUR ENVIRONMENT

IDEA OPPORTUNITY START-UP GROWTH HARVESTING

MANAGING THE PROCESS
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The environment

Nowadays entrepreneurship and small business research in Slovenia provides us with a
transparent picture of Slovenian entrepreneurship demography. The research began to
shift from conceptual thinking about the role and importance of entrepreneurship and
small and medium-size companies in the economy to more in-field based research of the
entrepreneurship development. Whether the question is concerned with the number
of companies, the number of jobs provided, the volume of the capital and revenues in
these companies, etc., the state of the art of Slovenian entrepreneurship as well as of
its development trends, has become relatively clear. There are some studies which,
according to various criteria, carry out a comparison of Slovenian companies with
similar ones in more developed countries (e.g., Vah¢ic¢ and Glas, 1995), and some studies
dealing with industrial policy issues (e.g., Petrin, 1993).

Some projects which devoted special attention to the macro-level and predominantly
to the role of the State as well as of the local community, like the municipality, have
been carried out (e.g., Cvetko, 1991). In these studies the institutionalisation of State
support, advisory and financial, which is needed to promote the development of small
and medium-size enterprises as well as the formation of the support institutions at the
level of the individual local community were addressed.

Among other investigations we should mention those related to issues of restructuring
of companies and to problems of the regional development of small business. Some are
concerned with industrial policy and financial support provided by the State (PSeniény,
1992), others are related to transformation of the rural areas with the help of entrepre-
neurship (Korbus, 1992), while still others are related to the role and importance of
entrepreneurship as the factor of economic development (Setnikar-Cankar, 1993), and
to the impact of the European integration on the development of small-scale economy
(e.g., Hrastelj, et al., 1992).

The International Conference on Linking Systems, Thinking, Innovation, Quality
and Entrepreneurship (STIQE), which started in 1992 is considered to be especially
important. The bi-annual Conference, organised by the Institute of Entrepreneur-
ship and Small Business Management and the Institute of Systems Research at the
University of Maribor discusses the linkage between concepts of systems thinking,
innovation, management, quality and entrepreneurship. It is of a paradigmatic
nature, with explicit international orientation. Conference findings are published in
Proceedings, and are partly to be found in The Journal of Systems Research (1994).

The research themes on entrepreneurship and small business in Slovenia reflect some
of the real problems in this field, i.e., the gradual changing of the state in the competitive
environment, and the changing relationship between the national State and the local
government. The latter is widely becoming more responsible for the development of the
endogenous development potential of the region. The regional development coalition,
which associates the experts from both universities, companies and the government, is
sometimes formed for the organisation and co-ordination of the development process.
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Some of the research themes may seem to be out of the scope of mainstream entre-
preneurship and small business research. To understand those particularities of the
Slovenian research it should be mentioned that Slovenia is a newly established country
and together with the change of a socialist industrial structure and a socialist political
system, the State (as an institution) is still solving its own problems of the political con-
stitution of a national State. Accordingly a great deal of the research has dealt with the
processes of transition and restructuring of the Slovenian economy due to economic and
political changes (e.g., Bani¢ and Faleskini, 1991; Belak, et al., 1993; Kos, 1994; Vah¢ic
and Petrin, 1990).

With a large number of new companies the question about the scope of their business
activity and about their impact on employment exists. Few studies (Vahéi¢, 1993)
deal with the dynamic development potential of small-size companies, which should
provide a real zeal for economic growth, employment, exports and which should, by the
investment of bigger assets, create the development effects of the small-size economy,
along with a larger share of the innovative products and services for the world market.

The entrepreneur

Only a few studies on individual characteristics of entrepreneurs in Slovenia exist (e.g.,
Gajsek-Krajnc, 1993; Kline, 1993). The reason for this can be found in the fact that the
time period of the development of entrepreneurship and SMEs in Slovenia is a short
one. Not only is there a lack of reliable data but also the entry of Slovenian researchers
into this field lagged behind their colleagues in developed countries. They “missed”
the euphoria and overproduction of investigating the individual, psychological, gender
based, ontological, etc., characteristics of entrepreneurs. Regarding Slovenian entre-
preneurship research we do not see any disadvantage in this, as today it is quite clear
that there are no “genetic” differences among Slovenian, Chinese, Swedish or American
entrepreneurs (Baumol, 1993; Schultz, 1990). What is different is the environment and
the rules of the game.

The life cycle of the venture

Looking through the lenses of the venture life cycle (idea - opportunity -start-up - growth
- harvesting) only a few studies can be found within the area of start-ups and growth.

The underdevelopment of the business and technological infrastructure of the Slovenian
economy triggered an interest in the role of business incubators. Early investigations
dealing with this theme basically only reported some foreign experiences. Irrespec-
tive of insufficiency these investigations helped start the business incubators and
promotional networks for entrepreneurship in Slovenia to get successfully underway.

For the development of the small open economy in Slovenia it is important to have
companies that are capable of creating jobs, which can best be provided by fast growing
enterprises (Birch, 1987; Kirchhoff, 1994). Therefore, from the aspect of entrepreneur-
ship promotion, it is important to know which are the “gazelles” in Slovenian economy.
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For this reason, we (along with researchers from Poland, the Czech Republic, Slovakia
and Hungary) became involved in the research “Data Base 7507, sponsored by the
European Foundation for Entrepreneurship Research and the European Venture
Capital Association (1994). In this study we identified (method used; individual
interviews with entrepreneurs) about 150 potential and rapidly growing enterprises in
each of the above mentioned countries. In 1995 and 1996 a follow-up is carried out to
establish what is actually happening to the entrepreneurs and the enterprises detected.
Because Slovenia is small the sample observed is fairly reliable and enables us to better
know the characteristics and trends of growth as well as the development of small
enterprises.

A number of diploma works at both universities were also written on this subject, while
some local communities made an attempt to identify the dynamic entrepreneurs in their
environment, i.e., the owners/managers of companies which have the potential of fast
growth, giving the potential of new job creation.

Managing the entrepreneurial process

We still do not have any longitudinal studies on this theme, only partial and incomplete
assessment of the field. The majority of investigations are sporadic and lack corre-
sponding quantitative support and background. The studies on intrapreneurship are
predominantly descriptive and at the level of textbook case-studies. However, some
Slovenian companies were, at least, partially restructured through the intrapreneurship
projects (Mulej, et al., 1990; Berginc, 1993).

Some other management related research themes can be found, but unfortunately they
do not follow the same research pattern. The findings are very frequently incomparable
and consequently, less applicable. However, we have at our disposal some findings in
the field of women's entrepreneurship in Slovenia (Rumbak, 1995), as well as in the
area of the development strategies used by small and medium-size companies (e.g.,
Pucko, 1995).

The project named “Entrepreneurship, Business Policy and Management Project”
is considered to be a relatively comprehensive research project within the field of
management of small and medium-size enterprises. The project is in its third year at
the Institute of Entrepreneurship and Small Business Management at the University of
Maribor. This project thoroughly deals with the issues of Slovenian entrepreneurship
from the aspect of its management. It is a comprehensive, longitudinal project, not only
with sound international participation but also with appropriate output in the form of
scientific conferences, journal articles and books (Belak, et al., 1993). It lacks, however,
certain quantitativity.

We have few investigations in the area of financing of small businesses and of marketing,
some themes on innovation in SMEs, few on the connection of innovation and entre-
preneurship and creative activity in companies, and some themes about educational
models for entrepreneurship.

(36}



The strengths and weaknesses of the entrepreneurship
and small business research in Slovenia

What concerns us most is the fact that the investigations on entrepreneurship
and small business are still not seen from a long-term perspective focusing on the future.
They are still, to a great extent, left to the research interest of individual researchers.
The unplanned and unorganised behaviour of the State in this field is largely the result
of arbitrary decisions about the financing of the research programs within bureaucratic
government bodies which cannot understand the entrepreneurial process.

The great variety of approaches of various researchers can also be observed. Firstly, the
phenomenon of entrepreneurship or the entrepreneur as its key element, and secondly
in what way the environment can have an impact on the development of entrepreneur-
ship (either to promote or hinder it), and especially to what extent the State with its
promotional instruments can contribute to an accelerated development.

Since investigations are relatively diverse it is also difficult to talk about common
methodological approaches and methodologies. Nevertheless, it must be stated that
quite a great deal of data and many facts are already available; many interviews were
conducted, some statistics are obtainable and some regression analyses were carried
out. What is actually lacking is the synthesis and an appropriate methodology with
which a mass of available data could be processed and, in this way, transformed into
information adequate for further research studies.

In general, it can be said that the descriptive research, with a great emphasis on
qualitative approaches, is still prevailing and that there is not yet close co-operation
between Slovenian researchers of entrepreneurship and small business and researchers

from other countries.

Table 2: Overview of references considered in bibliographic units

1990 1991 1992 1993 1994 1995  Total %

A:

1. Books 1 1 1 3 6.5
2. Master's theses 1 2 3 1 3 10 22.0
3. Doctoral dissertations 2 1 3 6.5
TOTALA 1 1 5 5 1 3 16 35.0
B. Chapters in books 1 1 2 4.0
C. Refereed journals 4 1 1 2 2 3 13 29.0
D. Other profess. journ. 1 1 1 1 4 8.0

E. Conference papers 2 3 9 10 24.0
TOTAL A-E 5 5 6 12 10 1 45 100.0

The statistical profile of 45 references (i.e., the ones we considered to be important
enough to be investigated for this paper) shows (see Table 2) that 22 per cent of them are
Master theses, 37 per cent are articles in journals, and 24 per cent conference papers.
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What worries us is not the structure, but the fact that an overwhelming majority of those
studies are published (or presented) within Slovenia and in the Slovenian language.
This limits the potential for discussion within the international academic community,
even though some of the findings of those researches are very relevant and worthwhile.

Strengths that can be noticed in the entrepreneur ship and small business research in
Slovenia stem from the specifics of entrepreneurship development in Slovenia, which
did not begin with the fall of the Berlin Wall. Quite a few years before the introduc-
tion of private companies, private craft and private agriculture were well developed in
Slovenia. Also, during the last thirty years universities and research institutions have
been sufficiently involved in the world research trends within economics, even though
before the late eighties they did not deal with entrepreneurship and small business as
aresearch phenomenon in particular.

The strengths also He in the fact that entrepreneurship and small business are increas-
ingly gaining in respect and status, and thus scientific research interest in this field is
increasing. A growing number of young researchers are entering this field, joined by
senior researchers.

The fundamental weakness of entrepreneurship and small business research is far
from true only for Slovenia; namely, when dealing with new problems researchers often
use out-of-date research paradigms and do not co-operate with each other sufficiently.
The problem lies in the fact that in many places the fundamental paradigm and the
general view on the economic reality, have still remained unchanged just as though
nothing had happened in the economic and social system. This, of course, has reduced
the possibility of reaching excellent research achievements.

Research projects are still, to a great extent, dependent on the financing tailored by
state bodies, where entrepreneurship has not yet acquired enough recognition. Because
of the “adolescence” of entrepreneurial development in Slovenia there are no private
foundations or private financiers who would be interested in sponsoring entrepreneur-
ship and small business research.

Prospects of entrepreneurship and small business research in Slovenia

Overall, the research into entrepreneurship and small business in Slovenia meets the
requirements of practice and themes opened up by the development of entrepreneur-
ship. Apparently, the time of the “historical themes” has run out in the research into
entrepreneurship in Slovenia. Research is being focused more and more on topics and
problems which companies and their environment encounter. There is a shortage of
skilled researchers, especially ones trained in an academic environment where years
ago entrepreneurship gained its reputation (USA, Sweden, etc.). In addition, no adequate
financial infrastructure for supporting major research projects has yet been developed.

Slovenian researchers of entrepreneurship and small business also lack the appropriate
data base infrastructure needed for thorough studies. The State needs to provide
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elementary statistical data mechanisms, so that in future researchers will not have to
struggle to obtain very basic statistical data.

Slovenian researchers of entrepreneurship and small business should more intensively
go for joint European research projects and join the European research area with
compatible research themes, approaches and methodologies. Looking from this
prospective we see some shifts that should be encouraged within Slovenian entrepre-
neurship and SME research (Figure 2). It should be more quantitative and more focused
on company, opportunity and resources, as well as on the growth and harvesting phases
of the entrepreneurial life cycle.

Figure 2: Shifts needed in entrepreneurship and SME research in Slovenia

FROM T0

Entrepreneur and his/her characteristics Opportunity and resources
Environment Managing the company
Macroeconomics Microeconomics

Start-up phases Growth and harvesting phases
Qualitative Quantitative

National International

There is also a need to carry out more research with international teams of researchers
so as to gain the benefits of the two-way flow of information, research skills and
methodology development. Research findings should be more extensively reported at
international conferences and published in international journals.
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Summary

This paper explores absorptive capacity as a barrier to regional development. In
the first part we outline concepts of absorptive capacity, unlearning and knowledge
exchange. On the basis of Global Entrepreneurship Monitor (GEM) data we argue that
the development of absorptive capacity in Slovenia is stagnant because of the low level
of internationalization of Slovenian firms, the local market and local employment; path
dependency of socialist remnants such as anti-competiveness values or egalitarism;
and a lack of internal and external activation triggers due to low innovativeness. Data
from another survey displayed a very low level of cooperation between universities
and SMEs. Firms do not develop their absorptive capacity, which would enable them
to acquire new knowledge and adapt it to their needs.

Keywords: entrepreneurship, absorptive capacity, regional development, knowledge transfer

Introduction

This paper stands on the classical definition that an entrepreneur is a person capable
of recognizing an opportunity and collecting the resources needed for its exploitation,
and that economic development is crucially dependent on entrepreneurship (Acs, 2002;
Barretto, 1989; Baumol, 1993; Casson, 1982; Hebert and Link, 1989; Kirzner, 1973;
Leibenstein, 1968; Von Mises, 1949; Schultz, 1990; Schumpeter, 1934). We understand
that the development of any region is grounded in the development of entrepreneurship,
while the level of development should be measured by the overall quality of life of people
in the area. One way of fostering regional development on the basis of entrepreneurship
is to motivate and encourage people in the area to start their own entrepreneurial careers;
another way is to stimulate existing entrepreneurs to develop their companies. We take
into account the fact that the decision whether a company will grow or remain at the level
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of a self-employment cell or micro business is not in the hands of government, regional
authorities, municipalities or political parties. It is a decision that the leading entrepreneur
or owner of the company has to take, together with his or her team.

Business has globalised, and with ever-increasing globalisation it is very important for
local communities to take advantage of the key competencies and skills of local people and
companies. Regional communities should cherish core skills and competencies in their
locality, and, in cooperation with entrepreneurs and authorities, look for ways to remove the
many barriers that hinder the achievement of excellence and capitalising on the region’s
strengths. Innovations that bring about new combinations of production factors are formed
in established firms, as well as in the continuing appearance of new enterprises. Sources of
knowledge, such as universities, play a key role in regional development but only in cases
where partners in the knowledge transfer process are capable of understanding the need for
new knowledge and have developed critical skills for embracing it.

The situation in the whole Central and Eastern Europe confirms that gaining the
appropriate level of absorptive capacity is not a by-product. When current knowledge
and required new knowledge are closely related, learning is not difficult, and an increase
in absorptive capacity is almost automatic. But when there is a wide gap between current
knowledge and new knowledge, individuals and organisations have to invest in it. An
important part of investment is unlearning obsolete knowledge and values that impede
our ability to accept new information and exploit it.

The exchange of knowledge among different agents is critical to the process of learning
and creating absorptive capacity. An organisation’s absorptive capacity to embrace and
implement knowledge in its environment can foster or impede the transfer of knowledge.
Improving absorptive capacity makes individuals and organisations more capable of
recognising, accepting and exploiting new knowledge and skills. As the process runs
within organisations as well as between them, we need to take into account different
levels of organisational structure and routines that are embedded in them, as well as
the social and economic environment of the organisation.

This paper seeks to enhance the understanding of some barriers to regional development.
In this endeavour we use three intellectual scaffolds: absorptive capacity, unlearning
and knowledge exchange. First, we outline the said concepts to show a small part of
the complexity surrounding the regional development of a transition country lacking
experiential knowledge. Second, we analyse some barriers to regional development that
originate in absorptive capacity, and, finally, we discuss some implications.

Absorptive capacity

Cohen and Levinthal (1990) coined the term “absorptive capacity” to describe the
observation that prior related knowledge enables a recognition of the value of new
information, its assimilation and its application to commercial needs. They emphasised
that “the ability to assimilate information is a function of the richness of the pre-existing
knowledge structure: learning is cumulative, and learning performance is greatest when
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the object of learning is related to what is already known” (Cohen and Levinthal, 1990,
131). According to that, learning is more difficult when individuals and organisations
are faced with an unfamiliar situation, which was a major case with post-Communist
European countries. After the fall of the Berlin Wall and the break-up of Yugoslavia,
new states were established and the transition from Communism to capitalism took
place. Countries, organisations and individuals were faced with many new areas of
knowledge previously unknown to them: democracy, the concept of capital and profit,
privately distributed property rights, entrepreneurship etc.

Determinants of absorptive capacity as grouped by Schmidt (2005) are:

¢ Re&D activities, measured by items such as R&D expenditure, continuity of R&D
activities or the existence of R&D labs;

e Related prior knowledge and skills, where one should be alert on the path to
dependency and the cumulative nature of absorptive capacity, employees' level of
education and the presence of “gate keepers” who are capable of creating a common
language needed for mutual understanding in the process of knowledge transfer;

¢ Organisational structure and human resource management practices that enable
motivation and the transfer of knowledge among individuals and across organisations.

Absorptive capacity is a dynamic capability that influences the firm's competitive advantage
(Zahra and George, 2002). Absorptive capacity differs between potential absorptive capacity
and realised absorptive capacity. The first deals with the acquisition and assimilation of
knowledge, and the second is concerned with its transformation and exploitation. Acquisition
is a firm's capability to identify and acquire externally generated knowledge that is critical to
its operations. Assimilation refers to the firm's routines and processes that allow understand-
ing and process the information obtained from external sources. Transformation indicates
the firm's capability to develop and refine the routines that facilitate combining existing
knowledge and newly acquired and assimilated knowledge. Exploitation is an organisational
capability and is based on the routines that allow firms to upgrade existing competencies or to
create new ones by incorporating acquired and transformed knowledge into its operations. It
reflects a firm's ability to harvest and incorporate knowledge into its operations. The outcomes
of systematic exploitation routines are the persistent creation of new goods, systems, processes,
knowledge, or new organisational forms (Zahra and George, 2002).

Learning and unlearning

Many definitions of organisational learning and knowledge sharing exist (Hedberg,
1984; Cummings, 2003; Argyris, 2004; Esterby-Smith and Lyles, 2005). According to
the definition that “an organisation learns in only two ways: (a) by the learning of its
members, or (b) by ingesting new members who have knowledge the organisation didn't
previously have” (Simon, 1991, p. 125) we should also pay attention to the individual
level, as the learning and unlearning takes place at both levels.

If, according to Johanson and Vahlne (1977), knowledge is stored in the decision-making
system, when decision-makers leave the company, that knowledge is lost. During the
period 1990-1995 many new companies in Slovenia were formed by managers who had
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“dropped out” of large and medium-sized companies. As many managers of previously
(big) socialist companies usually formed their own companies as sole proprietorships,
the experiential knowledge embedded in organisational routines has been lost. Large
and medium-sized companies have lost the expertise gained in international markets,
while newly formed (very often one-man band) companies have not had the resources to
globalise. They tried to innovate in order to gain competitive advantage, but faced very
low success rates on innovation projects (Kroslin, 2004). They may have had the desire,
but not the capital and the people.

The hierarchy of routines (Nelson and Winter, 1982) would lead us to conclude that changing
the dominant beliefs of top managers could be the answer. But here again, we enter the twilight
zone of transitional economies, where institutional arrangements are not built up yet, rules
of the game and the structures of payoffs (Baumol, 1990) are not determined, many agency
problems exist, false cooperation (Rebernik, 1999) is taking place, and the requisite holism
is missing (Rebernik and Mulej, 2000). For unlearning to take place intentional forgetting
of some parts of existing individual and organisational knowledge is needed. A firm must
“disorganise” some part of its knowledge store (Holan, Phillips and Lawrence, 2004). Similar
disorganisation must take place also at individual level.

Transitional economies, such as that of Slovenia, lack, to a greater extent than mature market
economies, each type of experiential knowledge: business, institutional and knowledge on
how to internationalise. None of them can be obtained without costs, and they are hard to
plan in advance (Eriksson, Johanson and Majkgard, 1997). Business knowledge, i.e. the
knowledge about customers, competitors and foreign markets, is similar to the knowledge
the firm doing business at domestic markets is already exploiting. Institutional knowledge is
much harder to obtain. It comprises knowledge of government and institutional frameworks,
rules, norms and values in the targeted markets. The third type of knowledge is that related
to the process of internationalisation, and is very firm-specific, embedded in the routines,
norms and structure of the firm (Blomstermo, Eriksson and Sharma, 2004).

Understanding organisations as information-processing systems, where experiential
knowledge is stored in organisational memory (Christensen et al., 2004) brings an important
caveat for transitional countries like Slovenia. During their “previous life” in socialism/
Communism these countries accumulated much experiential knowledge; this knowledge
has grown obsolete and should be disposed of because it has become useless and impedes the
accumulation of new knowledge and the creation of absorptive capacity. Any understanding
involves both learning new knowledge and discarding obsolete and/or misleading knowledge.
Sometimes the unlearning may be as important as the acquisition of new knowledge (Hedberg,
1984; Sinkula, 2002). Nevertheless, until recently, not much research has been devoted to the
area of unlearning, even though the presence of certain knowledge may constrain learning
or even encourages ineffective learning (Cummings, 2003).

Regional development and knowledge exchange

In general, studies on absorptive capacity by foreign researchers show that the major
influences on absorptive capacity come from: (1) R&D expenditure, (2) internal and external
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knowledge base, (3) internal and external cooperation (Waalkens et al., 2004. Escribano
et al. (2005) examined the impact of absorptive capacity on innovation performance and
concluded that firms with higher absorptive capacity were more innovative independent.
Many determinants influencing absorptive capacity (Waalkens et al., 2004; Escribano
et al., 2005; Schmidt, 2005) are at the same time determinants of innovation potential
(Kroglin, 2004). Some authors (Lane, Lubatkin, 1998; Ahuja, Katila, 2001) found that for
the effective transfer of knowledge, partners have to equilibrate similarities and diversities
in their knowledge base. Zahra and George (2002) observed that the concept of absorptive
capacity is often confused with its outcome. Thursby and Thursby (2002) examined the
role of faculties in university-industry licensing and concluded that absorptive capacity is
important for monitoring when there is no license, but that license terms can deal with the
moral hazard problem. As R&D activities are central to the concept of absorptive capacity,
the literature typically views R&D partnerships and in-house R&D as complementary
strategies, rather than alternatives (Scott, 2002). A research partnership, therefore, can be
seen as an alternative source of absorptive capacity. Veugelers and Cassiman (2005) noted
that in Europe, a gap exists between high scientific performance and industrial compet-
itiveness. However, in examining the specific characteristics of scientific knowledge,
they perceived that R&D cooperation between universities and industry is character-
ised by high uncertainty, high information asymmetries between partners, and high
transaction costs for knowledge exchange requiring the presence of absorptive capacity,
high spillovers to other market actors (i.e. a low level of appropriation of benefits from the
knowledge acquired), and restrictions for financing knowledge production and exchange
activities due to risk-averse and short-term oriented financial markets. Adams, Chiang
and Jensen (2000) and Dutta and Weiss (1997) reported the importance of firm size and
of a company’s own R&D for successful cooperation. On the other hand, Mohnen and
Hoareau (2002) did not find R&D intensity to be significantly related to cooperation with
universities.

Surveys in Slovenia show poor cooperation between SMEs and universities (Bartlett
and Bukvic, 2005; Rebernik et al., 2005, 2006). One of the key problems in connecting
universities and SMEs in Slovenia is the lack of technological development of small
enterprises. In addition, they have a short research horizon and often lack the knowledge
needed for cooperation. Furthermore, academic staff are not particularly interested in
cooperating with smaller enterprises, as they generate little or almost no income. In-
stitutional, cultural and infrastructural barriers can all be identified as explanations
for the lack of success in knowledge transfer (Rebernik, 2003).

Among institutional barriers, the way the Slovenian university system functions is the
most influential. It does not direct researchers and staff into the commercialisation of
research. Universities are still predominately pedagogical, rather than research insti-
tutions. Academics mainly need to teach and research to meet their obligations. To gain
promotion and tenure, teaching staff need to publish papers and gain citations, rather
than prove the practical applicability of their research.

Considering cultural barriers, the prevailing mode of thinking at universities is still
mainly administrative. The transfer of innovation into entrepreneurial practice is a
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complex process that needs to be dealt with as a whole. The complexity of this process
is even greater in the university environment, where public and private interests are
combined. Most innovations that can be commercialised come from technical faculties
where little business knowledge is available, and where the creators of innovation rarely
have any entrepreneurial knowledge or experience. Successful transfer of knowledge
can only be made possible if a university is capable of promoting creative teamwork
between technical and business knowledge, and establishes cooperation with successful
companies, investors and various support institutions. The prevailing system of values
at institutions of higher education in Slovenia is not inclined towards entrepreneur-
ship. The peculiarities of Slovenian academic culture, which often sees involvement in
commercial tasks as a violation of consecrated research work, makes the transfer and
commercialisation of technology even more difficult.

Among infrastructural barriers for technology transfer is the relatively underdeveloped
economic and business environment surrounding universities, together with a lack
of efficient promotional mechanisms and schemes. Universities have no supporting
mechanisms to facilitate the weak cooperation that exists between universities and
business. The practice of setting up companies stemming from the cooperation between
a university and its partners is not valued in Slovenia. None of the Slovenian universi-
ties has yet developed business incubators that would facilitate the transfer of research
directly into entrepreneurial practice. The entrepreneurial scope of Slovenian univer-
sities and research institutes is still limited to single cooperation agreements and rare
joint projects with established (larger) firms.

The Slovenian Entrepreneurship Observatory (Rebernik et al., 2006a) and Regional
Entrepreneurship Monitor and cultural norms (Rebernik et al., 2006b) have examined
cooperation among SMEs in Slovenia and have reported on the low level of cooperation
among SMEs. The first research investigated cooperation between SMEs and large
companies in Slovenia and found that almost 60% of the respondents did not have any
cooperation with large companies, except for buying their products or services. However,
the same study found that cooperation has a positive impact on growth aspirations.
Among the reasons for cooperation the most frequently used are improvement of
business processes (54%) and joint product development (49%). In the same study, the
SME:s stated that they did not have enough training and qualifying support. Forty seven
percent of SME’s are in favour of acquiring knowledge from large companies and 50%
are in favour of accessing new technologies through cooperation.

Methodology

The hypothesis that absorptive capacity may be a barrier to regional development was
examined in the light of the evidence from two surveys. The first is the Global Entre-
preneurship Monitor, in which Slovenia has participated since 2002, and the second
is the CrossbhoR&D 2006 survey in the framework of the project INTERREG III A,
Neighbourhood Program Slovenia, Hungary, Croatia.

{46]



The Global Entrepreneurship Monitor (GEM) is a large-scale research programme
launched in 1997 by leading researchers in the field of entrepreneurship at the London
Business School (United Kingdom) and Babson College (United States). In subsequent
years a consortium of national teams in participating countries was created and Slovenia
joined it in 2002. The methodology has been developed and augmented over the past
eight years. GEM seeks to uncover the links between entrepreneurship and economic
growth and development. The main aim of the GEM is to provide an annual assessment
of entrepreneurial activity across countries. We study numerous factors that potentially
affect differences in entrepreneurship rates, and attempt to provide new insights into the
extent and significance of the entrepreneurial process in order to better understand how
the creation of an appropriate supportive environment can enhance entrepreneurship.

The main aim of the GEM is to identify differences in the level of entrepreneurial
activity in different countries and their relationship with national economic growth. It
also explores why some countries have a higher level of entrepreneurial activity than
others and what can be done to raise the level of national entrepreneurial activity. The
basic GEM model is based on the notion that the specific circumstances for conducting
entrepreneurial activity in an individual country affect the size and scope of entrepre-
neurship, which in turn affects economic growth and development. The entrepreneurial
process is heavily affected by the entrepreneurial opportunities available to people, and
their capacity to pursue new business ventures. All of this affects business churning
in the private sector of the economy, where new ventures and firms are born, contrib-
uting in turn to economic growth. The model thus assumes that entrepreneurship is
a driver of economic growth. In the context of social, cultural, political and economic
circumstances in a country, general national framework conditions and entrepreneurial
framework conditions affect entrepreneurial activity, which results in economic growth.
The linkages between entrepreneurial processes and growth can only be revealed in a
global context given data from a large number of countries.

The survey and its methodology are described in detail in Reynolds et al. (2005); global
and national surveys are available at www.gemconsortium.org. GEM research employs
four basic data collection mechanisms. Three of them provide the primary data collected
especially for the GEM, which are then combined with data from secondary sources. The
data are obtained from a survey of a sample of the adult population, personal interviews
with national experts on particular sets of entrepreneurial framework conditions; a
detailed questionnaire completed by national experts and established international
sources of standardised data.

The second database was created within the CrossboR&D project, started in 2005 at a
cross-border network of three university centres in Maribor (Slovenia), Osijek (Croatia)
and Pecs (Hungary). Its main objective was to determine the willingness and ability of
SMEs to cooperate with universities and to adopt new knowledge. The project consists of
two main parts. In the first part we employed structured interviews to collect data from
research institutes and laboratories inside faculties in all three university centres. The
second part was focused on the companies. We developed and applied the methodology
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to measure the absorptive capacity of SMEs. A survey was conducted among SMEs
from the North East region of Slovenia and included all NACE classification industries.

The questionnaires were sent by post and 84 answers from firms located in North
East Slovenia were received. The response rate was 4,2%. The same questionnaire was
translated into Croatian and Hungarian and also sent by post. While preparing this
paper only Slovenian data were available; later on this data will be complemented with
data from Croatian and Hungarian partners (approximate sample size 350), and balance
sheet and income statement data will be added.

Results

When talking about absorptive capacity Zahra and George (2002: 193-194) made some

propositions we want to consider when thinking about barriers to regional development:

e The impact of external sources and knowledge complementarity: the greater a firm's
exposure to diverse and complementary external sources of knowledge, the greater
the opportunity is for the firm to develop its potential absorptive capacity.

e Experience: experience will influence the development of a firm's potential
absorptive capacity. Specifically, experience influences the locus of search and
the development of path-dependent capabilities of acquisition and assimilation of
externally generated knowledge.

e Activation triggers: activation triggers will influence the relationship between the
source of knowledge and experience and potential absorptive capacity. Specifically, the
source of an activation trigger will influence the locus of search for external sources of
knowledge while the intensity of the trigger will influence investments in developing
the requisite acquisition and assimilation capabilities (Zahra and George, 2002).

Based on the GEM data for Slovenia we hypothesise that the development of entrepre-
neurial absorptive capacity in Slovenia is very likely stagnant because of (a) the low level
of internationalisation of Slovenian firms, the local market and local employment; (b) path
dependency of socialist remnants such as anti-competitiveness values or egalitarianism;
and (c) a lack of internal and external activation triggers due to low innovativeness.

Low level of internationalisation of Slovenian firms, local market and local employment

Looking at organisational learning in Simon's (1991) way and understanding interna-
tionalisation as a learning process, one can expect a company to internationalise if (a)
individuals are willing and capable of learning, or (b) where a company is open and capable
of employing diverse people. Due to the short entrepreneurship history of Slovenian
companies, there are not many established routines that would facilitate learning for its
employees, and as employment is local, the process of learning is suppressed.

Visiting exhibitions and fairs, reading professional literature and organising meetings
for the exchange of information are among the most important methods enterprises
use to increase the level of knowledge, experience and skills. Between 70 and 80 per
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cent of surveyed Slovenian enterprises use these methods more often than European
companies do (between 30 and 60 per cent of surveyed enterprises). Both Slovenian and
European large enterprises use these methods more frequently. The next important
method is cooperation with advisers, which is used by 59 per cent of Slovenian SMEs
and 33 per cent of European SMEs (Rus and Kroslin, 2004).

Contrary to this good news on the learning interests of Slovenian SMEs, other indicators
display the low exposure of Slovenian companies to international competition. We
gained an insight into the international orientation of the entrepreneurs within GEM
research (Rebernik et al., 2006) by asking adult individuals showing entrepreneur-
ial activity the following question: What proportion of your customers normally live
outside your country? Is it more than 90%, more than 75%, more than 50%, more than
25%, more than 10%, or 10% or less? As can be seen from Table 1 the great majority of
Slovenian companies have a small share of outside customers, and 34% of established
companies and 41.4% of new companies have no exposure to the international business
environment, as they have only domestic customers.

Table 1: Exposure to the international environment

Percentage of customers  Nascent New Established

living outside country (up to 3 months) (from 3 to 42 months)  (older than 42 months)
0 20.2 M4 34

from 1to 24% 38.2 28.3 40.2

from 25 to 74% 15.4 18.1 14.9

from 75 to 100% 17.3 5.5 9.7

no answer 8.9 6.6 1.2

Path dependency of socialist remnants such as anti-competitiveness values or egalitarianism

We gained some insight into shared egalitarian values in Slovene society within GEM
research (Rebernik et al., 2006) by asking the adults if they agreed with the statement: In
your country, most people would prefer that everyone had a similar standard of living.

The results of the GEM research show that in 2004, 83.34% of adults in Slovenia agreed
with this statement, which ranked Slovenia at the top among the European countries. In
2005 the research reveals a much lower percentage — only 49.64%. Since it is unlikely that
shared norms in society change drastically in a very short time, the results should be treated
with caution, and should be checked and compared with the results of similar research in
2006 and in ensuing years. However, there is no doubt something is going on in Slovene
society regarding shared norms and people’s values.

Asthe results of the GEM research imply, Slovenia’s cultural and social norms are not partic-
ularly conductive to entrepreneurial ventures. We gained an insight into cultural and social
norms as one of the entrepreneurial conditions that directly or indirectly shape conditions for
the start-up and growth of new firms within GEM research by interviewing national experts.
In 2005, these experts placed Slovenia 31 among 33 GEM countries, implying that the extent
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to which culture supported individualism and personal independence, and the extent to which
people accept the economic, social and psychological risk associated with entrepreneurship,
are not especially conductive to entrepreneurial activity in Slovenia.

The experts were the most critical of the willingness of Slovenes to accept the business risk
of decision-making for their own firms. This could largely be attributed to halfa century of
encouraging the people towards collectivism and extensive social security, although even
before that Slovenes were probably not among the most entrepreneurial of nations.

Lack of internal and external activation triggers due to low innovativeness

Many sources report on the low innovativeness of Slovenian companies. Within GEM
research (Rebernik et al., 2006) we asked individual adult entrepreneurs the following
three questions:

e Isyour product or service new and unknown to all your potential customers, to some
of your potential customers, or to none of your potential customers?

e Have the technologies or procedures needed in the production of this product or
service been generally available for less than one year, for one year, for five years or
for more than five years?

¢ Right now, are there many, few, or no other businesses offering the same products
or services to your potential customers?

On average, nascent Slovenian entrepreneurs are more convinced than new and
established entrepreneurs that their products or services are new to all potential customers
(19.5%); only 5.6% of experienced established entrepreneurs believe so. However, a serious
doubt arises in relation to the correctness of the conviction by nascent Slovenian entre-
preneurs regarding the newness of their products, since in the vast majority of cases they
use technology which has already been available for five years or more. The percentage
of new entrepreneurs who use old technology is similarly high (on average 78.5%). The
greatest proportion of new technology is found in established businesses, as an average of
14% of them are convinced that they use technology which was unavailable a year ago. The
GEM data cannot verify to what extent this information is accurate. If it is, then the case
is concerned only with the technology that solely enables better utilisation of resources
and higher production but does not involve new products, since, on average, only 5.6% of
the same entrepreneurs claim their products are truly new.

On average, one fifth of nascent Slovenian entrepreneurs and 4.1% of established entre-
preneurs are convinced they have no competition for their products and services. More
than 60% of new and established entrepreneurs believe there are many other companies
which offer the same or similar products, which coincides with the finding about the
low percentage of new products. It is apparent that the introduction of new products and
new technologies, together with the encouragement to transfer innovative ideas from
universities and institutes into companies still remains a priority for economic policy,
which would want to raise the competitiveness of the Slovenian economy.

{50/



Low level of cooperation and knowledge exchange

The results from the recent CrossboR&D research project show that it is not a common
practice for individuals, firms and other organisations in Slovenia to cooperate. Despite
the progress the economy has made in a relatively short period of time, the picture has
not changed dramatically. The shares of surveyed companies that have not cooperated
during the past three years are very high: with institutes at Universities (59,2%), the
Slovenian Public Agency for Entrepreneurship and Foreign Investments (57,1%), Regional
Development Centres (53,8%), the Craft Chamber of Slovenia (61,3%), Technology Parks
(71,1%) and the Innovation Relay Centre of Slovenia (81,3%). Obviously, firms do not use the
services and exploit opportunities that support institutions presumably offer. Only 6,6%
of firms frequently cooperated with universities, and only 9,2% intend to do so. Firms still
lack knowledge about cooperation, which is directly correlated to their absorptive capacity.

Only two out of 13 schools within Maribor University established at least one type of formal
or informal cooperation with more than 10% of surveyed firms. The most important type
of cooperation is having contact with an individual at university (43% of all cooperation),
followed by informal individual cooperation (25%). Formal individual cooperation (18%)
and cooperation with an institute within the faculty (14%) are much less frequent. Results
show that the University of Maribor does not have appropriate mechanisms in place to
foster formal, frequent and long-term cooperation with firms.

Despite the fact that the majority of companies surveyed self-evaluated their
absorptive capacity as good (58%) or even very good (33%), it is clear reasons for the
low level of cooperation lies with both partners, the university as well as firms.

Figure 1: Reasons assigned to university and its members

REASONS ASSIGNED TO UNIVERSITY AND ITS MEMBERS

We are not familiar with the services offered by the faculties

The response time is too long Faculties do not offer anything at all

The services offered by the . Faculties do not offer
faculties are too expensive : 26.8% proper services

Faculties have not appropriate The knowledge at the
technology at their disposal ' faculties lags behind
entrepreneurial practice

There are no adequate mechanisms for the Faculties have no interest in
transfer of knowledge available (entrepreneurial cooperating with enterprises
incubators, technology transfer offices, etc.)
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The most frequently assigned reason for low level of cooperation is the lack of
knowledge about the services offered by the faculties. Universities are still primarily
educational institutions financed by the state and until now have not had to compete on
the market. Therefore, they lack the knowledge and infrastructure for the successful
marketing of their services. At the same time, firms see that there are no adequate
mechanisms for the transfer of knowledge, and that the response time is too long.
The firms also perceive that the knowledge universities can supply lags behind en-
trepreneurial practice. Companies are not satisfied with educational programs, some
technical experts’ reports, and cooperation with research institutions in accomplish-
ing different projects and even consulting.

Figure 2: Reasons assigned to enterprises themselves

REASONS ASSIGNED TO ENTERPRISES THEMSELVES

We have no interest in the services offered by the universities or their members

50,0% ) 92.5%

We have no adequate
knowledge and personnel to

We do not percieve
the knowledge of

the universities 5 8.8% establish the cooperation
to be useful {
23.8%
35.8%
We do not have the We do not introduce such
necessary funds for a number of improvements
cooperation at our disposal and innovations that would

make assistance by the
universities inevitable

Due to previously discussed reasons, companies show a lack of interest in the services
of a university. At the same time they admit that they do not have the necessary funds
for cooperation and that they do not introduce a lot of innovations. But they do not
admit that they do not have appropriate knowledge and the personnel to establish
high-quality cooperation.

Results confirm that many institutional and infrastructural barriers still exist in
Slovenia, which, in combination with the remaining cultural barriers, presents
a difficult task for both sides to develop absorptive capacity and to turn potential
cooperation to their competitive advantage.
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Conclusions

Even though business has globalised, many sources of competitive advantage derive
from local environment. In times of continuous change it is crucial for the competi-
tiveness of firms that they possess relevant new knowledge, and use it for innovation
and application to their business routines. To do that, they first have to be aware
that some of their knowledge, on which their successful business is based, becomes
obsolete after a while and sometimes even harmful for their future success. They
have to go through a deliberate unlearning process, recognise the need to gather new
information, adapt it to their needs, transform it and spread it across the organisation.
Absorptive capacity is a skill that has to be learned and maintained. Only this way
will they be able to take advantage of the competencies and endowments of the local
environment. Of course, this will occur if some external economies of scale in the local
environment are available, and if support institutions have something useful to offer.

Our research confirmed that for Slovenian firms’ cooperation with different partners,
which is so important for the development and transfer of knowledge, is still not an
ordinary way of doing business. Small firms rarely cooperate with medium-sized or
big companies. They do not take advantage of the services support institutions provide.
Their internationalisation is poor. Especially weak is the cooperation between firms
and universities, which, by definition, should be the main source of new knowledge
in the community. The reasons can be found on both sides.

Universities and their members lack formal mechanisms to transfer their knowledge
and inventions. Even the existing low level of cooperation is based mainly on
individuals and is informal. Many surveyed companies reported that they are not
aware of the services faculties offer and even believe that faculties and their institutes
have nothing to offer, or that their knowledge is obsolete.

But the barriers to cooperating and effective knowledge transfer are not to be searched
for only at universities. Firms do not develop their absorptive capacity, which will
enable them to access new knowledge and adapt it to their needs. They lack the funds,
people, time and knowledge to begin cooperation and embrace it continuously in the
long term.

The development of absorptive capacity is obviously not an easy task. Institutional,
infrastructural and cultural barriers remain high. If both partners would invest in
the development of high-quality cooperation, they would improve the services offered,
they would both experience mutual satisfaction, and would cherish an interest in
cooperation, which is obviously missing. Universities in CEE never before faced
such competition for students, funds, R&D partners, investors, etc. Their long-term
survival and growth, therefore, depends on the development of new services for new
target groups, tailored to their needs, especially intensive marketing needs. This is
the knowledge they currently do not possess. They are trying to teach others, but fail
to learn themselves.

{53}



REF

2.

10.

11.

12.

13.

14.
15.

16.
17.

18.

19.
20.

21.

{54}

ERENCES

Acs, J. Z. (2002): Innovation and the growth of cities. Edward Elgar, Cheltenham.

Adams, J., Chiang E., Jensen, J. (2000): The influence of federal laboratory R&D on industrial
research, NBER working paper 7612.

Ahuja, G., Katila, R. (2001): Technological acquisition and the innovation performance of
acquiring firms: a longitudinal study, Strategic Management Journal, p. 197-220.

Argyris, C. (2004): On organizational learning, 2nd ed., reprinted, Malden, US: Blackwell.

Barreto, H. (1989): The Entrepreneur in Microeconomic Theory: Disappearance and Explanation.
Routledge, New York.

Bartlett, W., Bukvié, V. (2005): The promotion of innovation in Slovenia through knowledge
transfer from higher education institutions to SMEs, Working paper No. 57.

Baumol, W. (1990): Entrepreneurship: Productive, Unproductive, and Destructive, Journal
of Political Economy, Vol. 98, No. 5.

Blomstermo, A., Eriksson, K., Sharma, D. (2004): Domestic Experience in the
Internationalization Process, Journal of International Entrepreneurship 2, p. 239-258.

Casson, M. (1982): The Entreprencur: An Economic Theory. Barnes and Noble, Totova.

Christensen, P. R., Andersen, P. H., Damgaard, T., Munksgaard, K. B. (2004):
Internationalization of Sourcing and Knowledge Development: An Organizational Routine
DPerspective; Paper presented at LOK Research Conference, December 1-2, 2003, Middelfart.

Cohen, W. M., Levinthal, D. A. (1990): Absorptive capacity: A New Perspective on Learning
and Innovation, Administrative Science Quarterly, Vol. 35, No. 1, p. 128-152.

Cummings, J. (2003): Knowledge Sharing: A review of the literature, World Bank OED, available
online: http://Inweb18.worldbank.org/oed/oeddoclib.nsf/DocUNIDViewForJavaSearch/
DIE389ET414BE9IDES5256DC600572CA0/$file/knowledge_eval literature_review.pdf

Dutta, S., Weiss, A. (1997): The relationship between a firm's level of technological
innovativeness and its pattern of partnership agreements, Management Science, p. 343-356.

Eriksson, K., Johanson, J., Majkgard, A. (1997): Experiential Knowledge and Cost in the
Internationalization Process, Journal of International Business Studies, Vol. 28, No. 2, p. 337-
360.

Escribano, A., Fosfuri, A., Tribo, J. A. (2005): Managing knowledge spillovers: the impact of
absorptive capacity on innovation performance, available online: www.eco.uc3m.es/temp/
alvaroe/IJIO_EFTR005.pdf

Hebert, R., Link, A. (1989): In Search of the Meaning of Entrepreneurship, Small Business
Economics, Vol. 1.

Holan, P. M., Phillips, N., Lawrence, T. B. (2004): Managing Organizational Forgetting, MIT
Sloan Management Review, Winter 2004, Vol. 45, No. 2.

Johanson, J., Vahlne, J-E. (1977): The Internationalisation Process of the Firm - A Model
of Knowledge Development and Increasing Market Commitment, Journal of International
Business Studies, Vol. 8, p. 23-32.

Kirzner, I. (1973): Competition and Entrepreneurship. The University of Chicago Press,
Chicago.

Kroslin, T. (2004): Vpliv dejavnikov invencijsko-inovacijskega potenciala na uspesnost podjetij.
Univerza v Mariboru, Ekonomsko-poslovna fakulteta.

Lane, P. J.,, Lubatkin, M. (1998): Relative absorptive capacity and interorganizational
learning, Strategic Management Journal, Vol. 19, p. 461-477.



22.

23.

4.

25.

26.

7.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

Leibenstein, H. (1968): Entrepreneurship and Development, American Economic Review,
Papers and Proceedings, Vol. 58, May.

Mohnen, P., Hoareau C. (2002): What type of enterprises forges close links with universities
and government labs? Evidence from CIS2, Managerial and Decision Economics.

Nelson R. R., Winter S. G. (1982): An evolutionary theory of economic change. Harvard
University Press, Cambridge.

Rebernik, M. (1999): Resources, opportunities and cooperation; in George E. Lasker (eds),
Advances in support systems research. Vol. 5, Decision support methodology for human
systems management and its applications in economic and commerce, Windsor, Canada:
The International Institute for Advanced Studies in Systems Research and Cybernetics.

Rebernik, M., Mulej, M. (2000): Requisite holism, isolating mechanisms and
Entrepreneurship, Kybernetes, Vol. 29, No. 9/10, p. 1126-1140.

Rebernik, M., P. Tominc, P., Pusnik, K. (2005): Global Entrepreneurship Monitor Slovenia
2004: Podjetnistvo na prehodu; Maribor, Slovenia: Faculty Economics and Business, University
of Maribor.

Rebernik, M., Tominc, P., Duh, M., Rus, M., Kroslin, T., Bradac, B., Moc¢nik, D., Pusnik,
K. (2006a): Slovenski podjetniski observatorij 2005. IPMMP, Ekonomsko-poslovna fakulteta:
Maribor.

Rebernik, M., Pusnik, K., Tominc, P., Brada¢, B. (2006b): Regionalni podjetniski monitor in
drugbene vrednote. IPMMP, Ekonomsko-poslovna fakulteta: Maribor.

Rebernik, M., P. Tominc, P., Pusnik, K. (2006c): Global Entrepreneurship Monitor Slovenia
2005:Podjetnistvo med Zeljami in stvarnostjo; Maribor, Slovenia: Faculty Economics and
Business, University of Maribor.

Schmidt, T. (2005): What determines absorptive capacity, Paper presented at the DRUID
Tenth Anniversary Summer Conference 2005 on Dynamics of industry and innovation:
organizations, networks and systems, Copenhagen, Denmark, June 27-29, 2005.

Schultz, T. (1990): Restoring Economic Equilibrium: Human Capital in Modernizing Economy.
Basil Blackwell, Cambridge.

Schumpeter, J. (1934): The Theory of Economic Development. Harvard University Press,
Cambridge.

Scott, J. (2003): Absorptive Capacity and the Efficiency of Research Partnerships, Technology
Analysis and Strategic Management, Vol. 15, No. 2, p. 247-254.

Sinkula, J. M. (2002): Market-based success, organizational routines, and unlearning.
Journal of Business and Industrial Marketing, Vol. 17, No. 4, p. 253-269.

Thurshy, J., Thurshy, M. (2002): Who is selling the Ivory Tower? Sources of Growth in
University Licensing, Management Science, 48, p. 90-104.

Veugelers, R., Cassiman, B. (2005): R&D cooperation between firms and universities:
some empirical evidence from Belgian manufacturing. International Journal of Industrial
Organization, Vol. 23, No. 5/6, p. 355-379.

Von Mises, L. (1949): Human Action: A Treatise on Economics. Yale University Press, New
Haven.

Waalkens, J., Jorna, R., Postma, T. (2004): Learning of SMEs in networks: the role of Absorptive
capacity, available online: www.ebrc.info/kuvat/2019 04p.pdf

Zahra, S. A., George, G. (2002): Absorptive Capacity: A Review, Reconceptualization, and
Extension, Academy of Management Review, Vol. 27, p. 185-203.

{55}



[56]



FOSTERING INNOVATION BY s
UNLEARNING TACIT KNOWLEDGE T

Emerald Group Publishing Limited
ISSN 0368-492X

Miroslav Rebernik and Karin Sirec

Abstract

Purpose: The aim of this paper is to investigate the problems of managing tacit knowledge
and the importance of unlearning it. As the main problem of managing tacit knowledge
lies in the fact that it escapes observation and measurement, an adequate framework that
would make some dimensions of tacit knowledge visible has to be developed.

Design/methodology/approach: On the basis of literature surveys the authors discuss
several types of knowledge and issues related to sharing, learning and, most importantly,
unlearning obsolete tacit knowledge dimensions.

Findings: To overcome the perpetual elusiveness of tacit knowledge we present a
framework that could help highlight dimensions of tacit knowledge that can be mobilized
and observed through the manifestation of different behaviour. It is partly possible to
make explicit some dimensions of tacit knowledge that not only contribute to successful
sharing and mutual learning, but also enable the identification of those parts of knowledge
that hinder innovation and should be unlearned. The better we understand the process
of creating and using new knowledge and discarding obsolete knowledge, the more likely
it is that organizations will foster innovative behaviour in organizations.

Originality/value: Introduced insight is important in understanding the importance
of the distinctive requirements of knowledge management related to managing tacit
dimensions. In the turbulent and ever-changing business environment, tacit knowledge
dimensions grow obsolete very rapidly and hinder innovation processes, so ways of
un-learning this obsolete knowledge have to be found.
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Introduction

The development of “hypercompetition” (D'Aveni, 1994) and shortened product lifecycles
hasreduced the degree to which much special knowledge can provide companies with a
sustained competitive advantage. On the one hand, companies are increasingly realizing
that their knowledge base is the basis of their competitive advantage (Svelby, 1997). On
the other hand, they realize that innovation is paramount to sustain these advantages.
To be prepared for new business opportunities, a company must permanently innovate
and change its resources, so that new resources will be adequate for the exploitation of
new business opportunities. Schumpeter (1934) called this evolutionary process creative
destruction.

In knowledge society aimed at sustainable development, the exchange of knowledge
among different agents is of crucial importance. To embrace incoming knowledge and
use it productively, a critical mass of knowledge and skills has to be present already in
the organization. Without an appropriate knowledge base, new knowledge cannot be
absorbed. In the absorption process learning — and un-learning - takes place. Learning
and un-learning is continually taking place in all knowledge areas and with all types
of knowledge, which makes the phenomena very complex and hard to comprehend,
especially because the processes are mutually dependent on social, cultural, economic
and political contexts, which differ from country to country. The better we understand
the process of creating and using knowledge, the more likely organizations will foster
innovative behaviour. Some authors (Von Krogh et al., 2000) argue that “the creation
of knowledge cannot be managed, but only enabled«.

Developing countries and transitional economies lack experiential knowledge to
a greater extent than mature market economies. Understanding organizations as
information processing systems, where experiential knowledge is stored in organiza-
tional memory (Christensen et al., 2004) brings an important caveat for transitional
post-communist countries. During their “previous existence” in socialism/communism
these countries accumulated much experiential knowledge that has since grown obsolete
and should be disposed of because it has become useless and impedes the accumulation
of new knowledge that is so essential for innovation and competitiveness to occur. Data
from the Global Entrepreneurship Monitor reveals that in transitional countries newly
formed companies display low innovativeness, because these businesses are based on
old technologies and with local customers. At the same time these countries have a
very low share of high-growth potential companies and low value added per employee
in established firms (Rebernik et al., 2006; Minniti, 2006; Autio, 2005).

This paper seeks to enhance the understanding of the learning and unlearning processes
in the area of tacit knowledge. The innovation process demands a focus different from that
of other business activities, specifically, to nurture open access to people's extensive tacit
knowledge - the one “in and between minds” (Armbrecht et al., 2001, p. 28). A company's
culture and structure will be the critical factors enabling knowledge flow (Armbrecht et al.,
2001, p. 28). So the next imperative for companies to achieve sustainability of its competitive
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advantage is to create superior knowledge management capabilities, and thereby foster
ongoing innovation.

In this paper we first present a simple verbal model to show the complexity of different
types of knowledge and the learning/unlearning process. Second, we analyse the
contribution of tacit knowledge to innovation and the problems encountered in tacit
knowledge management. At the end of the paper, we introduce a theoretical concept of
how to unlearn tacit knowledge to promote the innovation processes.

Types of knowledge

Knowledge is a living asset; dynamic and volatile, often difficult to observe and
understand. Unlike information, it is not final and stored, but emerging and being
constantly recreated and socially reconstructed in particular work contexts. Knowledge
may be tangible or intangible by its nature. Know-how, when articulated into the orga-
nization's database and operating technologies is tangible. Similarly, explicit knowledge
is tangible because it has been encoded into documents, databases, or some other
permanent medium (Meso and Smith, 2000, p. 232).

All kinds of knowledge together, as an emerging synergy, make knowledge a system
which, in combination with values, needs and possibilities, is the starting point of any
human action (Mulej et al., 2000). Thus, knowledge is an important part of a more
complex system.

On the other hand, the knowledge resources of organizations have pertinently been described
as an iceberg. Structured, explicit knowledge is the visible top of the iceberg. This part of the
knowledge resource is easy to find and recognize, and therefore also rather easy to share.
Beneath the surface of conscious thought lies a vast sea of tacit knowledge, derived from a
lifetime of experience, practice, perception and learning. This concept is captured in Polanyi's
(1958, 1966) often-quoted statement, “We know a lot more than we can express«, and therefore
this part of the intangible knowledge resource can be more difficult to share (Haldin-Herrgard,
2000, p. 358).

In many industries, success in today's markets depends on the ability to learn about
emerging market opportunities, and to rapidly develop and spread the knowledge
necessary to exploit them, rather than on careful long-term planning. The key driver
of superior performance today is the ability to change when the environment calls
for it, and to find the shifting sources of advantage. As a result of these changes, the
ability to acquire, develop and spread new knowledge has become an indispensable
core competence.

The ability to create new and valuable breakthroughs offers companies an unambiguous
competitive advantage. Therefore, it is very important for a company to enable an
environment that will encourage unique, original and unexpected innovations,
which are far more valuable from a competitive standpoint than innovations that are
predictable, incremental or mundane (Lynn et al., 1996).

{59/



Such an imperative requires a shift in the role of management. In a knowledge-based
economy managers have to manage the environment or context in which work is
done, rather than controlling the workers themselves (Stewart, 1997; Sveiby, 1997).
The manager will serve as a coach and facilitator, a boundary-buster and head
cheerleader. His or her role will be to eliminate the barriers that prevent individuals
from performing at their optimum levels. Success in the new economy requires a new
form of vision-based leadership (Davenport, 1993, pp. 117-137).

This problem is multidimensional in its nature. It must be managed at individual and
organizational level, as well as in the social, cultural, economic and political contexts.
All three levels have a number of factors considered to be parallel. We present them

in Figure 1.

Figure 1: A typology of attributes needed to create new knowledge

SUSTAINABLE COMPETITIVE ADVANTAGE

CONTINUOUS INNOVATION

NEW KNOWLEDGE
Individual level: Organizational level: EnV|r0n.menta| level:

. . social context
explicit knowledge - inert knowledge

: - cultural context
tacit knowledge - organizational memary :

o economic context

mental models - organizational culture

political context

LEARNING/UNLEARNING
Organizational Learning

At the individual level, researchers and writers have identified the difference between
explicit and tacit knowledge. Explicit knowledge is widely accepted as knowledge that
is recognized by the individual and therefore easily expressed or articulated (Durrance,
1998; Newell et al., 2002; Nonaka and Takeuchi, 1995; Roy and Roy, 2002). Explicit
knowledge is sometimes referred to as codified knowledge.

At the organizational level, explicit knowledge is generally found captured in a static form.
This knowledge, which is easily articulated and documented, can be found in organiza-
tional policies, procedures and processes, as well as in documentation such as performance
management systems and position descriptions (Becker, 2006).
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Tacit (or implicit) knowledge entails information that is difficult to express, formalize
and share. It stands in contrast to explicit knowledge, which is conscious and can be
put into words. People experience tacit knowledge mostly as intuition, rather than as
a body of facts or instruction sets he or she is conscious of having and can explain to
others. Tacit knowledge is obtained by internal individual processes, such as experience,
reflection, internalisation or individual talent. Therefore, it cannot be given in lectures
and found in databases, textbooks, manuals or internal newsletters for diffusion. It has
to be internalised in the human body and soul (Haldin-Herrgard, 2000, p. 358).

At the organizational level organizational memory in many ways reflects tacit knowledge,
although more has been written about organizational memory in the field of information
technology than in the general management literature. Many authors purpose different
definitions and explanations for organizational memory (Argyris and Schon, 1978; Stein,
1995; Levit and March, 1988; Paoli and Principe, 2003), and they all recognize that orga-
nizational memory is not just explicit knowledge that is captured, but importantly, that
it also has a tacit dimension.

The third level considered within the model focuses at individual level on mental models
(Kim, 1993), and at organizational level on culture. Beside mental models, many other
terms can be found in the literature, such as frames of reference (Mezirow, 2000 in
Becker, 2006), cognitive maps (Huber, 1991), schemas (Barrett et al., 1995), theories of
action (Hedberg, 1981) and paradigms (Markoczy, 1994 in Becker, 2006). We will follow
the definition of Mezirows, who describes them as those deep-seated underlying values
and belief systems that guide, shape and dictate the individual’s everyday attitudes
and behaviours. Culture has long been seen as the shared or commonly held beliefs,
assumptions, values and taken-for-granted norms and behaviour that govern organizations
(Becker, 2006).

On an environmental level companies face the challenge of exchanging knowledge
among different agents. The phenomena become very complex and hard to comprehend,
especially because processes are mutually dependent on the social, cultural, economic
and political contexts, which are different from country to country, and therefore not
easily transferred (Rebernik, 1997; Tominc and Rebernik, 2006).

Learning and unlearning

Many definitions of organizational learning and knowledge sharing exist (Hedberg,

1984; Cummings, 2003; Argyris, 2004; Esterby-Smith and Lyles, 2005). According to

the definition that:

...an organization learns in only two ways:

(a) by the learning of its members, or

(b) by ingesting new members who have knowledge the organization did not previously have
(Simon 1991, p. 125)

We should also pay attention to the individual level, as learning and unlearning takes
place at both levels.
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If, according to Johanson and Vahlne (1977) knowledge is stored in the decision-making
system, when decision-makers leave the company, knowledge is lost. Many new companies
in the post Berlin Wall era were formed in transitional countries by “drop-out” managers
of large and medium-sized companies. As many managers of previously (big) socialist
companies have formed their own companies, usually as sole proprietorships, the experien-
tial knowledge embedded in organizational routines has been lost. Large and medium-sized
companies have lost the expertise gained through innovation processes, while newly formed
companies (very often, one-man bands) lack the human and financial resources to innovate.

The hierarchy of routines (Nelson and Winter, 1982) would lead us to the conclusion that
changing the dominant beliefs of top managers could be the answer. But here again, we
enter the twilight zone of transitional economies, where institutional arrangements are
not established yet, rules of the game and the structures of payoffs (Baumol, 1990) are not
determined, many agency problems exist, false cooperation (Rebernik, 1999) is taking
place, and requisite holism is missing (Rebernik and Mulej, 2000). For unlearning to
take place, intentional forgetting of some parts of existing individual and organizational
knowledge is needed. Firms must “disorganize” some part of their knowledge store
(Holan et al., 2004). Similar disorganization must also take place at individual level. The
complexity of never-ending learning and unlearning processes is depicted in Figure 1.

Tacit knowledge and innovation

Tacit knowledge often allows us to perform at a higher level than our explicit knowledge
does. For example, novices cannot become experts simply by exposure to explicit
information; they need to experience the activity itself and co-operation relating to it.
For these reasons, the success of a manager is heavily dependent on tacit knowledge.
Therefore, supporting the sharing of tacit knowledge throughout the company will be
possible with methods like apprenticeship, direct interaction, networking and action
learning that includes face-to-face social interaction and practical experiences.

There are four categories of tacit knowledge (Lubit, 2001, p. 166):

(1) Hard-to-pin-down skills. “Know-how”; the word skill implies tacit knowledge. People
need to repeatedly practice skills, receive feedback and get a feel for them.

(2) Mental models. We draw on mental models or schemas when trying to make sense
of a situation; they determine how we understand and analyse situations; that is,
how we understand cause-effect connections and what meaning we attribute to
events. The schemas we use are often subconscious abstractions, rather than explicit
models we consciously employ, and therefore they belong to tacit knowledge. They
affect whether or not we see people as trustworthy, whether we see opportunity in
a situation, and how we judge risk.

(3) Ways of approaching problems. Tacit knowledge underlies the decision trees people use.

(4) Organizational routines. Much of a firm’s tacit knowledge is stored in its routines.
This tacit knowledge embedded in routines includes an intuitive grasp of what data
to focus on and of the relative priority of competing demands. In time, managers
leave and the routines remain as a legacy of their knowledge.
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The difficulty of expressing, codifying and transmitting tacit knowledge makes it easier
for a company to protect it than explicit knowledge. Moreover, tacit knowledge may
only be effective when embedded in a particular organizational culture, structure and
set of processes and routines. The difficulty of copying tacit knowledge enables tacit

knowledge to be the basis of an inimitable competitive advantage.

Tacit knowledge can take on several forms, each of which offers unique advantages to

innovation, as shown in Figure 2.

Figure 2: Simplified conceptual model for the contribution of tacit knowledge to innovation
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éarning-by-aoing. achieve desired results filtering ability.

through bodily actions.

Tacit Innovative Abilities Tacit
Technical Skills Cognitive Skills

Source: Mascietelli, 2000, p. 184.

At the most fundamental level there is the knowledge gained through “learning-by-do-
ing«. A specialist engineer or technologist represents a second category of innovator;
one whose knowledge is gained through a combination of formal education and work

experience in his specialty.

As the pace of change continues to accelerate, the importance of tacit knowledge and
outstanding knowledge management capabilities have to be recognised as critical to
the ongoing success of organisations through successful innovation. In the following
paragraph we resume the difficulties in managing tacit knowledge in the way that
effective unlearning is going to be proposed as one of the solutions for fostering

innovation processes.
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Managing tacit knowledge

In the next paragraph we are going to present difficulties related to effective management
of tacit knowledge. First, we need to address difficulties in sharing tacit knowledge
linked with perception and language. The sub-consciousness of tacit knowledge and the
difficulty of expressing it are commonly found as the main problems in tacit knowledge
diffusion. It is not only that we have difficulty expressing and articulating what we
know; we may not even be conscious of what we know or how tacit knowledge connects
to our explicit knowledge.

The consumption of time that the internalisation tacit knowledge requires must also
be seen as a difficulty in the sharing process. In today's business world time is a scarce
resource, and the internalisation of new experiences or knowledge is a process over
time (Halding-Herrgard, 2000, p. 361). This difficulty with time is attributed to personal
tacit knowledge as well as to more organizational forms. There seems to be a shift from
functional organizing and functional management, to process organizing and process
management (Hammer and Champy, 1993). The task of functional management is
completed in different departments, while the task of process management is handed
out in process teams with a “hands-on” approach to the whole process (Lewis, 1995, in
Johannessen et al., 1999, p. 132).

We should also point out difficulties related to values. Knowledge is a basis for power
and respect, and people are often hesitant to share knowledge lest their power decreases.
Moreover, sharing knowledge requires that time be taken away from other responsibil-
ities that have a higher priority. People are not only hesitant to share what they have,
but they are hesitant to use the knowledge of others. This has been referred to as the
“not invented here” syndrome.

The limited efficacy of most knowledge-management efforts has come about because
they have focused overwhelmingly on creating electronic means to capture and store
information and improve communication. Far more attention needs to be given to the
task of convincing people to effectively use the information system (Lubit, 2000, p. 173).

Further difficulties can be found regarding distance. Social interaction is often seen as
a necessity for the diffusion of tacit knowledge. The globalisation, diversification and
virtualisation of business that obstruct face-to-face interaction are, therefore, a threat
to tacit knowledge diffusion.

Perhaps the most important step toward harnessing the tacit knowledge of individuals
and teams is to allow it to flow from the pull of emotional commitment and deep
personal involvement (Glynn, 1996 in Mascitelli, 2000, p. 185). Therefore, the challenge
for managers is to inspire, guide, excite, encourage, and shape, without overwhelmingly
imposing arbitrary structures that might destroy the fragile essence that separates
breakthrough innovation from uninspired incrementalism.
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For example, managers can foster the genuine commitment of design team members

on three different levels (Mascitelli, 2000, p. 187):

(1) Dby crafting a “culture of innovation” for the company as a whole;

(2) Dby establishing a strong sense of group identity, importance and purpose among project
team members; and

(3) by creating a generative environment for knowledge sharing - where learning, as well as
unlearning, occurs.

Another factor encouraging knowledge sharing is procedural justice in decision-mak-
ing. Research (Lubit, 2000, p. 175) has shown that when managers feel strategic deci-
sion-making processes are fair they tend to cooperate voluntarily. Procedural justice
has three aspects: engagement, explanation and clarity. When these three aspects of
procedural justice are fulfilled, company employees are most likely to both share their
ideas and carry out decisions which are made.

Effective knowledge management includes dealing with the defensive mechanisms
that impede communication. Common defensive mechanisms include avoiding the
discussion of important issues, giving ambiguous messages and distorting information.
To avoid these phenomena is very important to develop a culture which values openness,
tolerates failures, encourages questioning of the way things are conducted and permits
workers to challenge their superiors (Lubit, 2000, p. 175).

Tacit-to-tacit exchange is greatly enhanced by close personal contact. That's why
physical co-location and face-to-face interaction can be important catalysts for
innovation (Holtshouse, 1998; Nonaka and Takeuchi, 1995, in Mascitelli, 2000, p. 193).
This suggestion flies in the face of the popular notion that information technology can
eliminate barriers to knowledge exchange across oceans and time zones. If we accept
the concept that tacit knowledge is fundamentally based on bodily experiences and
emotional involvement, however, it is hard to imagine that something so personal can
be digitised and downloaded. This is not to say that groupware and intranets are not
essential tools for innovation; their effectiveness in the sharing of explicit knowledge
is undeniable. So we are suggesting that simple steps can achieve important results
in this regard. The frequent use of brief “stand-up meetings”, for example, can help
ensure continuous interaction among team members and encourage socialization and
collaboration in innovative activities.

The authors of the book Enabling knowledge creation (Von Krogh et al., 2001) go even
further in their discussion about effective knowledge creation within an organization.
They argue that groups of people working together are more than just teams; they
are microcommunities of knowledge. This is an important distinction, because “larger
communities of knowledge can share certain practices, routines and languages, but
for new tacit knowledge to emerge through socialization, the group must be small.”
These teams are in a better position not only to create competitive position-enhancing
knowledge, but also to communicate and integrate this knowledge back into their own
areas and across the organization. One major challenge is that these microcommunities
are typically not stable or perpetual. Unfortunately, through the dissolution of such
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microcommunities, most tacit knowledge gained and developed by them is lost. This
knowledge can be retained only through the interactions that exist within the micro-
community itself, not through documents or manuals (Allred, 2001, p. 162).

Finally, the implementation of new knowledge and best practices must be measured and
rewarded, supported by the culture and recognized by promotion decisions. Without
attention to the implementation of knowledge, people are likely to learn information, but
then fail to change their behaviour in beneficial ways.

Unlearning tacit knowledge

The opposite problem of sharing tacit knowledge lies in the unlearning of it. It has
been suggested that the proponents of experiential knowledge may be the worst at
unlearning, as the accumulation of such experiential knowledge required considerable
investment of time and resources. Knowles and Saxberg (1988) also suggest that those
who have invested heavily in their current knowledge may not be willing to unlearn. It
would stand to reason that long-held views and knowledge acquired and reinforced over
along period of time may be considered more difficult to unlearn than recently acquired
knowledge, to which the individual has less of an emotional attachment. This stands
in contrary viewpoint when discussing absorptive capacity, claiming that without
an appropriate knowledge base, new knowledge cannot be absorbed. Nonetheless,
regardless of whether previously acquired knowledge helps unlearning or hinders it,
previously acquired knowledge is recognised as having some influence on unlearning.
Tacit knowledge, in particular, raises issues in relation to unlearning due to the fact
that it is less easily identified or articulated, meaning it may be less easily challenged
as part of the unlearning process (Becker, 2006).

The main problem in studying tacit knowledge lies in the fact that it escapes observation

and measurement. To study non-expressed knowledge an adequate methodology has

to be developed. To summarize our understanding on managing tacit knowledge we

propose a theoretical framework on how the process should be followed through:

(1) recognition of the tacit dimension on an individual level, as well as on an organiza-
tional level;

(2) observation of the behaviour deriving from individuals as well as organizational
teams on the basis of possessed tacit knowledge;

(3) trying to make the behaviour explicit through sharing it;

(4) then learning of the new knowledge and simultaneous unlearning of obsolete and
inadequate knowledge takes place;

(5) such a process will further the actions needed for ongoing innovation to occur.

We are going to proceed by first presenting the two steps Baumard (2001) suggested
in following tacit knowledge that can potentially be mobilized on an individual and
organizational level, as well as observed behaviour deriving from it (Figure 3).
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Figure 3: Mobilizing tacit knowledge
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Source: Abridged from Baumard (2001).

Although tacit knowledge constitutes a major part of what we know, it is difficult for
organizations to fully benefit from this valuable asset. This is so because tacit knowledge
is inherently elusive, and in order to capture, store and disseminate it, it is argued that
it first has to be made explicit. However, such a process is difficult, and often fails due
to three reasons (Stenmark, 2000, p. 9):

(1) we are not necessarily aware of our tacit knowledge;

(2) on a personal level, we do not need to make it explicit in order to use it; and

(3) we may not want to give up a valuable competitive advantage.
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Figure 4: Framework for making tacit knowledge visible
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In Figure 4 we present a theoretical framework which could help us to overcome
this perpetual elusiveness of tacit knowledge. Our understanding of the phenomena
derives from the fact that tacit knowledge in its entirety is very difficult to recognize,
and to benefit from. Our prepossession is, therefore, to bring forward tacit knowledge
that can potentially be mobilized and observable through different manifestations of
behaviour in order to make it explicit. Because only its explicitness would allow us to
share it, as well as learn what needs to be learned, and unlearn those things that are
outdated and obsolete. At this point it also has to be stressed that not all dimensions of
tacit knowledge foster innovation processes. So an important knowledge management
task would be to separate the tacit knowledge dimension, which is pro and contra the
innovation processes. Having done this, it should no longer be difficult to put outstanding
management efforts into the learning processes of those who are pro the learning
processes and those who are contra the unlearning processes for innovation to occur.

Conclusion

Many have argued that we are in a knowledge economy in which intellectual capital
is more important than land, labour and capital. Patents and many visible types
of expertise alone will not, however, bring sustained competitive advantage. The
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exchange of knowledge among different agents is crucially important to the process
in learning and creating absorptive capacity. The absorptive capacity of an organisa-
tion to embrace and implement knowledge in its environment can foster or impede
the transfer of knowledge. Much of our knowledge is only the basis for a transient
competitive advantage as our competitors reverse-engineer our products, copy our best
practices and develop parallel (or superior) technologies. In contrast, tacit knowledge
and superb knowledge management capabilities can form the basis of a relatively
inimitable competitive advantage. Tacit knowledge can be spread within a firm but will
be very difficult for other firms to copy. Superior knowledge-management capabilities
are the basis for the rapid acquisition and spread of new knowledge and, therefore, foster
continuous innovation and improvement.

We made some suggestions on how to manage tacit knowledge which will stimulate
the innovation process so a company can gain and retain sustainable competitive
advantage. To embrace incoming knowledge and use it productively a critical mass
of knowledge and skills must already be present in the organization. Without an
appropriate knowledge base, new knowledge cannot be absorbed. In the absorption
process learning and unlearning take place. Learning and unlearning takes place
continually in all knowledge areas and with all types of knowledge, which makes the
phenomena very complex and hard to comprehend, especially because processes are
mutually dependent on the social, cultural, economic and political contexts which are
different from country to country.

To unleash the power of tacit knowledge in an organization the sharing and learning
of tacit knowledge as well as its unlearning must be managed differently from explicit
knowledge. Even though tacit knowledge is very elusive, it is possible to create a
theoretical framework that could help bring forward tacit knowledge dimensions that
are potentially capable of mobilization, and which are observable through different
manifestations of behaviour. It is partly possible to make some dimensions of tacit
knowledge explicit that not only contribute to successful sharing and mutual learning,
but also enable the identification of those parts of knowledge that hinder innovation and
should be unlearned. The better we understand the process of creating and using new
knowledge and discarding obsolete knowledge, the more likely innovative behaviour
will be fostered in organizations.
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AND CULTURAL SUPPORT g

FOR ENTREPRENEURSHIP:

A COMPARISON OF POST-
SOCIALIST COUNTRIES

Polona Tominc and Miroslav Rebernik

Abstract

Based on GEM data this paper explores whether significantly different growth
aspirations of early stage entrepreneurs in Slovenia, compared to those in Hungary
and Croatia, are also accompanied by significantly different opportunity recognition,
cultural support for entrepreneurship and self-efficacy. Our results suggest that a higher
degree of alertness to unexploited perceived opportunities, and cultural support for
entrepreneurial motivation may be the cause of higher growth aspirations of Slovenian
early stage entrepreneurs, while self-efficacy with regard to entrepreneurial skills,
knowledge and experience was not found to be crucial.

Keywords: early stage entrepreneurship, growth aspirations.

JEL Classifications: M13, D01, J24, L.26.

Introduction

Entrepreneurship is regarded as a key to economic development and to the creation
of wealth and employment. Besides the number of entrepreneurs, the “quality” of en-
trepreneurship (value added, contribution to employment, sustainable growth) also
matters. Two main streams in existing literature can be found. The first is based on
longitudinal research designs, which study actual growth (Gundry and Welsch, 2001;
Liao and Welsch, 2003; Colombo and Grilli, 2005; Barringer et al., 2005), while the
second focuses on the growth expectations of those entering into entrepreneurship
(Davidsson, 1991; Delmar and Davidsson, 1999; Schott and Bager, 2004).

In 2003, Slovenia led among European GEM countries regarding growth aspirations
of early stage entrepreneurs, but it also exhibited very low early stage entrepreneurship
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participation (Rebernik et al., 2005a). To identify determinants that might influence
very high growth aspirations of early stage entrepreneurs in Slovenia, the model
established by Shane, Locke and Collins (Shane et al., 2003) may prove useful. In their
model the authors adopted Shane and Venkataraman’s (2000) definition of entrepre-
neurship as the process by which opportunities to create future goods and services are
discovered, evaluated and exploited. The transition of individuals from one stage of
an entrepreneurial process to another is the result of the combination or integration
of some or all of the components of entrepreneurial motivation and cognition, where
environmental conditions and entrepreneurial opportunities also matter. Based on the
current state of the entrepreneurship literature that reports research results on the
impacts of factors described in the Shane, Locke and Collins’s model (2003), country
differences on the three determinants that (beside others) might determine growth
aspirations of early stage entrepreneurs are analyzed. These include opportunity
recognition, cultural support for entrepreneurial motivation and self-confidence in
skills, knowledge and experience needed for entrepreneurship.

People often misunderstand or ignore the fact that the historical background of
companies and societies in Eastern and Central Europe differs significantly from
those in the West. Most of the leading entrepreneurship literature was born in the
US (Schildt and Sillanpaa, 2004), and many of its empirical findings cannot easily be
applied to other socio-cultural settings (Ulhoi, 2005), especially to post-communist
countries, which had been divorced from capitalism for seven decades, and which still
enjoy a very different social, cultural, and institutional environment (Rebernik, 1997).

In this article we try to identify the impact of some factors that might better explain
the growth aspirations of early stage entrepreneurs by comparing three post-com-
munist countries: Slovenia, Hungary and Croatia. These countries were selected for
analysis because of their proximity to each other and their common non-capitalist
history, which make them more comparable. As the analysis will show, the three
countries are at first sight very similar regarding some social, economic and historic
features, yet they differ significantly with regard to the growth aspirations of early
stage entrepreneurs. The GEM data source is the only one that makes comparisons
of early stage entrepreneurship, as well as the determinants that might influence
entrepreneurship in different countries, possible. Limitations of the data applied are
described later in the paper.

Our results suggest that a higher degree of alertness to unexploited perceived opportu-
nities among adults in Slovenia may be the cause of higher growth aspirations of early
stage entrepreneurs in Slovenia. Also, most of the components of the cultural support
for entrepreneurial motivation are incorporated in adults’ opinions in Slovenia to a
greater degree than they are in Hungary or Croatia. That may be the influencing
factor for the higher growth aspiration of entrepreneurs in Slovenia, while self-effi-
cacy regarding entrepreneurial skills, knowledge and experience of Slovenian adults
does not seem to be crucial.
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Theoretical background

Following the theory of growth established by Penrose (1959; discussion about this in
Davidsson and Wiklund, 1999), researchers explored the motivational, behavioral and
personal factors that led to venture creation and its growth. The new venture is viewed
as a creation process, performed by an individual (or individuals), who has the ability to
perceive and evaluate possibilities, and who is motivated to exploit them through his/
her preferences as well as personal and business goals (Shaver and Scott, 1991). Several
studies have shown that small- and medium-sized firms are of significant importance
to the economy, and that this importance is growing. In particular, these firms are
expected to help solve unemployment and economic recession, especially by creating
new jobs (Storey, 1994; Reynolds et al., 2003; Arenius et al., 2004). Covin and Slevin
(1997) explained that venture growth is the essence of entrepreneurship.

In a small firm, the importance of an owner or manager’s willingness to grow is likely to
be relatively greater than in a large firm. But not all entrepreneurs are willing to grow
their business, since they may expect some consequences of growth to be negative, and
in conflict with their goals (Kolvereid, 1992, Storey, 1994). Our paper focuses primarily
on entrepreneurs who are in the start-up phase of the entrepreneurial process, and
whose actual growth cannot be established yet.

The entrepreneurial process includes at least three main stages: the “discovery” of
opportunities, their evaluation and their exploitation (Shane and Venkataraman,
2000). Variation among people in their motivations and abilities to act has an important
effect on all phases of the entrepreneurial process. As Shane et al. (2003) explain, the
attributes of people making decisions about the entrepreneurial process influence the
decisions they make. All human actions are the result of motivational and cognitive
factors on the one hand, and also the result of external factors, on the other hand.
While entrepreneurial motivation includes a set of personality traits, such as a need
for achievement, locus of control, desire for independence, goal-setting etc., cognitive
factors include ability, intelligence and skills. External factors in this model refer to
economic environmental conditions, such as the status of the economy, the availability
of venture capital, government regulations etc. In explaining variations regarding the
entrepreneurship process across countries, much attention is also devoted to cultural
variables (Hofstede et al., 2004; Gianetti and Simonov, 2005).

As Shane et al. (2003) suggest, the transition of individuals from one stage of entrepre-
neurial process to another is the result of the combination or integration of motivation
and cognition. Furthermore, environmental conditions and entrepreneurial oppor-
tunities matter, while the motivations and ability of particular people might lead to
different types of entrepreneurial actions under the same environmental conditions.
Factors that might determine the growth aspirations of early stage entrepreneurs in
different countries include (amongst others): (i) opportunity recognition, (ii) cultural support
for entrepreneurial motivation, and (iii) self- confidence in skills, knowledge and experience,
needed for entrepreneurship.
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All three factors describe subjective perceptions and beliefs of the individual but do not
necessarily reflect objective circumstances. Factors such as these are often referred to
as perceptual (Arenius and Minniti, 2005). One of the defining characteristics of an en-
trepreneur is the “specialization in judgmental decision-making” (Casson, 2005), which
is not culture neutral. An individual’s personal perceptions and judgments about the
existence of opportunities, about the acceptance of entrepreneurial behavior in society
and about her/his skills are often formed on the basis of shared norms and values in
the relevant society; they are often biased, but nevertheless influence the individual’s
entrepreneurial plans and actions.

Opportunity recognition

With increased attention being focused on the early stages of the entrepreneurship
process in recent years, the concept of opportunities has been increasingly used in
entrepreneurship research, and perceiving good business opportunities was assumed
to be important for entrepreneurship (Kirzner, 1973,1979; Shane and Venkataraman,
2000; Eckhardt and Shane, 2003; Reynolds et al., 2003). Davidsson (2003) suggested
that the opportunity concept is debatable. For example, opportunity by almost all
definitions is considered a favourable situation, known to be profitable. From this point
of view, individuals cannot know whether or not what they pursue is an opportunity -
only successful actions can, ex post facto, be marked as opportunities. Since our paper
focuses particularly on start-up entrepreneurs, evaluating opportunities retrospective-
ly is not possible. Therefore, our study adopts the concept of perceived opportunities.

Individuals participate in entrepreneurial activities for two main reasons: they
start a new business to exploit a perceived business opportunity, or they are pushed
into entrepreneurship because all other options for work are either absent or un-
satisfactory. It emerged that 97% of individuals involved in business start-ups are
either “opportunity” or “necessity” entrepreneurs (Acs et al., 2005). In 2004, a great
variability across countries was observed in the balance of opportunity and necessity
entrepreneurship. On a global scale, an average of about 65% of those involved in
entrepreneurial endeavors claimed that they were attempting to take advantage of a
business opportunity, while 35% stated that they were doing so because they had no
other viable employment option. In 2004, the percentage of opportunity entrepreneurs
in adult population in Slovenia is 2.17, in Croatia 2.04, and in Hungary 2.75, and do
not differ significantly (Slovenia-Croatia: p = 0.983; Slovenia-Hungary: p = 0.242;
Croatia-Hungary: p = 0.199).

There is a lack of economic literature investigating national differences in perceiving
business opportunities, their perception and exploitation - in more detail than just
monitoring the number of individuals who own and run their own firm based on
business opportunities versus necessity. The present study aims to provide a clearer
insight into the differences in the perception of opportunities in Slovenia, Croatia and
Hungary.
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As Davidsson (1991) pointed out, the growth motivations are entirely the result of the
reality perceived. He proved that differences in the perception of opportunities (among
other factors) explained a substantial share of the variation in growth aspirations among
entrepreneurs.

The model of occupational choice (Wennekers and Thurik, 1999; Wennekers et al.,
2002) underlines the fact that whether an individual will pursue an opportunity and
become an entrepreneur depends on his opportunity costs. The exploitation of the
opportunity should generate more benefits than the opportunity costs are, both in the
form of forgiven wages, time and effort expanded and as a reward for alertness, risk-
bearing and uncertainty (Casson, 1982; Kirzner, 1997; Venkataraman, 1997; Shane
2003).

Another way of looking at opportunity is to exploit Leibenstein’s visualization of the
economy as a net made up of nodes and pathways. The nodes represent industries
or households that receive inputs (or consumer goods) along the pathway, and send
outputs (final goods and inputs for other commodities) to other nodes. In the perfect
competition model the net is complete; pathways and nodes are well marked and
well defined. However, in reality, there are holes and tears in the net, obstructions
(knots) along the pathways, and some nodes and pathways are, where they exist,
poorly marked or entirely unmarked from the viewpoint of the element of the other
nodes (Leibenstein, 1968). An important task the entrepreneur must fulfill is to
employ inputs which are inherently ambiguous and undefined, to fill in the gaps and
to contribute to the functioning of the market. The entrepreneur connects different
markets, is capable of making up for market deficiencies (gap-filling), is an ‘input-com-
pleter, and creates and expands time-binding, input-transforming entities (i.e. firms).

Leibenstein’s way of visualizing the economy reveals an important point, which is
relevant to less-developed economies, such as Slovenia, Croatia and Hungary. The
less market institutions are developed and the less developed and stable the “rules
of the game” are, the more holes and tears in the net there will be. On the one hand,
this means that there are many unexploited opportunities waiting for entrepreneurs
to seize them. On the other hand, entrepreneurship in such an environment is much
riskier and of uncertain outcome, and therefore less attractive for potential entrepre-
neurs to combine the tasks of input-completing and gap-filling.

Cultural support for entrepreneurial motivation

Regarding cultural support for entrepreneurial motivation, a higher degree of motivation
for entrepreneurship can be expected in those environments where entrepreneurship is
socially legitimate and viewed as acceptable behavior (Liao and Welsch, 2003). Some of the
earliest and best-known comparative researches on entrepreneurship at the aggregated
societal level deal with environmental factors, both economic and cultural. Weber
suggests that there may be a causal relationship between economic growth and the value
system of Protestantism, better known as the Protestant Work Ethic, which emphasizes
personal responsibility for one’s actions (Weber, 1904). Schumpeter assumed that strong
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feelings of competitiveness are probably the principal motivation of “heroic” entrepre-
neurs, consistently striving to prove themselves better than other people (Schumpeter,
1934). The relationship between competitiveness of a culture and economic growth is
validated by more recent research by Lynn (1992). Dissatisfaction with society and with
life in general also appears to be a strong determinant of entrepreneurship (Hofstede et
al., 2004), since individuals are often attracted to entrepreneurship by the expectation
that it will provide bigger material and/or nonmaterial benefits, like social status and
respect. A further elaboration of these issues leads also to the discussion that a higher
level of motivation for entrepreneurship can be found in societies, where the opportunity
costs of entering into an entrepreneurial career are low (Verheul et al., 2002).

Liao and Welsch (2003) studied the relationship between the three dimensions of social
capital (cognitive, relational and structural) and growth aspirations of early stage
entrepreneurs. The cognitive dimension of social capital consists of shared norms
in society, which are also an important aspect of culture and the attitude towards
entrepreneurship. As Coleman (1990) pointed out, a norm in a society exists when the
socially defined right to control an action is held not by the actor but by others. Liao
and Welsch (2003) argued that the behaviors of early stage entrepreneurs are shaped
by the normative, and mimic forces that exist in their environment - the cognitive
dimension of social capital would not only increase accessibility to resources for early
stage entrepreneurs but also their ability to conduct an enterprise. They proved that
the greater the cognitive dimension of social capital, the higher the growth aspirations
of early stage entrepreneurs.

Self-confidence in skills and knowledge for entrepreneurship

An individual enters into the process with limited knowledge and skills for starting a
new venture. An individual’s ability to become an entrepreneur can be regarded as one
of the major determinants of entrepreneurship (Davidsson, 1991).

Although the entrepreneur will accumulate information and experience during the
process (Delmar and Davidsson, 1999), the initial self-confidence in his/her own skills
and knowledge of entrepreneurship matters. Shane (2000) demonstrated the impact
of entrepreneurs’ competence and knowledge in acting on business opportunities. An
entrepreneur is an individual who has the ability to evaluate possibilities, and who is
motivated to enter and persist in the entrepreneurial process (Shaver and Scott, 1991).
The entrepreneur should have the capacity, the entrepreneurial skills/knowledge and
motivation, to turn opportunities into something that creates enduring value.

Baum and Locke (2004) proved that the new resource skills (as they defined the ability to
acquire and systemize the operating resources needed to start and grow a new venture)
of entrepreneurs inspire more challenging visions of the new venture’s growth and
higher growth goals, which are among variables that are direct predictors of venture
growth. In addition, psychology literature on intentionality and self-efficacy (Bandura,
1997; Baron, 2000) states that an individual with high self-efficacy for a given task (being
an entrepreneur) will also set and accept higher goals.
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Research question and hypothesis

Evidence in the literature stated above, that growth aspirations, among other determi-
nants, are also the result of opportunity recognition, cultural support and self-efficacy
leads us to the research question whether significantly different growth aspirations of
Slovenian early stage entrepreneurs are also accompanied by significantly different: (i)
opportunity recognition, (ii) cultural support for entrepreneurial motivation, and (iii) self-confi-
dence in skills, knowledge and experience, needed for entrepreneurship.

Hypothesis H1, H2 and H3 are suggested:

H1: The perceptions of good business opportunities by adults in Slovenia differ significantly
from adults in Croatia and Hungary.

H2: Cultural support for entrepreneurial motivation of adults in Slovenia differs significantly
from that in Croatia and Hungary.

H3: Self-confidence in skills, knowledge and experience, needed for entrepreneurship of adults
in Slovenia differs significantly from that of adults in Croatia and Hungary.

Methodology
Data

For testing hypotheses, the main data sources for our study were GEM surveys of the
adult population in Slovenia, Croatia and Hungary in 2004. A detailed data collection
design within GEM is reported by Reynolds et al. (2005). In analyzing growth
aspirations, individuals identified as early stage entrepreneurs in Slovenia and Croatia
in 2002, 2003 and 2004 research cycles, and in Hungary in 2002 and 2004 research
cycles (in 2003, an adult population survey was not conducted), were included in a con-
solidated sample. This procedure makes estimates more reliable, since in a single year
the number of people involved in early stage entrepreneurship is limited in all three
countries — due to limited sample sizes and especially due to low early stage entrepre-
neurial activity rates. The consolidated sample consists of 190 early stage entrepreneurs
from Slovenia, 158 from Croatia and 255 from Hungary.

Variables and methods

Early stage entrepreneurs are identified as those individuals, who are, first, personally
involved in the creation of a new venture or who are, secondly, employed as owners/
managers of a new firm less than 42 months old.

Explanations of variables are listed in the same order as they appear in the second
chapter, described above.

The growth aspirations of early stage entrepreneurs can be divided into those which are
anticipated by the entrepreneur and those which are objectively possible, with regard to
the characteristics of their products/services, competition, etc. The growth aspirations
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of early stage entrepreneurs were assessed by taking into account their anticipation of

an increase in the number of new jobs, while the potential of their ventures to grow was

estimated by their opinions about the creation of new markets and market expansion
with their products/services, and regarding the technology used:

(a) Degree of growth aspiration — employment, is found in those early stage entrepre-
neurs who intend to increase the number of jobs by a certain degree in the next 5
years. Four values are assigned: no change in the number of jobs, an increase from
1to 5, an increase from 6 to 19 and an increase by 20 or more.

(b) Degree of growth aspiration - market creation, is found in those early stage entre-
preneurs who plan some market expansion/creation for their products/services by
stating that there are only a few or no other businesses offering the same products/
services to potential customers and that all or some potential customers consider
the product/service unfamiliar.

(c) Degree of growth aspiration - technology is found in those early stage entrepreneurs
who stated that technologies or procedures required by this product/service were
not available more than a year ago.

(d) Degree of growth aspiration - market creation/ technology is found in those early
stage entrepreneurs who plan some market expansion/creation for their products/
services by stating that there are only a few or no other businesses offering the same
products/services to potential customers, and that all or some potential customers
consider the product/service unfamiliar and who stated that technologies or
procedures required by this product/ service were not available more than a year
ago.

The age of the venture was also taken into account. Following the GEM, we take into
consideration three groups of entrepreneurs. The first are nascent entrepreneurs, who
have taken some action towards creating a new business and have not paid wages for
more than 3 months; the second are new entrepreneurs who are employed as owners/
managers of new businesses which have not paid wages or salaries for more than 42
months; while established entrepreneurs are those who are employed as owners/
managers of businesses that have paid wages or salaries for more than 42 months. Due
to some methodological doubts also considered later in the text, established entrepre-
neurs are not analyzed in this paper. Those identified as nascent and new entrepreneurs
were counted only once - as new entrepreneurs.

Namely, some research (for example Schott and Bager, 2004) shows that entrepreneurial
aspirations seem to be higher in nascent entrepreneurs than among entrepreneurs in
new firms and established entrepreneurs. Various explanations can be found within
the existing literature on the reasons why entrepreneurial aspirations in nascent/new
entrepreneurs are, as a rule, higher than the aspirations of established entrepreneurs
(Carter et al., 1997; Brown and Kirschoff, 1997). To mention just two: the survival of
ventures and learning. A large number of new ventures do not survive, and it is likely
that those that do not survive have the highest and most unrealistic expectations. It is
also very likely that nascent/ new entrepreneurs acquire specific knowledge and skills
about the business and entrepreneurial frameworks, which subsequently lower their
expectations.
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o Theperception of (perceived) business opportunities is measured by the share of adults
who are 18-64 years old and answered Y ES to the question: In the next 6 months
will there be good opportunities for starting a business in the area where you live?

e Cultural support for entrepreneurial motivation, is measured! by the share of adults
aged 18-64, who answered YES to the questions:

e Do most people in your country prefer that everyone has a similar standard of living?

e Do most people in your country consider starting a new business a desirable career
choice?

e Do those successful at starting a new business have a high level of status and respect
in your country?

e Do you often see stories in the public media about successful new businesses in your
country?

o Self-confidence in skills, knowledge and experience needed for entrepreneurship, is
measured by the share of adults who are 18-64 years old and answered YES to
the question: Do you have the knowledge, skills and experience required to start
anew business?

The Chi-square test is used to test differences of proportions of adults among the
three countries on the variables described above. The general criteria for rejecting the
hypothesis that differences do not exist are determined by statistical significance at 5%
(two-tailed test).

Country similarities in some social, economic and historic features

The three neighbor countries have a lot of common features: they share a common
history with the Austrian-Hungarian Monarchy, they also share the experience of
almost half a century of socialism and a similar communist history; in the case of
Slovenia and Croatia, the countries also spent seven decades as part of the same state,
having similar government institutions, as well as the same legal and economic system,
etc... Some characteristics of the analyzed countries are presented in Table 1, which
shows, among other things, that total early stage entrepreneurial activity indices (TEA
indices) in all three countries are on the low side of the global scale. According to the
Growth Competitiveness Report, none of the countries can be considered as either tech-
nologically developed or globally competitive.

Each country has its own prevailing ethnicity — Slovenians, Croats and Hungarians.
Countries are highly ethnically homogenous (at 90% of prevailing ethnicity), and with
one dominant language: 92% (Slovenia), 96% (Croatia) and 98% (Hungary). In each of the
countries analyzed, ethnic minorities of the other two countries can be found. The three
populations are predominantly Roman Catholic.
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Table 1: Comparing Slovenia, Croatia and Hungary

Indicators Slovenia Croatia Hungary
Total Early Stage Entrepreneurial Activity @

TEA overall 2.60 3.73 429

TEA necessity 0.43 1.57 1.24

TEA opportunity 217 2.04 2.75

TEA necessity/TEA opportunity 0.20 0.77 0.45

TEA male 3.59 5.76 513

TEA female 1.59 1.74 3.48
Main Economic Indicators ®

Real GDP Growth 2.3 3.7 3.4

GDP per capita (US$ at PPP) 21175 11,256 14,800
Consumer price inflation 3.6 2.1 6.8
Unemployment rate 10.4 18.7 6.1

Total Population 1,990,000 4,442,000 10,100,000
Total Labor Force 2003 @ 960,000 2,100,000 4,150,000
Population 18—64 in 2004 @ 1,344,000 2,841,000 6,550,000
Global Competitiveness Report Rankings ©

Growth Competitiveness Index 33 61 39
Technology Index 26 46 29

Public Institution Index 31 76 37
Macroeconomic Environment Index 39 59 55
Business Competitiveness Index 31 72 42
*GEM 2004 data.

» The Economist Intelligence Unit: Country profiles 2005, actual or estimation for 2004.
¢ Global Competitiveness Report 2004.

Country differences in early stage entrepreneurial growth aspirations

Table 2 shows the results of the analysis of growth aspirations - employment: a mean
percentage of early stage entrepreneurs regarding their plans on the future number of
jobs for each of the three countries, as well as results on the significance of differences
among countries. The majority of significant differences are found between Slovenia
on one side, and Croatia and Hungary on the other. Differences between Croatia and
Hungary are not significant. If we look at the mean percentages in more detail, we see
that Slovenian early stage entrepreneurs expect greater job creation. In Slovenia, there
are less early stage entrepreneurs who expect an increase in the number of jobs from 1
to 5, but at the same time there is a greater share of those who expect an increase from
6to 19 than in Croatia and Hungary. The lowest share of early stage entrepreneurs who
expect an increase in the number of new jobs of 20 or more is found in Croatia.

Analyzing nascent and new entrepreneurs separately (results are presented in Tables
3 and 4), we can conclude that new entrepreneurs in Slovenia, Croatia and Hungary
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do not significantly differ regarding the expected increase in the number of jobs
(except those who expect no change in the number of jobs). Most of the differences
between countries are the consequence of differences among nascent entrepreneurs?.
It seems that Slovenian nascent entrepreneurs are extremely optimistic regarding the
expected increase in the number of jobs compared to those in Croatia and Hungary.

Table 5 shows the results of the analysis of growth aspirations regarding market creation,
regarding technology and regarding market creation/technology in each of the three countries, as
well as results in the significance of differences among countries. The majority of significant
differences in growth aspirations regarding market creation and market creation/technology are
found again between Slovenia on one side, and Croatia and Hungary on the other. Regarding
growth aspirations — technology, percentages across countries do not differ significantly.

Analyzing nascent and new entrepreneurs separately (results are in Tables 6 and 7), we
can conclude that, again, the majority of differences between the countries presented
in Table 5 are the consequence of differences among nascent entrepreneurs and, again,
Slovenian nascent entrepreneurs are extremely optimistic, especially regarding market
creation compared with those in Croatia and Hungary. Regarding the use of technolo-
gies that were not available more than a year ago, nascent entrepreneurs in the three
countries do not differ, but significant differences are found among new entrepreneurs.
It seems that new entrepreneurs in Hungary are ahead of Croatians, and especially
ahead of new entrepreneurs in Slovenia.

Let us combine the described results on national differences in Table 8. The sign * marks
significant country differences. Differences are numerous and indicate, as we assumed,
that the three countries are at first sight very similar regarding some social, economic
and historic features, yet are significantly different regarding different aspects of early
stage entrepreneurship. The majority of differences can be assigned to percentage rates
among nascent entrepreneurs in the three countries, where nascent Slovenian entre-
preneurs have, in particular, extremely high growth aspirations.

Table 2: Early stage entrepreneurs, regarding entrepreneurial growth aspirations -
employment - (nascent and new entrepreneurs)
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Table 3: Early stage entrepreneurs, regarding entrepreneurial growth aspirations -

employment (nascent entrepreneurs)
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Table 4: Early stage entrepreneurs, regarding entrepreneurial growth aspirations -
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Table 5: Early stage entrepreneurs, regarding entrepreneurial growth aspirations - market
creation, - technology and - market creation/technology (nascent and new entrepreneurs)
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Table 6: Early stage entrepreneurs, regarding entrepreneurial growth aspirations —- market
creation, - technology and - market creation/technology (nascent entrepreneurs)
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Table 7: Early stage entrepreneurs, regarding entrepreneurial growth aspirations - market

creation, - technology and - market creation/technology (new entrepreneurs)
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Results and discussion

Kirzner (1979) emphasized that the opportunity perception is the most distinctive and
fundamental characteristic of entrepreneurial behavior. Among adults between 18
and 64 years of age in Slovenia 37.14%, on average, believe that in the area where they
live, good business opportunities are likely to appear within the next 6 months. This
percentage amounts to 20.83% in Croatia and 17.71% in Hungary, as presented in Table 9.

There is no significant difference between Croatia and Hungary, while Slovenia
differs significantly from the other two countries. Therefore, the hypothesis H1, that
the perceptions of good business opportunities by adults in Slovenia are significantly
different from the perception by adults in Croatia and Hungary, is supported. Consistent
with findings reported in the literature (Davidsson, 1991; Shane et al., 2003), a higher
degree of alertness to unexploited perceived opportunities in Slovenia may be the cause
of higher growth aspirations of Slovenian early stage entrepreneurs. Of course, entre-
preneurs are people and may make different decisions when confronted with similar
opportunities, but an entrepreneur’s vision is exactly that entrepreneur’s expectation
about how to exploit the perceived opportunity. A very strong belief among people in
society that there are “many good business opportunities out there,” may lead to rather
euphorically formed expectations about results of their exploitation. On the other hand,
if we take Kirzner’s definition of opportunity as imprecisely defined market need, or
un- or under-employed resources or capabilities (Kirzner, 1997), it may be that potential
Slovenian entrepreneurs see more underutilized or unemployed resources, or are aware
of more of Leibenstein’s holes in the net. This may be so because Slovenia was more
market-oriented than Hungary during the socialist era, and more internationalized
than Croatia, if internationalization is measured in terms of exported goods. Because of
those differences, individuals in Slovenia may be more sensitive to seeing opportunities,
either in the form of market needs or under-employed resources.

Table 9: Mean percentage of adults in Slovenia, Croatia and Hungary, who believe, that in

the area in which they live, good business opportunities are likely to appear within the next
6 months

Good start-up opportunities in the next 6 months in the area where you live.

. . Chi-square Chi-square Chi-square
Slovenia Croatia Hungary o o .
e A e fed | meen i (significance) _ (S|gnn_‘|cance) _ (significance) _
Hungary—Slovenia  Croatia—Slovenia ~ Hungary—Croatia
37.14 20.83 7.1 91.385(0.000) 40.914 (0.000) 2.290 (0.130)

The data we had at our disposal did not allow us to differentiate between the different
stages of opportunity recognition, such as perception, discovery and creation of
opportunity underlined by Ardichvili et al. (2003) or the preparation, incubation,
insight, evaluation and elaboration discussed by Lumpkin et al. (2004). Therefore, we
don’t know whether the respondents had the same perceptions of reality when asked
about opportunities. We also had no indication of their absorptive capacity and cognitive
processes (Shane, 2003).
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Cultural support for entrepreneurial motivation as a part of entrepreneurial capacity
was analyzed through four questions, as described above. Table 10 reports the results.
The mean percentage of adults who answered YES to each of the four questions was
the highest in Slovenia, except in the case of those who believe that most people in the
country consider starting a new business a desirable career choice, where Croatia’s
percentage is the highest. Statistical significances of country differences are also
reported in Table 10.

Table 10: Mean percentage of adults that answered YES to the four questions - motivation for
entrepreneurship in the society
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desirable career choice
Those successful at
starting a new business
haveahigh levelof 7641 5039 5698 (0992 posa95(000p 0733
(0.000) (0.009)
status and respect
in your country
You often see
stories in the media
120.323 21.857
about successful 60.87 48.63 35.67 (0.000) 21.768 (0.000) (0.000)

new businesses
in your country

We have some doubts that the phrasing of these questions is correct, since the
respondents were not asked about their opinion, but about the opinion of the majority
of the people in their country. Of course, people share norms and values in a society,
but entrepreneurs are often considered exceptional individuals. Not everybody has the
talent, skills and motivation needed for successful engagement in entrepreneurship.
The values of those who are identified as entrepreneurs can even be considered as
opposite to those who are not. In Slovenia, for example, a very high percentage of those
who agree that most people would prefer that everyone had a similar standard of living, in
combination with a relatively lower percentage of those who agree that starting a new
business is a desirable career choice, could point to the difficulties that entrepreneurs face
in Slovenian society. This may be supported by research in which it was established that
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capitalism is rated very low among the shared values of Slovenian people (Slovenian
public opinion 1999-2004, 2004). On the other hand, Croatians pay less attention to the
equality of everyone, but consider entrepreneurship a good career choice to a greater
extent. The high percentage of Slovenians who stated that stories are often seen in the
public media about successful new businesses does not also mean that stories of those
who failed are not even more frequently published. It is interesting to note that Hungary
is rated the lowest regarding the percentage of adults who answered YES to three of
the four questions described. On the other hand, the percentage of those in a country
who stated that fear of failure would prevent them from starting a new business is the
lowest in Hungary (24.3%), and the difference to both Croatia (41.6%) and Slovenia (34.8%)
is significant (p < 0.05).

Therefore, we are rather sceptical if the form of the stated questions is appropriate
for analyzing the cultural influence towards higher entrepreneurial motivation in the
country, and if they ensure a relevant basis for making conclusions about higher or
lower cultural support for entrepreneurial motivation between countries. Neverthe-
less, the hypothesis that cultural support for entrepreneurial motivation is different
in Slovenia can be supported. Most of the components of cultural support for entrepre-
neurial motivation are incorporated in adults’ opinions in Slovenia to a greater degree
than they are in Hungary or Croatia. That may be the influencing factor for higher
growth aspiration of entrepreneurs in Slovenia, as strong shared norms and value define
acceptable behavior and sanctions against opportunistic behaviors, while contributing
to entrepreneurial growth aspirations (Liao and Welsch, 2003).

The results of the analysis of the self-confidence in skills and knowledge needed for en-
trepreneurship are presented in Table 11. The mean percentage of adults in a country
who believe that they have the skill, knowledge and experience required for entrepre-
neurship is the highest in Slovenia, followed by Croatia and Hungary. The Chi-square
test reveals that there is no significant difference between Croatia and Slovenia,
while Hungary differs significantly from the other two countries. The hypothesis H3
can be partly supported: there is no difference between Slovenia and Croatia, while
Hungary differs statistically regarding beliefs among adults about knowledge, skills and
experiences needed for entrepreneurship. It seems that adults in Hungary are either
less confident of their own entrepreneurial skills, or find entrepreneurship to be a much
more complex action than adults in Slovenia and Croatia, where the percentage is twice
as high. Self-efficacy is the belief in the ability of oneself to muster and implement
the necessary personal resources, skills and competences to attain a certain level of
achievement in a given task (Bandura, 1997). It revealed the fact that self-efficacy
regarding entrepreneurial skills, knowledge and experience of Slovenian adults is not
significantly higher than that of adults in Croatia, on average, and it seems that the
cause for higher growth aspirations of Slovenian early stage entrepreneurs cannot be
searched for in this area. But still, it can be assumed that extremely low self-confidence
of Hungarians in their entrepreneurial skills, knowledge and experience can explain
at least part of the relatively low growth aspirations of early stage entrepreneurs in
their country.
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Table 11: Mean percentage of adults who believe that they have the knowledge, skills and
experience required to start a new business

Has knowledge, skills and experience required to start a new business.

. : Chi-square Chi-square Chi-square
Slovenia Croatia Hungary o S .
een i) zan i) |meem i (significance) _ (S|gnn_‘|cance) _ (significance) _
Hungary—Slovenia  Croatia—Slovenia Hungary—Croatia
4318 N 21.98 111.481(0.000) 0.267 (0.605) 89.779 (0.000)

Conclusions and extensions

In this paper we searched for explanations of factors that impact growth aspirations
of Slovenian early stage entrepreneurs by comparing Slovenia, Hungary and Croatia,
especially on different shared norms providing social support for entrepreneurship
and encouraging people’s entrepreneurial capacities. Namely, growth aspirations of
Slovenian early stage entrepreneurs are significantly higher than those of early stage
entrepreneurs in Croatia and Hungary, even though Slovenia, Hungary and Croatia
share many historic, economic and social similarities.

Our results suggest that the cause of higher growth aspirations of Slovenian early stage
entrepreneurs may be a higher degree of alertness to unexploited perceived opportuni-
ties among adults in that country. Also, most of the components of cultural support for
entrepreneurial motivation are incorporated in adults’ opinions in Slovenia to a greater
degree than they are in Hungary or Croatia. That may be the influencing factor for
higher growth aspiration of entrepreneurs in Slovenia, while self-efficacy regarding
entrepreneurial skills, knowledge and experience of Slovenian adults does not seem
to be crucial.

Even though growth aspirations are very high, Slovenia has a very low level of early
stage entrepreneurship. One of the explanations may be given by the prospect theory,
which replaces the notion of “utility” with “value” (Kahneman and Tversky, 1979), and
centers on the subjective perception of gains and losses. Gains or losses are defined
relative to some reference point, very often a status quo. It is assumed that the function
relating losses to subjective value is steeper than the function relating gains to subjective
value, meaning that people tend to be risk-averse with respect to gains but risk-seek-
ing with respect to losses, which may have interesting implications for the process of
entrepreneurship (Baron, 2004). In egalitarian societies such as Slovenia, where two
thirds of the population believe people should have a similar standard of living, and
entrepreneurship is not a valuable and viable option for wealth creation (Rebernik et
al. 2005), people will tend to avoid an entrepreneurial career, even though engagement
in entrepreneurship could bring them more value than their current employment. As
the majority of new entrants is 95% recruited from the available stock of employment,
arelatively low level of unemployment in Slovenia compared to Croatia and Hungary,
would support the previous line of arguments. Many of the barriers enumerated by
Sarasvathy (2004) can also be found in Slovenia: untitled assets, no market-augmenting
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government, no risk capital available, and a comparably lower level of unemployment
than in Hungary and Croatia.

Cognitive errors, such as a strong tendency to weight negative information more heavily
than positive information (Baron, 2004) may also contribute to a low level of entre-
preneurial activity in Slovenia, where not many success stories can be found in the
media compared to lamentation and criticism of entrepreneurial frameworks, especially
government policy.

Several extensions of our research are possible. First, as described in the paper, adults
in the three countries differ significantly regarding various aspects of entrepreneurship.
Suggestions from our findings, as well as from the literature (for example Arenius
and De Clercq, 2005, who conducted a research on opportunity recognition) are that
researches should compare drivers of entrepreneurial growth aspirations across a wider
range of countries, where cultural factors, in our opinion, are extremely interesting.
To our knowledge, no previous research focused on culturally conditioned differences
in growth aspirations of early stage entrepreneurs in different countries. Second, a
logical extension of our research is to establish if, and to what extent, growth aspirations
are turned into the real growth of ventures. There is some evidence that the growth
goals of entrepreneurs are significantly related to subsequent venture growth (Baum et
al., 2001). Should further research confirm that high growth aspirations of early stage
entrepreneurs are important for their actual growth, findings from our paper are also
important for possible policy implications.

The impact of opportunity recognition, self-efficacy and cultural norms on growth
aspirations of early stage entrepreneurs is very complex, and to some extent also
country-specific. Especially in transitional countries, variables which are difficult
to quantify, such as nonentrepreneurial socioeconomic history, slow changing and
modernization of traditional values, and fragile institutional settings with unclear and
evasive rules of the games, should be taken into account. Because there is a possibility
that entrepreneurship research models can be culturally biased and may not accurately
reflect the reality in these countries, we should be careful when using them, and when
selecting countries to compare to, especially when policy-making advice is one of the
intended results of these models.

While conducting this research we faced some methodological doubts. Besides the
previously mentioned difficulties in explaining cultural support for entrepreneurship
motivation, there is a lack of comparable data for established entrepreneurs in the three
countries analyzed. Due to the very small sample, the adult population survey does
not provide a relevant sample data for established entrepreneurs. The sampling frame
for established entrepreneurs should not be the adult population but the population of
all enterprises within one country. In Slovenia, an attempt to resolve this problem is
made by conducting the other survey - the Slovenian Entrepreneurship Observatory,
in which some of the same issues as in GEM are investigated, but addressed towards
entrepreneurs taken from established companies (Rebernik et al., 2005).
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There is also the general problem of gathering data among the adult population by
household telephones - namely, the increasing number of households that are starting
to rely merely on their mobile phones. In Slovenia, in 2004, the number of mobile phone
subscriptions equaled the total number of inhabitants, and almost 10% of households are
now contactable only over mobile phone (Vehovar et al., 2004). The problem seems to
be the most severe in Finland, where the share of mobile-only households has already
approached almost 40% (Kuusela and Simpanen, 2002). We can expect that entrepre-
neurs are, in general, more active and less frequently sit at home by the stationary
phone. This could become a serious problem when attempting to determine the rate
of active entrepreneurial adults with a survey based on households with stationary
phones. Personal interviews could solve this part of the problem. Opportunity
perception, perceptions of cultural support for entrepreneurship and other so-called
perceptual variables are related to individuals and are not easily or quickly changeable.
Individuals form the society and its cultural and social norms, which are predetermined
by the society’s history. Our results would imply that at first sight historic similarities
of economic and social systems seen are not also necessarily leading to similarities in
the entrepreneurship process, particularly to similarities in growth expectations of
early stage entrepreneurs, and it is also reasonable to expect that the effectiveness of
government policies depends on the entrepreneurial history of a society.

Notes

1 We did not form a multi-item (combined) variable, due to some doubts considered later in this paper.

? Results of significance of country differences among nascent and new entrepreneurs are, especially
in comparisons including Croatia, less reliable, due to a very limited number of nascent and limited
number of new entrepreneurs that exhibit the growth aspirations analyzed. If more than 20% of
expected frequencies are less than 5, and/or at least one expected frequency is 1 or less, the result

of significance (two-tailed) of Fisher’s exact test are reported in Tables 3 and 4.
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Introduction

The ability to engage in exporting activities is necessary ingredient to ensure the
survival and growth of SMEs, especially in small market economy, like Slovenia. Glo-
balization processes, transition to market economy, membership in European Union,
progress in telecommunications and transport, and utilization of internet have opened
completely new business possibilities for Slovenian SMEs and at the same time exposed
them to fiercer international competition.

Our contribution seeks to enhance understanding of the internationalization of SMEs
in Slovenia and in this perspective the importance of learning and unlearning processes
for encouraging further internationalization of SMEs. Despite the importance of inter-
nationalization processes and volume of research in the field, there is still insufficient
knowledge about factors associated with the ability of SMEs to be engaged in interna-
tional activities.

Looking at the internationalization as the product of a series of incremental decisions
(Johanson and Vahlne, 1977), the decisions on improving the level of knowledge and
skills are very important especially when we consider internationalization to be path-de-
pendent, based on experience, sequential, local and relied upon feedback (Blomstermo et
al., 2004). Internationalization of firms implies accumulating new knowledge (ibid.) but
at the same time also discarding the knowledge that became obsolete (Hedberg, 1984;
Eriksson et al., 1997; Windeknecht and Delahaye, 2004; Blomstermo et al., 2004). In
this perspective, not only the process of learning but also the process of unlearning is
of special importance when discussing the internationalization of Slovenian economy,
and SMEs in particular.
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In the paper we, first, outline the internationalization as a learning process. Second,
we sketch a simple verbal model to show the complexity of learning and unlearning.
Third, we introduce internationalization processes in Slovenia and their tardiness,
and, finaly discuss some learning and unlearning challenges that Slovenian SMEs are
facing. In conclusion, we summarize our findings on the importance of learning and
unlearning for the internationalization, and develop some implications for (economic)
policy concerning the internationalization of Slovenian SMEs and need for further
research.

Internationalization as a learning process

The Uppsala model of internationalization shows the importance of experiental
knowledge generated by managers and staff exposed to doing business in interna-
tional markets. Understanding organizations as an information processing systems
where experiental knowledge is stored in organizational memory (Christensen et
al., 2004) brings an important caveat for transitional countries like Slovenia. During
their ‘previous life’ in socialism/communism these countries have accumulated much
experiental knowledge that has grown obsolete and should be disposed because it
became useless and impedes the accumulation of new knowledge needed for market
economy and internationalization.

Transitional economies, like Slovenia, to a greater extent than mature market
economies lack each type of experiental knowledge: business, institutional and
knowledge on how to internationalize. None of them can be obtained without costs and
it is hard to be planned in advance (Eriksson et al., 1997). Business knowledge, i.e. the
knowledge on customers, competitors and foreign markets is similar to the knowledge
that the firm doing business at domestic markets is already exploiting. Institutional
knowledge is much harder to obtain. It is consisted of knowledge of government and
institutional framework, rules, norms and values in the targeted markets. The third
type of knowledge is the knowledge on the process how to internationalize, and is very
firm specific, embedded in the routines, norms and structure of the firm (Blomstermo
et al., 2004).

If according to Johanson and Vahlne (1977) the knowledge is stored in the decision
making system, when decision-makers leave the company, the knowledge is lost.
Many of new companies in Slovenia in period 1990 - 1995 was formed by ‘drop-out’
managers of large and medium sized companies. As many managers of previously (big)
socialist companies has formed their own companies, usually as sole proprietorships,
the experiental knowledge embedded in organizational routines has been lost. Large
and medium-sized companies have lost the expertise gained at international markets,
while newly formed (very often one man band) companies did not have the resources to
internationalize. They may have had the desire but not the capital and people.

Oviatt and McDougal seminal work on internationalization (Oviat and McDougal, 2005;
Autio, 2005) called our attention to companies that are international from inception.
They don't follow the stage model and they start their businesses in international
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environments without previous collecting of experiences on domestic markets. Born
global don't develop routines that could interfere with internationalization and long
domestic operations are not a prerequisite in the internationalizing process (Blomstermo
et al., 2004).

Research by Christensen et al. (2004) shows that organizational routines play a role
in guiding initial international activities of companies but do not give an answer how
to accelerate the process of creating routines that would support the internationaliza-
tion. Hierarchy of routines (Nelson and Winter, 1982) would lead us to conclusion that
changing of dominant beliefs of top managers could be the answer. But here again, we
enter the twilight zone of transitional economies where institutional arrangements are
not build-up yet, rules of the game and the structures of payoffs (Baumol, 1990) are not
determined, many agency problems exist, false cooperation (Rebernik, 1999) is taking
place, and requisite holism is missing (Rebernik and Mulej, 2000).

Many definitions of organizational learning and knowledge sharing exist (Hedberg,
1984; Cummings, 2003; Argyris, 2004; Esterby-Smith and Lyles, 2005). According
to definition that ‘an organization learns in only two ways: (a) by the learning of its
members, or (b) by ingesting new members who have knowledge the organization didn't
previously have’ (Simon 1991, p. 125) our attention should be paid also to individual level,
as at both levels the learning and unlearning is taken place.

Complexity of learning and unlearning

Even though we are still not able to answer the question what are the relevant organ-
isational and individual-level competencies for internationalisation (Autio, 2005), we
know that any understanding involves both learning new knowledge and discarding
obsolete and misleading knowledge and that sometimes the unlearning may be as
important as is adding new knowledge (Hedberg, 1984; Sinkula 2002). Nevertheless,
until recently not much research has been devoted to area of unlearning even though
presence of certain knowledge may constrain learning or even encourage ineffective
learning (Cummings, 2003).

It is interesting that young firms may have cognitive learning advantages entering new
market because of fewer ‘systemic rigidities’ as before learning they don't need to unlearn
established routines (Autio et al., 2000). This would mean that the later a firm internation-
alizes, the more likely it developes competencies that constrain the opportunities it sees
(Sapienza et al., 2003). For unlearning to take place intentional forgetting of some parts
of existing individual and organizational knowledge is needed. Firm must “disorganize”
some part of its knowledge store (Holan et al., 2004). Similar disorganization must take
place also at individual level. The complexity of never-ending learning and unlearning
processes is depicted in Figure 1.
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Figure 1: Complexity of learning and unlearning

SOCIAL, CULTURAL, ECONOMIC, POLITICAL CONTEXT

AREAS OF KNOWLEDGE:

BUSINESS KNOWLEDGE
INSTITUTIONAL KNOWLEDGE
INTERNATIONALIZING KNOWLEDGE

LEARNING
UNLEARNING
LEARNING
UNLEARNING

INDIVIDUAL LEVEL ORGANIZATIONAL LEVEL
EXPLICIT KNOWLEDGE INERT KNOWLEDGE
TACIT KNOWLEDGE ORGANIZATIONAL MEMORY
MENTAL MODELS ORGANIZATIONAL CULTURE
LEARNING
UNLEARNING

Source: Windeknecht and Delahaye (2004); Eriksson et al. (1997); Blomstermo et al. (2004)

There are two constituents of knowledge relevant for internationalization, one is owned
by individuals, and the other is stored in organizations. They both relates to business
knowledge, institutional knowledge and internationalization knowledge (Erickson
et al., 1997; Blomstermo et al., 2004). Each type of knowledge has three dimensions
(Windeknecht and Delahaye, 2004; Becker, 2005). The first dimension is explicit, easy
to be articulated, identified, transferred and documented. The second dimension is
tacit, intangible, hard to be defined and expressed. The third dimension is the one
that is usually cited as weltanschauung, terms of reference, mental models, etc. It is the
dimension that is the most difficult to be articulated, and therefore to be changed or
unlearned. Explicit knowledge, tacit knowledge and mental models at individual level
are to a certain degree synonymous with inert knowledge, organizational memory and

organizational culture at organizational level.

Learning and unlearning is permanently taken place in all knowledge areas and with all
types of knowledge which makes the phenomena very complex and hard to comprehend,
especially because processes are mutually dependent on the social, cultural, economic
and political context which is different from country to country. This not only makes
internationalizing processes very hard to compare between countries but also call for
our prudence when transferring experiental knowledge from one context to another.
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In the next section we will show some of the basic characteristics of Slovenian economy
and SMEs and their functioning in international environment.

Tardiness of internationalization processes in Slovenia

Main characteristics of Slovenian economy and SMEs

Slovenia became independent state after the collapse of the Socialist Federal
Republic of Yugoslavia in 1990. The country with two million people has entered
European Union (EU) in May 2004, and is among the most advanced of all transition
economies in Central and Eastern Europe, not far behind the less developed countries
of the “old” EU. A GDP per capita at purchasing power parity (PPP) exchange rates
of EUR 17,400 in 2004 (Bank of Slovenia data) represents 78 per cent of the EU-25
average GDP per capita and places Slovenia above average level of medium-income
countries.

Since 1990 Slovenia has undergone a threefold transition: (i) transition from a socialist
to a market economy, (ii) transition from a regional to a national economy, and (iii)
transition from being a part of Yugoslavia to becoming an independent state and a
member of the EU (Mrak et al., 2004). Yet, Slovenia accomplished only the first stage
of transition, which was carried out in the context of creating the new independent
state and reforms, aimed at macroeconomic stabilization and internal and external
liberalization, and significant challenges still remain. These are in part the result of
delays in some crucial (structural and institutional) reforms associated with the unique
path of transition (i.e. a gradualist approach to the economic reform), including, among
others, the building of some institutions (the problem of the so-called ‘implementation
gap’), the privatization of state-owned assets, health reform, the second stage of pension
reform, the reform of the enterprise sector, the financial sector, and the reform of public
administration.

Slovenia has a relatively short entrepreneurship tradition since its private sector started
to grow only after the start of its reorientation towards a market economy in 1989.
After a sharp increase in the number of small and medium-sized enterprises at the
beginning of 1990s, the process of rapid development of small business sector slowed
down considerably after 1994. On average, the largest part of SMEs could be found in
trade and repair industry (24 per cent), followed by real estate and business activities
and manufacturing (each 19 per cent), construction (13 per cent) and transport and com-
munication (10 per cent).

The comparison of Slovenian and EU firms (Table 1) shows that the structure of the
economy in terms of number of firms, number of employees and the average number
of employees per firm is very similar to European average, less so in turnover per
enterprise and value added per employee.
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Table 1: Some indicators of Slovenian SMEs in comparison to EU-19 in 2002 and 2003

Micro, small and medium enterprises (SMEs)

Micro  Small  Medium SMEs Total tﬁ{gfprises Total
Number of Slovenia 2002 8536 442 1M 89,14 0,30 89,45
enterprises 2003 8541 4,54 110 91,06 0,30 91,35
(in 1000s) curope-19 2000 19.040 1200 170 20.415 40 20.455
2003 17820 1260 180 19.270 40 19.310
Share o Stovenia 2002 9347 495 1,25 99,66 0,34 100,00
nterprises 2003 9350 4,97 1,21 99,67 0,33 100,00
% Furope-19 2000 9310 590 0,80 99,30 0,20 100,00
2003 92,28 6,53 0,93 99,74 0,21 99,95
Slovenia 2002 13425 9156 11600 34181 203,14 544,94
Fmployment 2003 134,83 9156 116,00 342,39 203,14 545,52
(in 1000s) Europe-9 2000 41750  23.080 15960  80.790 40.960 121.750
2003 55.040 24.280 18100  97.420 42.300 139.720
Slovenia 2002 2455 1595 2154 62,04 37,96 100,00
Employment 2003 2472 1678 2126 6276 37,24 100,00
share in % Curope-19 2000 3430 1900 1310 66,40 33,60 100,00
2003 3939 1738 1295 6973 30,27 100,00
Average
enterpnse Slze:
Slovenia | 2002 162 19,84 106,42 3,82 689,62 6,15
Employment 2003 1,58 2007 10536 376 683,96 5,97
per enterprise Europe-19 2000 2 20 95 4 1.020 6
2003 3 19 98 5 1.052 7
Tumoverper Sloveni 2002 0,14 2,03 9,46 0,37 66,42 0,56
entororise i 2003 0,13 2.1 10,35 0,35 69,43 0,57
millon eurc)  Europe-19 2000 0,20 3,00 2400 0,60 255,00 1,10
2003 0,44 3,61 2568 0,89 319,02 1,55
Valueadded g0y 2002 172 2307 2223 2067 26,90 23,02
per employee 2003 1771 2425 2373 2150 28,70 24,18
(inthousand o 2000 40 75 105 65 115 80
euro) UIOPEIY 9003 40 60 90 55 120 75
e 2002 4614 6156 6707 58,39 61,75 59,88
A L —
n 0,
addedin% — Europe19 pp00 g 57 55 56 47 52

Note: According to the methodology of European Observatory of SMEs, companies in A-
agriculture, hunting and forestry, B-fishing, L-public administration, defence, social insurance,
and M-education are not included

Source: For Slovenia IPMMP according to data, provided by AJPES (in 2002 and 2003), for
Europe-19 European Observatory for SMEs - 6th Report (in 2000) and 7th Report (in 2003)
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Internationalization of Slovenian economy and SMEs

The internationalization of enterprises in Slovenia, like in other transition economies,
is gaining importance only in recent years. Academic research on internationalization
in Slovenia has been addressed seldom if compared to other countries and has been
fairly limited. Researchers have been focused mostly on trends and characteristics
of inward FDI and, in recent years, also on outward FDI of large firms (Pusnik and
Rebernik, 2008). There is still insufficient knowledge about the internationalization
of SMEs.

The main reasons for limited research on internationalization of Slovenian
enterprises and on internationalization of SMEs in particular are availability of
data and statistical problems. General unavailability and modesty of systematic and
comprehensive data, limited time series and scope of data, changing methodology
and reluctance of firms to report set limits on a substantive empirical and qualitative

analysis.

Slovenia has traditionally been an open economy and the most outward-oriented
Yugoslavian republic, with export being the most widely used foreign market entry
mode. International knowledge was gained relatively early compared to other socialist
economies also in other internationalization modes, since Slovenian firms began
investing abroad already in the 1960s, firstly in order to facilitate import, than to
facilitate export and lastly for general systemic reasons (Jakli¢ and Svetli¢i¢, 2001a;
2001b; 2003a; 2003b; Jaklié, 2003, p. 205). Already in 1980, developed countries
accounted for 58 per cent of all Slovenian exports and in 1990 Slovenia accounted for
29 per cent of Yugoslavian exports in 1990 and 20 per cent of its GDP despite having
just 8 per cent of its population (Pleskovié and Sachs, 1992, p. 2; cited by Jakli¢ 2003,
p. 14).

During the past decade and a half, internationalization through outward foreign direct
investments (FDIs) has came under the pressure of the processes of globalization,
liberalization, deregulation, privatization and democratization the most dynamic
instrument of integration in the world economy since they has grown relatively
quickly, even faster than inward investment (UNCTAD, 2004). Indicators of trade
integration and internationalization of Slovenian economy show that Slovenia
has becoming more integrated within the international economy (Tables 2 and 3).
However, trend in outward FDI indicates that Slovenian economy is still in the early
phase of internationalization. Slovenian enterprises' FDI abroad totalled € 2,200.3
million at the end of 2004 (Bank of Slovenia data) and records a relatively high growth
rate for fifth consecutive year. The value of inward FDI in Slovenia totalled € 5,633.1
million at the end of 2004, and has increased from 2003 and 2002.
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Table 2: Trade integration of goods and services of Slovenian economy in international

perspective in 2004
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* Index oftrade integration of goods and services: average value of imports and exports of goods
(services) divided by GDP, multiplied by 100
** Average value of inward and outward foreign direct investment flows divided by gross

domestic product (GDP)
Source: UNCTAD (2004).

Table 3: Indicators of internationalization of Slovenian economy

Foreign sale/total sale (in %)*

Import of goods and services
(real growth in %)

Export of goods and services
(real growth in %)

Inward FDI flows as a % of gross
fixed capital formation

Outward FDI flows as a % of
gross fixed capital formation

Inward FDI stock as a % of GDP
Outward FDI stock as a % of GDP

* Sole proprietorships excluded

1993

0.6

47

0.04

3.8
1.5

1995

1.3

8.9
2.5

1998

6.7

45

-0.1

12
2.3

1999

(ee]

1.6

52 2000

~
(@p]

15.3
4

w3 2001
[@a]

6.3

79

16.4
49

53 12002

=~
w©

67

13 12003

3.2

2.9

4.8

15.6
6.5

Sources: Bank of Slovenia; AJPES; UNCTAD, 2001, 2003 and 2004, Annex Tables B5 in B6

The ratio of foreign revenues to total revenues of Slovenian enterprises (Figure 2) also
indicates the early phase of internationalization of Slovenian enterprises. Almost two
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third of Slovenian enterprises makes their revenues only on domestic markets and only
one third of enterprises (23.4 per cent in 2003) also on foreign markets (AJPES data).
These exporters employs almost one quarter of employees (71.4 per cent) and have the
largest share in total annual turnover (78.6) and added-value (77.3 per cent).

The most export-oriented are large enterprises, which create the largest share of
revenues on foreign markets (32.9 per cent). Medium-sized enterprises create 23.0 per
cent revenues on foreign markets and small enterprises 12.8 per cent. Large enterprises
create also the largest share of total revenue both on domestic (53.5 per cent) and foreign
markets (74.2 per cent). In the period 2000-2003, the ratio of foreign revenue/total
revenue of all three class sizes has increased, indicating the increasing international-
ization in term of export orientation.

Figure 2: Foreign revenue/total revenue of Slovenian enterprises 2000-2004

40
35

RREE

2000 2001 ' 2002 2003 ' 2004*
M Large M Medium Small

Foreign revenue/
total revenue in %

* In 2001 and 2004, the criteria for classification of enterprises into large, medium and small
enterprises have changed by Enterprises act (Uradni list RS, 45/01, 59/01, 139/04).
Source: IMAD 2005 according to AJPES data.

The international operations of Slovenian SMESs are rather simple. A survey among
161 internationalized and 86 non-internationalized Slovenian SMEs in 2003 (Ruzzier,
2004) shows that almost three quarters of SMEs use 1 or 2 operating modes. The most
frequently used mode of entry the international markets is direct exporting (used by
66 per cent of enterprises), followed by importing (27 per cent), export through an inter-
mediary (15 per cent) and contract entry mode (12 per cent). Franchising, joint venture
direct investment and other non-specific modes are very rarely to be found among
Slovenian SMEs.

In another survey (Burger and Svetli¢i¢, 2004) among 180 companies from Czech
Republic, Estonia, Hungary, Poland and Slovenia, market motives have proved to be
by far the most important with almost no differences among motives for investing
abroad between SMEs and large firms. Second motive for Slovenian SMEs to start
international activities is to fill the gap/niche in the product/service market followed
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by the opportunity to meet the existing demand for products and services. Exploiting
the opportunity to position at a lower price and the opportunity to cut costs seems to
be the least important motive for internationalization. One of the reasonsis that SMEs
are generally more focused on niche markets where products and services are more
differentiated and accustomed to specific needs of known customers and are often less
price-elastic (Burger and Svetli¢i¢, 2004). SMEs also much more rarely follow long-term
strategic motives (technology, brand names, networks) in their outward international-
ization than large firms.

Slovenian SMEs need on average between one and two years to start their interna-
tional activities, but many enterprises never achieve higher rates of foreign annual
turnover. They may never exceed 5 or 10 per cent of their annual turnover or they are
just occasional exporters. On the other hand, many enterprises increase their foreign
turnover very fast (10 per cent of foreign trade on average in 2 to 3 years and 20 per
cent in on average 3 to 4 years) and they represent the major part of their total turnover
(Ruzzier, 2004).

Slovenian SMEs operates in a relatively small number of markets. Majority of inter-
nationalized Slovenian SMEs (39.8 per cent) sell their products or services in 1 to 3
countries, while 4.3 per cent sold them in 21 or more countries. The most common
countries in which Slovenian SMEs operate are Italy, Austria and Germany, followed by
countries in former Yugoslavia and Russia, other EU countries and associate countries.
Slovenian SMEs operate least in the USA and Canada, which shows that these countries
are still 'distant' markets for Slovenian enterprises (Ruzzier, 2004).

Research of entrepreneurship activity in Slovenia based on a survey among 3.016
adults in 2005 (Rebernik et al., 2006) shows that less than ten percent of Slovenian
enterprises have on average more than three quarter of customers on foreign markets.
New enterprises are less export-oriented than established enterprises, a result being
consistent with those theories of internationalization, which consider export activities
as evolution process.

In the next section we will discuss some selected issues and expose some ideas what is
to be learned and unlearned on the individual, organizational and societal level in order
to encourage Slovenian companies to become more international.

Learning and unlearning challenges for Slovenian SMEs
Development of competences

Slovenian Entrepreneurship Observatory reports that Slovenian firms are more likely
to be aware of the importance of the development of competences than European
companies. This is probably because of the awareness of Slovenian enterprises that
their lagging behind their European counterparts is mainly due to a lack of knowledge
and skills. More than 45 per cent of European and only 28 per cent of Slovenian SMEs
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have a (special) person or a group of people employed in charge of developing knowledge,
experience and skills of employees. An important obstacle in the development of
competences is that the owners of SMEs are often unable to identify missing knowledge
or skills. Only a small number of SMEs acknowledge the problems related to the iden-
tification of professional needs and the finding of useful resources for the development
of competences.

Looking at organizational learning in Simon's (1991) way and understanding inter-
nationalization as a learning process, one can expect a company to internationalize
if (a) individuals are willing and capable of learning, or (b) where company is open
and capable of employing diverse people. Due to the short entrepreneurship history
in Slovenia in companies, there are not much established routines that would push
for learning of its members, and as the employment is local, the process of learning is
suppressed.

Visiting exhibitions and fairs, reading professional literature and meetings organised for
the exchange of information are among the most important methods used by enterprises
in order to increase the level of knowledge, experience and skills. Slovenian enterprises
(between 70 per cent and 80 per cent of surveyed enterprises) use these methods more
often than European companies (between 30 and 60 per cent of surveyed enterprises).
Both Slovenian and European large enterprises use these methods more frequently.
After this comes cooperation with advisers, which is used by 59 per cent of Slovenian
and 33 per cent European SMEs (Rus and Kroslin, 2004).

A major assumption of the stage process theory is the gradual accumulation of
knowledge, which can be accelerated if SMEs cooperate within industrial clusters
(Matlay and Mitra, 2004; Prashantham, 2005). Clusters also support the regional
development and provide a fertile environment for internationalization at the cross-sec-
tion of global and local. Clustering initiatives fits well with arguments that industrial
innovation is of crucial importance to economic growth.

The idea of cluster development in Slovenia goes back to beginning of the 1990s, when
the concept of clustering was introduced to the wood processing industry (Petrin, 1991).
In 2004 more then 350 enterprises and institutions and almost 55,000 employees were
involved into clustering (Rebernik et al., 2004). Cooperation of companies in clusters
enhances knowledge sharing and accelerates learning and the results of clustering
have been encouraging and awareness of clustering has significantly increased.
Highly specialized supply chains are developing within the clusters, and the process
of outsourcing parts of the value chains that feature lower added value to other regions
with lower labour costs has been started. Connections to Italian, Austrian and German
clusters have already been established, in part through joint participation in the 6
European Framework Programme.

Not many studies focus on strengthening internationalization via cross border
clustering. The Observatory of European SMEs (2002) indicates that the barriers to
increase cross border cooperation are mostly linked to differences in legislation (the
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labour market, construction and housing, social services, environment and planning,
tax policies, education and research, infrastructure and logistics, culture and shared
identities, and industrial politics). However, the effects of the Single Market should
lead to these barriers being lowered. Very often linguistic barriers and differences in
mental and institutional distance matter. Company managers are often familiar with
regional and national R&D institutes due to earlier experience, but are unfamiliar with
the institutional setting abroad. Thus, in spite of the European efforts at integration and
several cross-border initiatives, national innovation systems with their regulations and
institutional settings are still important for a company’s innovation interactions, and
companies from different regions remain strongly embedded in their respective regional
and national innovation systems (The Observatory of European SMEs 2002, p. 26).

Obviously the physical borders between countries are not the main difficulty to face in
attempting to form a cross-border regional cluster and a network of international firms.
Beside lack of institutional knowledge, the main obstacle is the difference in mental
models and in organizational cultures.

Technology development

According to GEM Slovenia survey among 3,016 adult populations in 2005 (Rebernik et
al., 2006) only 4.9 per cent of Slovenian new enterprises and 5.6 per cent of established
enterprises are convinced that their products and services are new to all potential
buyers. Larger share of enterprises believe that their products and services are new
to some potential buyers (29.2 per cent of new and 16.2 per cent of old enterprises).
Slovenian enterprises use mostly technology which is available for five and more
years (78.5 per cent of new enterprises and 62.5 per cent of old enterprises). Only some
enterprises (7.4 per cent of new and 14.1 per cent of old enterprises) have technology,
being available less than one year.

In order to encourage internationalization, innovation orientation of Slovenian
companies and technology they exploited has to be improved. We consider successful
technology transfer mechanisms to be an important determinant for internationaliza-
tion of SMEs in Slovenia. Some initiative can be seen in this field but its effectiveness
is rather poor and universities have only recently established university incubators
and technology transfer offices. Technology and research transfer is according to GEM
Slovenia surveys the second most unsettled entrepreneurial framework conditions
in Slovenia (Rebernik et al., 2005; 20086).

To successfully achieve technology and research transfer, networking between
university (professors, researchers) and the local economy, between financial in-
stitutions and various entrepreneurship promotion institutions (Small Business
Development Agencies, the Chamber of Commerce and Industry, developmental
agencies, etc.) is extremely important. In Slovenia, these supporting institutions are
numerous, but their cooperation is poor. They mainly operate at individual level and
are largely ineffective. In general, Slovenian universities do not take responsibility for
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helping small and medium-sized enterprises in their technological development or in
the process of internationalization.

One of the key problems in connecting university and SMEs in Slovenia is the
lack of technological development of small enterprises. In addition, they have a
short research horizon and often lack the knowledge needed for cooperation;
while academic staff are not particularly interested in cooperating with smaller
enterprises, as they generate little or almost no income. Institutional, cultural and
infrastructural barriers can all be identified as explanations for the lack of success
in knowledge transfer (Rebernik, 2003).

Among institutional barriers, the present mode of functioning of Slovenian university
system is the most influential. It does not direct researchers and staff into the commer-
cialization of research. Universities are still predominately pedagogical rather than
research institutions. In order to meet their obligations, academics mainly need to teach
and research. To gain promotion and tenure, teaching staff need to publish papers and
gain citations, rather than prove the practical applicability of their research.

Considering cultural barrier, the prevailing mode of thinking at universities is still
mainly administrative. The transfer of innovation into entrepreneurial practice is a
complex process that needs to be dealt with as a whole. The complexity of this process
is even greater in the university environment, where public and private interests are
combined. Most innovations that can be commercialized come from technical faculties
where there is little business knowledge available and where the creators of innovation
rarely have any entrepreneurial knowledge or experience. Successful transfer of
knowledge can only be made possible if university is capable of promoting creative
team work between technical and business knowledge, and establishes cooperation
with successful companies, investors and various support institutions. The prevailing
system of values at institutions of higher education in Slovenia is not inclined towards
entrepreneurship. The peculiarities of Slovenian academic culture, which often sees
involvement in commercial tasks as a violation of consecrated research work, makes
the transfer and commercialization of technology even more difficult.

Among infrastructural barriers for technology transfer relatively underdeveloped
economic and business environment that surrounds universities together with lack
of efficient promotional mechanisms and schemes is to be mentioned. There are
no supporting mechanisms at universities with which we could facilitate the weak
cooperation between university and business. The practice of company set up stemming
from the cooperation between university and its partners is not valued in Slovenia.
Neither of the Slovenian universities has yet developed business incubators up to
the point that would focus on the transfer of research directly into entrepreneurial
practice. The entrepreneurial scope of Slovenian universities and research institutes
is still limited to single cooperation agreements and rare joint projects with established
(larger) firms.
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Slovenia faces a challenge to remove said institutional, cultural and infrastructur-
al barriers for success in knowledge transfer. The main obstacle in learning and
knowledge sharing are in organization culture and organizational memory, as well as
mental models.

Growth ambitions

GEM surveys on growth aspirations of Slovenian entrepreneurs measured by intended
employment of people, by expansion of market and export show that their ambitions are
very high when they establish a company but they drop significantly when companies
become older and more experienced (Rebernik et al., 2005). Experiental knowledge in
this case leads to more cautious operation. On average 13 per cent of Slovenian nascent
and new entrepreneurs planned in next 5 year the employment of more than 20 people
and to export more than 50 per cent of their products. When we surveyed established
companies, which were older than three and a half year, less than 4 per cent still had
such intentions. Analyzing Global Entrepreneurship Monitor data for years 2002, 2003
and 2004 we find out that the growth aspirations of Slovenian entrepreneurs are also
significantly higher when compared to Croatian and Hungarian entrepreneurs (Tominc
and Rebernik, 2005). However, when making conclusions about growth ambitions we
should consider that the majority of SMEs are mainly oriented on home markets not
just because their owners may not have the ambitions to grow and internationalize but
also because barriers to entry are probably higher for them than for larger companies
(Acs et al., 1997).

International entrepreneurship and internationalization have a common heritage
(Welch, 2004, p. 145), and the decision to internationalize is one of the most important
decision the entrepreneur will ever make (Ibrahim, 2004, p. 133). Aslearning in SMEs
occurs only when entrepreneurs and owners/managers recognise the need for acquiring
new knowledge, their growth ambitions are important. Internationalization makes
sense only when companies want to increase their long-term profitahbility. Decisions on
long-termed profitability are of strategic nature. In smaller companies where ownership
is not separated from management, strategic decisions are made by lead entrepreneur.
In larger companies they are made by agents (top management) based on governing
instructions set by principals (owners). Internationalization decisions therefore depend
either on growth ambitions of lead entrepreneur or on the extent of agency problems.

We don't have studies on how agency problems in Slovenian SMEs would oppress
internationalization, but taken into account unfinished transitional processes and
infant institutional environment in Slovenia we may hypothesise that such problems
exists and cause lower efficiency of SMEs in majority of cases where ownership is
separated from management. On the other hand, dramatic decrease of growth
ambitions with the aging of the company is a clear warning sign that the business
and cultural environment of Slovenian SMEs at the moment is not supportive for
ambitious growth oriented companies.
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Conclusions

The strengthening of internationalization in recent years indicates that Slovenian
enterprises are gradually realizing that, without internationalization, they can no
longer maintain their market shares as internationalization is almost a necessity
given the limited domestic market size (De Clercq et al., 2003, p. 3). However, even
though Slovenia is a very small market it seems that it hasn't yet developed its
economy up to the point that limited market size would press more aggressively for
internationalization.

Slovenian internationalization pattern demonstrates that internationalization
remains a cumulative learning and unlearning process at both the individual and or-
ganizational level despite the fast changes in the international environment. In this
perspective, business, institutional and internationalization knowledge combined with
the elimination of institutional, cultural and other barriers and more promotion is an
important tool that can convert the prevailing externally forced internationalization
(globalization and European Union integration) into a more endogenous one.

Some determinants are of special importance for internationalization of Slovenian
SME:s. First, Slovenia as transitional economy lacks each type of experiental knowledge:
business, institutional and internationalizing knowledge. Second, although some
experiental knowledge is stored in SMEs there are not much established routines
that would push for learning of its members, and because the employment is local, the
process of learning is extremely important. Third, SMEs very often lack the capabil-
ities and/or resources to expand their operations abroad. Forth, Slovenian SMEs are
aware of the importance of development of knowledge and competence, but only small
number of them acknowledges the problems of identification of professional needs and
the finding of useful resources for the development of competences. Moreover, interna-
tionalization of SMEs is oppressed by existing agency problems, as well as by business
and cultural environment that is not supportive for growth ambitions of lead entre-
preneurs. Furthermore, technology transfer is not yet successful in Slovenia. Finally,
SMEs dominate in services industries, which are bounded locally and cannot cross
border so easily.

In Slovenia, the improvements in internationalization of SMEs could not be expected
without a supportive entrepreneurial environment, which would create not only necessary
conditions for growth of enterprises through internationalization, but also conditions for
emergence and growth of new enterprises. The latter is of special importance since the
Global Entrepreneurship Monitor (GEM) placed Slovenia in the bottom of the researched
countries; being 41st out of 44 countries in the 2002-2004 period, and in the 17th place
among 20 European countries, with 4,4 per cent of adult population engaged in early
stage entrepreneurial activities in 2005 (Rebernik et al., 2005; 2006).

In order to encourage entrepreneurship and the process of learning new knowledge
and discarding obsolete and misleading knowledge at individual and organizational
level, there is a need to improve entrepreneurial framework conditions, which directly
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or indirectly affect the level of entrepreneurship in Slovenia. A special attention should
be given to government regulation and programs, transfer of R&D, cultural and social
norms and education system, which are according to GEM Slovenia surveys proven to
be the most unsettled framework conditions in Slovenia (Rebernik, Tominc and Pusnik
2005, 2006). The highest emphasises need to be placed on improving the quality of
education for entrepreneurship in order to build entrepreneurial thinking and values;
supporting the development of knowledge and competence in enterprises; changing
public attitude toward entrepreneurship; encouraging growth ambitions of entrepre-
neurs, resolving agency problems in Slovenian SMEs, and supporting international-
ization of clusters and transfer of research and development.

A policy-mix that create environment for the development of key services and insti-
tutions which would support the internationalization of Slovenian SMEs. It seems
that Slovenian government has recognized the importance of internationalization
for development since a competitive economy and faster economic growth through
supporting internationalization, increasing inflows of development-promoting
domestic and foreign investment and fostering entrepreneurship has become one of
the five key development priorities of new Slovenia’s Development Strategy 2006-2013
(2005). However, in order for Slovenia to achieve this goal it needs to prepare and
deliver sweeping structural reforms and provide effective policy-mix that would on
one hand close the implementation gap in institution’s building, and on the other hand
provide supportive institutions, which would facilitate the development of entrepre-
neurship and internationalization. A key role in fostering entrepreneurship in glo-
balization has regional economic policy, which must be characterized by networking
and anticipation (Tajnikar and Pusnik, 2005).

DPublic understanding and awareness of the importance of internationalization not only for a
survival and growth of enterprises, but also for economic and social development and welfare
of individuals in Slovenia. Changes in cultural and social values are needed, where the
main stress should be placed on improving public perceptions of the importance of
internationalization as well as on general acceptance of foreign know-how and capital.
Slovenian population needs to overcome slight dislike of foreign capital and create
the awareness that foreign capital may be instrumental in creating jobs, enabling the
growth of enterprises and fostering economic and social development, as well as a mean
for (un)learning.

An important tool of awareness building in this perspective is the promotion of inter-
nationalization, which is to be ingrained in education system. Education is accountable
for the development of more dynamic, flexible and open-minded individual, capable
of responding swiftly to the challenges of globalization. Education needs to develop
entrepreneurial qualities and skills of individuals, who would be aware of the entre-
preneurship as a career option and of the importance of internationalization for the
survival and growth of their enterprises, qualified to recognize the need for acquiring
new knowledge either by learning of its members or by ingesting new members with
knowledge the organization did not have previously.
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The process of unlearning in which obsolete knowledge and values would be deliberately
replaced is also of utmost importance for transitional countries as Slovenia. Living and
doing business in socialism/communism for three generations created a lot of values
and experiental knowledge that put obstacles not only for international business but
also for everyday running of efficient business. Unfortunately, unlearning processes are
neglected in the internationalisation literature (Christensen, 2004, p. 27), even though
generation of new knowledge is faster in conditions under which there are few existing
organizational routines to unlearn (Autio et al., 2000, p. 911). In order to facilitate the in-
ternationalization process it is necessary to think about ways of eliminating old mental
models, methodologies and contents which no longer go along with the real world and
internationalization needs (Rebernik, 1997; Rebernik and Mulej, 2000). Along with
exploitation and exploration, deliberate unlearning should be fully taken into account
when encouraging the internationalization of SMEs.

Comprehensive and integrated research, which would provide sufficient knowledge about
internationalization of SMEs and the importance of learning and unlearning for ongoing
success of organizations on foreign, as well as on domestic markets. Methodology and
measures of internationalization of SMEs should be further refined and developed in
a way to capture (un)learning as a determinant of internationalization of (Slovenian)
SMEs. While literature to date has provided a sound basis for development of the
model of learning both on individual and organisational level, empirical research is
required to inform the debate about unlearning at both levels (Becker, 2005). Inter-
nationalization as learning and unlearning process needs to attract an integrative
research attention from various sciences (international business and entrepreneur-
ship, social sciences, psychology, philosophy etc.) with the purpose of advancing
descriptive and normative SMEs international theory. For further research Slovenia
must improve standardized statistical data and overcome statistical problems (the
limited scope of data, changing methodology, and reluctance of firms to report) that
limit research on internationalization of both large and SMEs.

Even though internationalization has become a necessity not only for companies to
survive and grow and for economies to develop we are still not able to answer the
question what are relevant determinants of internationalization, especially for inter-
nationalization of SMEs. We know that the decisions to internationalize implies accu-
mulating knew knowledge and at the same time also discarding obsolete knowledge,
and we also know that learning and unlearning is important. Yet, we will still have
to find answers to the questions concerning relevant organizational and individual-
level competence for internationalization and in what way processes of learning and
unlearning could be encouraged in order to support individuals and organizations to
make decisions on internationalization.
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Introduction

Not all innovation processes require the creation of a new venture. Not all new venture
creation is based on the introduction and dissemination of an innovation. This chapter
concerns the situation where actors consciously choose to introduce an innovation by
means of creating a new venture so that the two activities are intricately intertwined.
For this situation we will contribute a systems theory perspective in order to point to the
need for creative cooperation of different disciplines, so that they would better use their
capabilities by making synergies among several of them. We will set out the dialectical
system, which means a synergy or system of all crucial viewpoints and helps thinkers,
decision makers and other actors attain the requisite holism. How important requisite
holism is in the issue of new venture creation becomes clear when we observe the
difficulty of venture survival (Shepherd et al. 2000; Delmar and Shane 2004; Rebernik
et al. 2008; Sirec and Rebernik 2009).

The chapter is organized as follows. We first provide a brief summary of the holistic
focus of systems thinking. We next provide a closer focus on dialectical systems
thinking and the related law of requisite holism/realism. Then we apply dialectical
systems thinking and the law of requisite holism to innovative new venture creation,
which results in the articulation of a four-stage process model. We conclude that Mulej’s
dialectical systems theory offers a helpful conceptual and practical approach to the
creation of new ventures based on introducing and disseminating innovations.

A brief summary of the holistic focus of systems thinking

Systemic thinking is unavoidable for mastering all preconditions of innovation
involving new venture creation quoted or discussed in this chapter. It has been and is
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amillennia-old attribute of successful people and the root cause of their being different
from the less successful ones. A theory about it was created in the mid-twentieth
century.

We are talking about human thinking style. Edward de Bono, the world-famous author
on creative thinking, said: “Thinking is the most important human behaviour’ (de Bono
2003). We would add that holistic and creative thinking is what he must have had in
mind - and rightly so. This is what systems theory has been created for (Davidson
1983). Ludwig von Bertalanffy, a philosopher, historian of art and theoretical biologist
(Drack and Apfalter 2007), hence an interdisciplinary thinker, is the father of the
general systems theory, the oldest of the well-known systems theories, which are now
abundant (Francois 2004). He found, some seven to eight decades ago, that the human
way of fighting human problems is also the cause of human problems. Humankind,
millennia ago, developed the attitude that humans have dominion over nature, rather
than being a part of nature and adapting to our natural environment. Since then, and
especially in the twentieth century, we have - as humankind - developed a vast array of
insights into the laws of nature and the methods/technologies and techniques of using
them. We benefit from them; we have never lived a better life, by our own criteria. But
we can no longer really understand and master our lives, because we - as humankind
—know so much that we — as individuals - must be narrowly specialized. And we do not
live as humankind, but as individuals and groups. The whole is fragmented into parts,
which might no longer be able to become a whole.!

So, Bertalanffy (quoted in Elohim 1999) believed that the overall fate of the world
depends on the adoption by humanity of a new set of values, based on a general systems
Weltanschauung (worldview). He wrote:

We are seeking another basic outlook: the world as organization. This [outlook] would
profoundly change the categories of our thinking and influence our practical attitudes.
We must envision the biosphere as a whole . . . with mutually reinforcing or mutually
destructive interdependencies. [We need] a global system of mutually symbiotic societies,
mapping new conditions into a flexible institutional structure and dealing with change
through constructive reorganization.

Bertalanffy advocated that we dare to broaden our loyalty from nation to globe, that
we become patriots of the planet, endeavouring to think and act primarily as members
of humanity and that we must begin protecting the individual and cultural identity
of others. He advocated a new global morality: ‘an ethos, which does not center on
individual goods and individual value alone, but on the adaptation of Humankind, as
a global system, to its new environment’. The need for this new morality, he said, was
imperative:

We are dealing with emergent realities; no longer with isolated groups of men, but with a
systematically interdependent global community: it is this level of [reality] which we must
keep before our eyes if we are able to inspire larger-scale action, designed to assure our
collective and hence our individual survival. (Davidson 1983, quoted from Elohim 1999)
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Quoting from Bertalanffy’s Foreword (Bertalanffy 1979, p. VII):

Systems science. . . . is predominantly a development in engineering sciences in the broad
sense, necessitated by the complexity of ‘systems’ in modern technology. . . . Systems
theory, in this sense, is pre-eminently a mathematical field, offering partly novel and
highly sophisticated techniques . . . and essentially determined by the requirement to
cope with a new sort of problem that has been appearing.

He goes on to point out that what may be obscured in these technical developments
of the field - important as they are - is the fact that systems theory is a broad view
which far transcends technological problems and demands, a reorientation that has
become necessary in science in general and in the gamut of disciplines. It heralds a new
worldview of considerable impact. However, development of the field involves a heavy
irony. These days, the student of ‘systems science’ receives a technical training which
makes systems theory - originally intended to overcome current over-specialization —
into merely another of the hundreds of academic specialisms.

Bertalanffy (1979) makes three key points about the need to emphasize generality in
general systems theory. First, it presents a novel paradigm in scientific thinking: the
concept of system can be defined and developed in different ways as required by the
objective of research, reflecting different aspects of the central notion. Second, general
systems theory, then, involves scientific explorations of ‘wholes’ and ‘wholeness’ which,
not so long ago, were considered to be metaphysical notions transcending the boundaries
of science. Systems problems are problems of interrelations of a great number of
variables. Third, models, conceptualizations and principles, such as the concepts of
information, feedback, control, stability and circuit theory, far transcend specialist
boundaries and are of an interdisciplinary nature.

These generic features of systems theory together constitute the ‘uncommon sense’
Bertalanffy argued for (Davidson 1983). He was fighting the common current practices
of one-sidedness, because they were dangerous and still are, as a growing trend. The
authority on creativity de Bono might say that Bertalanffy has been arguing for lateral
rather than vertical thinking (de Bono 2006). Systems thinking, in most of its versions,
was and is about fighting the narrow, over-specialized vertical thinking that can only
follow prefabricated rules, for instance in solving crosswords. Systems or lateral
thinking requires creative thinking along an unknown path. What is required is both
types of thinking where each is appropriate. Lateral thinking must become a normal
human habit alongside and in combination with vertical thinking. Let us return to
Bertalanffy.

What is to be defined and described as a system is not a question with an obvious or trivial
answer. It will be readily agreed that a galaxy, a dog, a cell and an atom are real systems;
that is, entities perceived in or inferred from observation, and existing independently of
an observer. On the other hand, there are conceptual systems such as logic, mathematics
(but e.g. also including music) which essentially are symbolic constructs; with abstracted
systems (science) as a subclass of the latter, i.e. conceptual systems corresponding with
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reality. However, the distinction is by no means as sharp and clear as it would appear. . . .
The distinction between ‘real’ objects and systems as given in observation and ‘conceptual’
constructs and systems cannot be drawn in any common sense way. (Bertalanffy 1979,
pp. XXI-XXII)

All this underpins our understanding of the term system (Mulej 1979, p. 10). Systems
are mental pictures of real or abstract entities as objects of human thinking; they are
concepts that represent something existing from a selected perspective, viewpoint
or aspect. In mathematical formal terms, a system is a round-off entity consisting of
elements and relations, which makes it holistic. In terms of contents, a system depends
on its authors’ selected viewpoint; hence, it does not comprise all attributes of the object
under consideration, but only the selected part of them. This fact makes a system both
holistic (formally, with no contents, or inside the selected viewpoint only) and one-sided
(owing to the unavoidable selection of a viewpoint).?

Objects exist, and humans watch and manipulate them with different levels of holism.
Total holism makes the object and the system as someone’s mental picture of the object
totally equal, but it reaches beyond human natural capacity. This is why humans often
become specialized and limited to single viewpoints, causing humans to limit con-
sideration of any object to a one-viewpoint system. By cooperation, normally an in-
terdisciplinary one that includes several essential professions in a synergetic effort, a
team can attain more holism - by a dialectical system. Both a system and a dialectical
system exist inside the human mental world, in human thinking and feeling; they can
be expressed for other humans and other living beings to receive information about
humans’ thinking and feeling in models. Thus, according to Bertalanffy (implicitly), a
total holism is what systems thinking is all about in order to cover totally everything.
Experience has shown that humans are not able to attain this level, not only because
of bounded rationality but also because 1) we all are unavoidably specialized in single
small fragments of humankind’s entire knowledge and 2) we hardly learn and practise
interdisciplinary creative cooperation aimed at more holism in our education.

What matters, too, is the fact that Bertalanffy used the wording ‘systems teaching’
rather than ‘systems theory’ in his original German version. This can be read as a
crucial difference: teaching includes influence over people, while theory does not, but
offers a generalized knowledge for people to use, if they care to. As we can see from
Francois (2004), there are many systems theories, but only the dialectical systems
theory speaks of influencing people (Mulej 1975, 1977, 1978, 1979; Mulej and Zenko
2004a, 2004b; Mulej et al. 1992, 2000, 2007).

Dialectical systems thinking and the related
law of requisite holism/realism

The European Union Communication (EU 2000) summarized the essence of systemic
thinking with application to innovation in the following context. Humans who are
living now are living in the time in which innovation has become more frequent and
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unavoidable than ever before. The most advanced areas of the world - Europe, North

America, Australia, New Zealand, Japan and the four Pacific Rim tigers: Singapore,

Hong Kong, Taiwan and South Korea - contain the 20 per cent of humankind who are

living on innovation much more than the other 80 per cent are. The innovative society

and economy require humans to master much more entanglement than ever before:

e There are no longer local markets hidden from the global market.

e There is no longer the likelihood that many humans will live without permanent
renewal of their skills.

e There are nolonger markets in which supply is not bigger than demand, except for
the least advanced areas in which close to a billion people are hungry, while in the
other areas about a billion people are too fat to be healthy, and except for the most
demanded novelties, be they suggestions, potential innovations or innovations.

e There are no longer many areas in which humans can live with no innovation and
therefore with no requisitely holistic thinking, called systems thinking in systems
theory.

e Still, there are very few humans around the world who are capable of teaching
holistic thinking and permitted to teach it in curricula. The role of narrow spe-
cialization, which is unavoidable but not sufficient for success, is so strong that
people hardly see that the requisitely holistic thinking makes specialization of any
profession much more beneficial than any specialization alone. Nobody, whatever
their profession, can live well without cooperation with people of other professions.
Over-specialization kills, Bertalanffy rightly warned.

A good fifty years after the authors of systems theory succeeded in making this theory
known, and after politicians of the world succeeded in using it (informally) by establish-
ing the United Nations Organization - at least on paper - as the most holistic political
organization of humankind, the EU found it necessary to explicitly link a ‘systemic’
view with innovation. In its communication (EU 2000, p. 6), the EU, after reminding
readers of its previous documents enhancing innovation, states:

The Action Plan [First Action Plan for Innovation in Europe, 1996, based on Green Paper
on Innovation, 1995] was firmly based on the ‘systemic’ view, in which innovation is seen
as arising from complex interactions between many individuals, organizations and envi-
ronmental factors, rather than as a linear trajectory from new knowledge to new product.
Support for this view has deepened in recent years.

If this has to be stated explicitly in such documents, the question arises:

e Are we humans capable of interdisciplinary cooperation that we need almost every
moment?

¢ What is the theoretical basis for those who are not currently capable of it to learn?

The empirical experience and references-based answer reads:

o Very few humans are by their nature and education capable of interdisciplinary
cooperation, because specialists teach specialists to be specialists, including being
proud of their specialization. This teaching is fine, but not enough: it may cause
hiding from reality behind the walls of one’s specialization and lacking respect for
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other specializations and their need for each other as well as for their capacity to
solve real problems in interdisciplinary creative cooperation much better than in
separation (Ackoff 2001, 2003; Gigch 2003).

e The theoretical basis to learn the skills of interdisciplinary cooperation stems from
the original authors of systems theory and cybernetics. But many forget that the
founders of systems theory and cybernetics had created their answers to the burning
problems of their and our time in an interdisciplinary approach. This is where Mulej’s
dialectical systems theory (DST) came in a good three decades ago to fill the gap.

e The well-intended and well-applied versions of systems theory which describe a part
of reality inside the viewpoint of one or another traditional, specialized, scientific
discipline do not match the well-stated EU definition of ‘systems view’. Thus they
help people solve other problems, but not the one of holism of thinking, decision
making and action as a precondition of the survival of humankind and the planet
on which we live and/or of success in any human action (Geyer et al. 2003).

In Table 1 our definition of holistic thinking (Mulej et al. 1992, reworked in 2007) is
displayed.

A dialectical system comprises in a network all crucial viewpoints in order to help the
observer attain a requisite holism (Figure 1), once a total, that is, real, holism with all
viewpoints, synergies and attributes is reaching beyond the human capacity.

Inside the authors’ (usually tacitly!) selected viewpoint, one tends to consider the object
dealt with on the basis of limitation to one part of the really existing attributes only.
When specialists of any profession use the word system to call something a system
inside their own selected viewpoint, it makes a system fictitiously holistic. It does
not include all existing attributes that could be seen from all viewpoints and all their
synergies (Table 2).

The essence of the concept of the dialectical system and related law of requisite holism/
realism is well expressed by Wilby (2005, p. 388), although she leaves open the question
of viewpoints selected and thereby determining the boundaries of study:

The goal of holistic study is not to look at ‘everything’. Instead it is to make a decision
about what is relevant to the study and what is not and to know and understand why
those choices were made. The biases and interests affect the choice of what is likely to be
included and excluded (i.e. what is in the system as opposed to what is relegated in the

environment of the system).
What Wilby calls holistic, we call requisitely holistic.

Why is requisite holism important? There are scientists attempting to say that their
discipline offers the only unique and unifying basis for dealing with systems. They do
not speak of worldview, as Bertalanffy does, but of professional/scientific disciplines.
Can these be right? Yes, in their own perspective they can. Can these be sufficient for
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holism? They can be so rarely, exceptionally. Nobody can be really holistic: teams can

perhaps be requisitely holistic with interdisciplinary creative cooperation.

Table 1: Dialectical system of basic attributes of requisite holism/realism of thinking, decision

making and action

Interdependent
actual general
groups of

real features'’
attributes

Complexity

Complicatedness  Systematic.

Relations - basis
for complexity

Essence - basis
for requisite
realism and
holism of
consideration

Interdependent
attributes of
the requisitely
holistic
consideration
of real features

Systemic.

Dialectical.

All essential.

Considered
attributes of
thinking about
real features

Consideration of
attributes of the
whole that parts
do not have.

Consideration of the
parts' attributes that
the whole has not.

Consideration of
interdependences of
parts that make parts
unite into the new
whole —emerging (in
process) and synergy
(in its outcome).

Consideration
that selection of
the systems of
viewpoints must
consider reality
in line with the
law of requisite
holism for results
of consideration
to be applicable
— by reduction of
reductionism.

Attributes of
participants of
consideration
at stake

Interdisciplinary
team.

One-discipline
group or individual.

Ethics and practice
of interdependence
— path from
one-discipline
approach to the
interdisciplinary
teamwork.

Capability of
researchers to
deviate from

reality as little as
possible in order

to understand
reality, including
systemic, systematic
and dialectical
attributes of it.

Surfacing of all
these attributes
in a given case

The final shared
model resulting
from research as a
dialectical system
of partial models.
Partial models
resulting from one-
viewpoint based
investigation.
Shared attributes
and complementary
different
attributes, which
interact to make
new synergetic
attributes, i.e.
from systematic to
systemic ones.

Findings applicable
in practice,
although resulting
from theoretical
considerations.

Figure 1: The selected level of holism and realism of consideration of the selected topic between

the fictitious, requisite, and total holism and realism

N
7

ya
N

Fictitious holism/realism
(inside a single viewpoint)

Requisite holism/realism
(a dialectical system of
essential viewpoints)

Total = real holism/realism
(a system of all viewpoints)
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Table 2: Relation between reality and holism/realism of human consideration of it

Level of realism of
consideration of
the selected topic
Existing object to
be dealt with
Dialectical system
One-viewpoint
system

Model of the one-
viewpoint system

Level of
simplification of
consideration

None.

Small - requisite.
Big due to
specialization.

Big due to
specialization and
modelling aimed at
clear presentation.

Viewpoints of
consideration
taken in account

All existing.

All essential.
Single — selected
by specialization.

Single — selected by
specialization and

Components Relations taken
taken in account in accountin
in consideration consideration

All existing. All existing.

All essential. All essential.
Selected inside the boundaries
set by the selected viewpoint.

Selected inside the boundaries set
by the selected viewpoint and shown

simplified to be clear. in a simplified - modelled way.

A brief summary of the law of requisite holism may thus read:

The law of requisite holism says that one needs always to try to do what many, but not all,

have the habit of doing in their thinking, decisions and actions — doing one’s best to avoid

the exaggeration of both types: 1) the fictitious holism, which observers cause by limiting

themselves to one single viewpoint in consideration of complex features and processes:

2) the total holism, which observers cause by no limitation to any selection of a system

of viewpoints in consideration of complex features and processes. Instead, the middle

ground between both exaggerations should be covered, which can be achieved by using

a ‘dialectical system’, made by the author(s) as a system, entity or network of all essential

and only essential viewpoints.

For requisite holism to be achieved three preconditions, at least, matter:

1. Both specialists and generalists are needed, as teams that feel ethics of interdepen-

dence and cooperate.

2. They include professionals from all and only essential professions or disciplines.

3. Their values are expressed in their ethics of interdependence and practised in a

creative team, task force or session(s) based on an equal-footed cooperation rather

than top-down one-way commanding.

Requisitely holistic thinking cannot include the global attributes only, because they

make a part of the really existing attributes only, although they matter very much and
tend to be subject to oversight by specialists. Neither can holistic thinking include the

parts’ attributes only, although they matter very much and tend to be subject to focus

by specialists of single disciplines and professions. Oversight of relations, especially
interdependences causing influences of parts over each other, may not be forgotten
about in holistic thinking; specialists who have not developed the habit of considering

specialists different from themselves tend to make crucial oversights in this respect.

This experience means that they are not realistic.
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The application of dialectical systems thinking
to innovative new venture creation

How can this understanding of systems thinking inform understanding of the
invention-innovation-new venture creation process? We believe there are four stages
in the evolution from raw idea to realized, innovative new venture. We will set out the
following concepts:

1. A new venture starts as an idea intended to become an outcome of the invention-
innovation process in the form of establishment of the new venture. This is a complex
and complicated attempt that rarely succeeds, unless all the crucial attributes are
considered for the attempt to match the law of requisite holism (see for greater detail
than is provided here Mulej and Kajzer 1998; Rebernik and Mulej 2000; Mulej 2007).
Let us take a quick look at the attempt to create an innovation. We will see that no
single scientific discipline alone can assure success, although many of them may
be crucial, but they must also be networked into a dialectical system of all crucial
viewpoints (e.g. Mulej 1974; for an explanation in English see Mulej et al. 2007; for
a case in English see Poto¢an and Mulej 2007).

Figure 2: Summary of the invention-innovation—diffusion process

. . Potential Innovation

Idea > Invention > Suggestion > innovation > (diffusion) >

Recorded as Capable of Providing and
Unclear potential ~ Promising a benefit promising a apa ) yielding benefit

. yielding benefit

new benefit (to many)

Scientific research and applied development OGO S AT
management

Entrepreneurs, managers

(with co-workers) and (many)

customers (for final benefit)
Interdependent complex phases of a complex process: all essential,

none self-sufficient = need for requisite holism by (informal) systemic thinking

Scientists (for basic knowledge) and
technologists (for applied knowledge)

Source: Zenko et al. 2008.

2. The basic phases of an invention-innovation-diffusion process include (Figure 2):

a. Creation of ideas concerning what new benefit could, perhaps, be created.

b. Division of the collected created ideas into the groups of not promising ideas and
inventions that are promising ideas.

c. Selection of inventions in the groups of forgotten-about inventions and
suggestions as the recorded inventions called suggestions.

d. Selection of suggestions in the groups of suggestions left aside for later consi-
deration, suggestions to be sold and suggestions worked on as projects in order
to develop potential innovations from them. The latter might later, but do not
yet, create benefit to the potential users of them and therefore do not yet yield
benefit such as revenue and profit to owners or creators.
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e. Afterthethoughts, decisionsand actions in phases a and b have taken place with the
owners or creators and managers of their organizations, the decision as to whether
or not a potential innovation will become an actually implemented innovation is
up to its users, customers or buyers. From the viewpoint of owners, creators or
managers now, after the phases of ideas management, research (both in a research
department and elsewhere), development (both in a development department and
elsewhere) and production (including human resources, finance, material and other
supply management, legal issues, etc.), in this phase marketing, public relations and
sales management are crucial.

f. Ideas, invention suggestions, potential innovations and innovations can be
used ‘in-house’ or sold elsewhere. In both cases, as many users, customers
or buyers of the potential innovation as possible should be persuaded and
attracted. This topic is handled in the diffusion-of-novelty phase of the
invention-innovation-diffusion process. This phase can follow every phase
mentioned above.

Figure 3: Equation of interdependent preconditions of innovation

Innovation = (invention suggestion X entrepreneurship and entrepreneurial spirit X requisite
holism X management X co-workers X suppliers X competitors X customers X innovation-friend-
ly values, culture, ethics and norms X natural environment X socio-economic environment and
other outer, i.e. objective, conditions X random factors, such as luck)

Note: X denotes interdependence.

The above insight into the invention-innovation-diffusion process demonstrates that
this is a complex and complicated issue. So do data from surveys of practice showing
that less than 5 per cent of innovation projects succeed (Chesbrough 2003; Nussbaum
et al. 2005; Chesbrough et al. 2006; Economist 2006, 2007; Huston and Sakkab 2006;
IBM 2006; McGregor 2006; Nussbaum 2006; Jangtchi 2007) and less than 1 per cent of
ideas about inventions become innovations and successful ventures.

Owing to the above facts one must consider:

1. The ‘innovation formula’ to underline the complexity to be considered. The
innovation and successful new venture (as an outcome of the invention-innovation
process) result from synergy of many factors. If one is missing there is no long-term
successful venture (Figure 3).

2. The related systems, that is, requisitely holistic monitoring, perception, thinking,
emotional and spiritual life, decision making and action.

3. The resulting process from vision definition to the reality of successful working of
the new venture.

Conclusion

A successfully created new venture can be considered a type of the invention-
innovation-diffusion process resulting in innovation if it transforms an invention into
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a new benefit for its users, authors and owners. New ventures succeed in a similarly
small percentage as other innovative attempts do. Requisitely holistic monitoring,
perception, thinking, emotional and spiritual life, decision making, communication
and action have normally been a better basis for success than the one-sidedness of
specialists, who are inflexible and too narrow to succeed without interdisciplinary
creative cooperation. According to experience, this capability is difficult for many
specialists to attain. Systems theory, as embodied in the EU ’s definition of it in
connection with innovation, can help them, to a certain but limited extent. While other
systems theories are helpful for other problems, Mulej’s dialectical systems theory
has in 35 years of development and application proved to offer a helpful conceptual
and practical approach to the creation of new ventures based on introducing and
disseminating innovations.

Notes

1. The Nobel Prize for Peace 2007 proves that awareness about this fact is growing, as does
the Bali conference on climate change and related activities. Data are clear: since 1950 the
population on the planet Earth has grown 2.5 times and its consumption of natural resources
has grown seven times, while the planet Earth is not growing, but getting depleted very
quickly. Humans will either start behaving in terms of systems thinking and requisite
holism or leave the Earth as a dying planet to our children or, in the best-case scenario, to
our grandchildren (Brown 2008; Taylor 2008; Korten 2009).

2. Therefore, in terms of contents, no system (as a mental picture of the object under consid-
eration from a selected viewpoint) is holistic, but limited to one part of the really existing
attributes of the object or topic under consideration. A system can anyway be composed
of two kinds of smaller systems: a) subsystems cover attributes owing to which they differ
from each other (such as countries of a continent, or production units of a factory, or bonds
from blood vessels, etc.); b) partial systems cover attributes which the different parts share
(such as a number of uniting organizations of a continent, human resources issues of an

office or factory, etc.).
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Miroslav Rebernik and Karin Sirec

Summary

This chapter discusses entrepreneurship education and training in Slovenia based on
two studies—namely, the Global Entrepreneurship Monitor survey and the interna-
tional study of students’ motivation for entrepreneurship. Although Slovenia ranks
relatively well in both studies in terms of global comparisons, the analysis of entrepre-
neurship education and training in Slovenia demands more targeted measures and
better tailored entrepreneurship policy in this area, especially at the university level. In
the second part of this chapter, the entrepreneurship program at the Faculty of Business
and Economics at the University of Maribor is presented. The discussion introduces
the quadruple helix of entrepreneurship education to stress the importance of four
main players in such education: students, professors, entrepreneurs, and the supportive
infrastructure of the entrepreneurship ecosystem.

Key words: higher education, entrepreneurship, entrepreneurial spirit, Global Entre-
preneurship Monitor, quadruple helix of entrepreneurship education

JEL codes: 1 23, L. 26, M 13

Introduction

Global experience from the most developed economies and regions has revealed the
important role of universities and other higher education institutions for successful
economic breakout. They pool a critical mass of highly educated resources who are, due
to their expert knowledge, able to develop new technologies and implement novelties
that represent the basis for the development of new entrepreneurial ideas. Entrepre-
neurship education and training has become the key tool for achieving higher and,
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above all, quality entrepreneurial activity. This include not only the higher education
level, but also the entire education process of any individual (including lifelong learning).

Creativity and entrepreneurship have always been the motive behind development. En-
trepreneurship has become one of the most important factors for economic development
due to the creation of new enterprises and employment as well as the creation of jobs
within existing companies (Wennekers and Thurik, 1999; Carree and Thurik, 2003;
Rasmussena and Serheim, 2006). The transformation of contemporary societies into
knowledge societies and the transition of economic systems from managerial into entre-
preneurial systems (Audretsch and Thurik, 2007) have brought to the forefront creative
and entrepreneurial individuals who are willing and able to find better ways of doing
business, find business opportunities, and contribute toward a better long-term quality
of life.

Entrepreneurship is a complicated and multi-layered phenomenon in which entre-
preneurs have to play a number of different roles. The role of an innovator is the key
role. The notion of entrepreneur as an innovator has been attributed to Joseph Alois
Schumpeter (1934), who put the entrepreneur at the core of economic development.
Economic development is a dynamic process in which entrepreneurs represent the
driving force. No economic development can exist without entrepreneurs and no
development can exist without entrepreneurship as the ability to start something new.
The definition of an enterprise as a vehicle of new combinations of production forms
stresses the importance of special human characteristics—namely, their ability to think,
create, and innovate. Entrepreneurs are thus needed for the existence of companies. In
order for the company to grow, flourish, and develop, entrepreneurs need to constantly
rearrange the available resources. To a large extent enterprises’ survival depends on
entrepreneurs’ innovative abilities. Economic systems (as well as social systems) require
entrepreneurs who can find new combinations of production factors, leading to new
products and services that will satisfy the constantly changing needs of buyers. Under
entrepreneurs’ authority, the process of “creative destruction” is created, during which
existing technologies, production processes, organisational principles, and old products
and services cease to exist and are substituted with new products and services.

Under the influence of advertising campaigns launched by large companies, we too
often forget that the majority of enterprises worldwide belong to a group of small and
medium-sized enterprises. According to official data, there are 20 million enterprises
in the European Union, of which only 43.000 belong to the so-called large enterprises.
The rest (99,8 per cent) are small and medium-sized enterprises, which create more
than two thirds of jobs in the private sector—almost 90 million jobs (EC, 2010, p. 15). In
Slovenia, small and medium-sized enterprises represent 99,8 per cent of all enterprises
and create two thirds of jobs (Sirec and Rebernik, 2009). In other words, out of 111.201
active enterprises in Slovenia in 2007, only 271 had more than 250 employees while
1.294 had between 50 and 250 employees. All other enterprises were smaller, with the
majority employing fewer than 10 people. It is important to be aware of this fact when
talking about creativity, innovation, and entrepreneurship.
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Small enterprises are not small variations of large enterprises. Individual managing
functions in small enterprises cannot be specialised to the same extent as in large
enterprises. Education processes in higher education institutions have not taken this
feature into account, as they focus primarily on large enterprises to educate experts
in different fields (i.e., marketing, finance, accounting). On the other hand, small
enterprises cannot afford narrowly specialised individuals. They need highly competent
and practice-oriented individuals who are capable of coping with a wide range of
business problems.

Despite the fact that small and medium-sized enterprises represent an important part
of national economies worldwide, they are not treated by the majority of business and
managerial schools in an appropriate manner in which curricula would be adapted
to satisfy their needs. The rapidly changing business environment, characterised by
an extended role for small and medium-sized enterprises (SMEs), the globalisation of
business activities, intensified information, and growing uncertainty, increased the
value of human capital engaged in business studies and contributed to the fact that
traditional education of future entrepreneurs and managers in SMEs has become un-
productive. Consequently, we need such education, which will prepare future graduates
for successful performance in rapidly changing environments to promote creative en-
trepreneurship and be able to recognise business opportunities as well as set up and
manage their own enterprises.

This chapter deals, firstly, with the influence and role of entrepreneurship education
for economic development and key factors influencing entrepreneurial activities.
Secondly, entrepreneurship education in Slovenia will be placed in the context of
global entrepreneurship education as revealed through data from worldwide research
activity at the Global Entrepreneurship Monitor. We shall present findings regarding
student entrepreneurial intentions, identified in the research activity carried out at
universities in 11 countries (Australia, Finland, Germany, Great Britain, Ireland,
Poland, Portugal, Slovenia, Uganda, the United Arab Emirates, and the South African
Republic). Thirdly, a case study of good practice of entrepreneurship education at the
Faculty of Business and Economics at the University of Maribor will be presented.
Finally, we will present the model of quadruple helix of entrepreneurship education,
formed by professors, students, entrepreneurs, and representatives from a wider en-
trepreneurial ecosystem. In the end, we will offer a number of proposals for efficient
entrepreneurship education.

Entrepreneurship education and economic development

In its last report, the Global Education Initiative (GEI) at the World Economic Forum
(WEF, 2009) stated that “education is one of the most important foundations for
economic development, entrepreneurship is a major driver of innovation and economic
growth” and emphasizes the importance of entrepreneurship education, which is
“critical for the development of entrepreneurial skills, attitudes and behaviours, which
are the basis of economic growth”. The largest study of entrepreneurship, the Global
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Entrepreneurship Monitor, in which Slovenia has participated since 2002, has demon-
strated that entrepreneurship education is inadequate at all levels of education as it
does not encourage creativity, self-sufficiency, or personal initiative. In addition, it does
not provide adequate attention to entrepreneurship and new firm creation, nor does it
provide adequate instruction in market economic principles (Rebernik et al., 2008).
The results of the analysis of the European Commission reveal the worrying scope of
entrepreneurship education. The research results show that more than half of European
students in higher education do not have access to entrepreneurship education. As such,
approximately 11 million students are deprived of this type of learning activities and/
or additional learning activities that would otherwise encourage their entrepreneurial
activity (EC, 2008). The majority of university programmes still educate students in
order to be able to find an employer. Students’ responsibility is transferred to someone
else—usually to the employer in the private or public sector.

In relation to training future owners and entrepreneurs for self-employment,
preparing them to take care of their professional career, university programmes in
Slovenia have been absolutely unsuccessful. In the majority of business education
programmes (not only in Slovenia), students start building their entrepreneurial
careers only after they have graduated and gain initial experience in running a
company. What would happen if students in other fields of study were trained in
the same manner? Most probably, there would be drivers who had never driven a
car, doctors who had never treated a patient, architects who had never designed a
building, and painters who had never painted a picture (Rebernik, 2002).

Undoubtedly, students interested in entrepreneurial careers have to develop a number
of skills to help them manage and lead their companies (e.g., strategic and operational
planning, risk management, market analysis, problem solving, and creativity). A
successful start-up demands the mastery and integration of skills that differ from the
skills needed to run an existing business. Higher education programmes have certain
limitations, but play an important role in educating students on the challenges of entre-
preneurial activities and in developing skills and self-esteem (Henderson and Robertson,
2000). Of course, it is not necessary for entrepreneurship education to always lead to
establishing one’s own business. It is equally important that students acquire additional
skills and characteristics that can be useful and necessary in other forms of professional
activities, ranging from opportunity perception, networking, and cooperation to healthy
ambition and the awareness of self-responsibility.

Entrepreneurship is a learning process. This means that entrepreneurs are not born,
but made through skills and experiences acquired under the influence of their teachers,
parents, mentors, and role models and developed throughout the growth process (Volery,
2004). Perhaps individuals interested in entrepreneurship and existing entrepreneurs
cannot be taught to become entrepreneurs, but they can certainly be encouraged instead
of being discouraged from this type of activities. We need to take into account Krueger’s
(2000) findings that entrepreneurial intentions do not arise spontaneously. They are
created even if it appears that they may be spontaneous. Entrepreneurial intentions are
of key importance for understanding the entire entrepreneurial process because they
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are a prerequisite for entrepreneurial activity. Entrepreneurial intentions are focused
on setting up new businesses or the creation of new value within an existing company
(Bird, 1988). Thus, entrepreneurial activity can be influenced by providing conditions
for the development of key elements that consequently contribute towards the economic
growth and competitiveness of whole national industries.

Figure 1 shows the relation between entrepreneurial education and economic
development. Under the influence of social, cultural, and political contexts, two basic
mechanisms of economic growth operate, defined by two frameworks of general
economic conditions and entrepreneurial condition in a national economy. Entrepre-
neurial education gains support from both frameworks. A favourable education system
towards entrepreneurial education represents the basis through which key elements
for entrepreneurship are formed. Individuals’ skills, abilities, and relationships with
entrepreneurship influence the recognition of their abilities and business opportunities
in the environment. These are reflected through entrepreneurial intentions, which are
realised through entrepreneurial activities of individuals and consequently influence
economic growth and the development of the national economy.

Figure 1: The influence of education on entrepreneurship and economic development
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Source: Adapted from GEM, Bosma et al., 2008, Teixeira and Davey, 2009.

Extensive literature on entrepreneurship hints at the existence of interest to identify
factors leading individuals towards choosing an entrepreneurial career (Martinez et
al., 2007). The majority of contributions deal with similar factors, most often analysing
individuals’ age, sex, professional background, work experience, education, and
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psychological profile (Delmar and Davidsson, 2000; Sirec, 2007). In the broadest context,
three factors have been chosen to measure entrepreneurial aspiration: demographical
data, personality traits (Robinson, 1987), and content factors (Naffziger et al., 1994).
Demographical data (e.g., sex and age) can be used to describe entrepreneurs, but the
majority of these characteristics do not increase the ability to predict whether a person
is likely to set up an enterprise (Hatten and Ruhland, 1995). The second way to assess en-
trepreneurial aspirations is the study of personality traits, such as risk taking, creativity,
and the need for achievement (Teixeira, 2008; Sirec, 2007). It must be emphasised that
the majority of authors (e.g., Naffziger et al., 1994) claim that the decision to pursue en-
trepreneurial activity depends on much more than just personality traits and individual
differences. Ultimately, in order to reach a critical assessment of individual entrepre-
neurial potential, we need to study the interaction among personality traits (relationship
towards risks, creativity, and the need for achievement), other important content factors
of perception (work/professional experience, the influence of religion and role models),
knowledge of entrepreneurship (entrepreneurial experience, knowledge, awareness
and interest), formal education (years of education, level of education, type of higher
education institution), and the type of research programme/area.

Critical assessment of entrepreneurship
education and training in Slovenia

Some insights into entrepreneurship education and training in Slovenia can be gleaned
from the Global Entrepreneurship Monitor (GEM), the major research project aimed at
describing and analysing entrepreneurial processes within a wide range of countries.
GEM is conducted by the international consortium Global Entrepreneurship Research
Association (GERA); it was launched in 1999 with 10 participating countries. Since
then, it has expanded significantly to include 54 countries in 2010. Slovenia has been
part of the project since 2002.

GEM'’s contribution to the knowledge and understanding of the entrepreneurial process
is unique as it is the only existing data set that can provide consistent cross-country
comparisons and information on entrepreneurial activity. As such, the importance of its
findings is invaluable for policy makers as well as academics. GEM focuses in particular
on the level of involvement in a country’s early-stage entrepreneurial activity.

Since its establishment, GEM has collected data annually through surveys of adult
populations; these surveys are conducted in each participating country, based on a
sample of at least 2000 adults. A separate survey is conducted with national experts to
examine different entrepreneurship frameworks that influence the quantity and quality
of entrepreneurial activity in each participating country. Experts in each participating
country are carefully selected from among successful entrepreneurs, venture capitalists,
bankers, policy makers, advisors, and academics always taking care of regional and
gender representation. They evaluate their country according to 16 important national
entrepreneurship frameworks (finance, government policies, governmental programs,
education and training, R&D transfer, commercial and services infrastructure, market
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openness, physical infrastructure, cultural and social norms, opportunities to start up,
abilities and knowledge to start up, entrepreneur social image, intellectual property
rights, women’s support to start up, attention to high growth, and interest to innovation)
that influence entrepreneurial intentions and the setting up of a business. A detailed
description of the methodology behind the collection of GEM data is provided in
Reynolds et al. (2005). In 2010 in Slovenia, 3.021 adults were interviewed in the adult
population survey and 54 experts in the national expert survey.

According to the national expert survey, entrepreneurship education is considered

to be a very important entrepreneurship framework. Experts’ evaluation is based on

agreement or disagreement with each of the following six statements on scale from 1

(“strongly disagree”)to 5 (“strongly agree”):

e Teaching in primary and secondary education encourages creativity, self-sufficien-
cy, and personal initiative.

e Teaching in primary and secondary education provides adequate instruction in
market economic principles.

e Teaching in primary and secondary education provides adequate attention to en-
trepreneurship and new firm creation.

e Colleges and universities provide good and adequate preparation for starting up
and growing new firms.

e The level of business and management education provides good and adequate
preparation for starting up and growing new firms.

e The vocational, professional, and continuing education systems provide good and
adequate preparation for starting up and growing new firms.

Each year the experts are very critical of the quality of the entrepreneurship education
framework. Figure 2 shows national experts’ average ratings on the state of in-school
entrepreneurship education in a selected sample of GEM nations for the years 2005 -
2008 (Coduras et al., 2010).

Figure 2: Average ratings of in-school entrepreneurship education
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As Figure 2 indicates, among the countries with available data for the analysed period,
entrepreneurship education has been extremely critically evaluated in Slovenia. On
a scale from 1 to 5, it was rated at less than 2,5. Slovenia is not an exception; national
experts in other countries were also extremely critical of formal entrepreneurship
education. In all surveyed countries, evaluations were low and relatively stable
throughout the observed four-year period. In the United States and Spain, national
experts’ ratings of entrepreneurship education have grown increasingly negative year
after year. Thus, clearly formal entrepreneurship education in the surveyed countries
is not satisfying national experts.

Experts rate non-school training for entrepreneurship education higher. The same holds
true for Slovenia, but even this type of education was rated lower than 3 on a scale from
1to 5 (see Figure 3).

Figure 3: Average ratings of non-school entrepreneurship education
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A comparison between in-school entrepreneurship education and non-school entrepre-
neurship education shows that the latter is ranked slightly higher in many countries.
This represents a severe criticism of the existing entrepreneurship education in the
formal education system, which obviously did not manage to adapt well to the changes
in economic structures where small and medium-sized enterprises prevail and where
the need for entrepreneurial activity constantly increases.

Among the different subjects taught in entrepreneurship education and training, the
most important seem to be those that enable students to set up their own companies and
recognise a business opportunity. Table 1 shows the proportion of the adult population
aged between 18 and 64 who participated in entrepreneurship education and training
in 2008 in order to set up a company (Coduras et al., 2010).
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Table 1: Prevalence of start-up training (in-school and non-school) by country and economic
group (percentage of working-age population)

Egypt 34 1.4 2.8 48 42 16
India 26 35 14 6.1 10.9 13.4
Bolivia 15 9.1 8.5 10.6 17.6 191
Bosnia and Herzegovina 9.6 4.0 6.4 13.6 10.4 20.0
Ecuador 11.9 8.4 6.9 20.3 15.3 27.2
Colombia 10.7 12.6 16.8 23.3 29.4 401
GroupAverage 66 65 81 131 46 212
Efficiency-Driven
Turkey 2.1 0.4 3.8 2.5 4.2 6.3
Serbia 2.6 0.4 1.2 3.0 16 10.2
Dominican Republic 0.6 47 25 5.3 1.2 18
Brazil 3.0 2.4 41 5.3 6.4 9.4
Romania 3.8 2.2 2.8 5.9 49 8.7
South Africa 5.0 4.4 4.5 9.4 8.9 13.9
Argentina 6.5 3.3 16 9.9 1.0 175
Mexico 6.9 3.6 5.7 10.5 9.3 16.2
Uruguay 5.8 49 13.4 10.7 18.3 241
Macedonia 8.3 4.3 6.5 12.6 10.8 191
Peru 6.0 8.4 15.2 14.4 236 29.6
Latvia 9.2 5.6 13.5 14.9 19.1 28.4
Iran 949 5.7 13.5 15.6 19.1 29.1
Jamaica 1.7 4.4 5.0 16.0 9.3 21.0
Hungary 14.5 2.7 14 171 10.0 24.5
Croatia 2.8 17.3 8.0 201 25.3 281
Chile 10.3 15.0 17.3 25.3 32.3 42.6
Group Average 64 53 81  m7 134 198
Innovation-Driven
Japan 1.7 3.2 12.5 49 15.7 174
Israel 4.4 1.6 6.9 5.9 8.4 12.8
Republic of Korea 4.6 1.4 16 6.0 9.0 13.6
Greece 4.2 19 10.9 6.1 12.8 17.0
United Kingdom 5.6 25 10.3 8.1 12.8 18.4
Denmark 6.7 3.3 12.6 10.0 5.9 22.6
France 5.7 4.4 8.0 10.1 12.4 18.1
Italy 35 6.7 6.3 10.2 13.0 16.5
Iceland 9.1 2.7 15.0 1.8 17.7 26.8
Germany 8.0 4.4 8.8 12.4 13.2 21.2
Spain 14 5.1 9.4 12.6 14.6 22.0
Ireland 8.7 5.4 12.1 14.[] 17.4 26.1
Finland 10.4 298 40.3 48.6
IE!IIIIIHEIIIIIIIIIHEIIIIIIEIIIIIIIIZIIIIIIIEEIIII
Belgium 25.0 17.3 33.6

Source: GEM Adult Population Survey, 2008.
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Countries within those groups are classified according to Porter’s classification of
countries in the Global Competitiveness Report as factor-driven, efficiency-driven, and
innovation-driven economic groups. In innovation-driven countries, Slovenia ranks
extremely high, as more than one third of the working-age population has experienced
some sort of entrepreneurship start up education. In this group of countries, Finland
takes the lead with 48,6%.

In Slovenia, the percentage of people who have participated in entrepreneurship
education and training at various points in their lives by age is harmonised with the
average level of entrepreneurial activity: The majority of people between 25 and 34 years
old are engaged in early-stage entrepreneurship, which is similar to entrepreneurship
education after finishing formal schooling. In the 25-34 years old age group, on average
29,74% have participated in this type of education, with the percentage points decreasing
with age (Rebernik et al., 2009).

In Slovenia, on average 23,92% of men and 21,26% of women have participated in en-
trepreneurship education and training. In absolute terms, the difference is not huge,
despite the fact that men in Slovenia indicate more self-confidence than women with
regard to self-perception of start-up skills. On average, 60,83% of men and only 40,11%
of women have high self-perception of start-up skills (Rebernik et al., 2009).

Figure 4: Types of entrepreneurship education after finishing formal schooling
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Source: GEM Slovenia, 2008.

Figure 4 shows the proportion of the population in Slovenia between 18 and 64 years
of age who participated in entrepreneurship education and training after finishing
formal schooling with regard to the education provider. People tend to choose from
among different entrepreneurship education providers; various forms of informal and
online education prevail both in Slovenia and abroad. In Slovenia, self-study rates
above the average (compared to other countries with innovation-driven economies);
this includes informal education about setting up and starting a business (e.g., reading
literature during free time, observation of other entrepreneurs, or offering help in
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a company founded by someone else). In Slovenia, 15,51% of respondents acquired
knowledge and experience to set up their businesses in this way; Finland led the
group, with 30%, while the average percentage in this group of countries amounted
to 11% (Rebernik et al., 2009).

People are aware of the importance of entrepreneurship education and training in
Slovenia, as they often pursue such education, especially in the form of self-study. What
about university students? Information related to university students’ entrepreneurship
education and training is taken from international research carried out at universities in
11 countries (detailed in the following section). The international scope of this research
phenomenon is important not only because of the comparative aspect of this approach
to entrepreneurship education, but also because of the comparison of values, motives,
and intentions of students involved in entrepreneurial activities. The international
perspective can be an important comparative mechanism for sharing best practices
and providing recommendations for the improvement of entrepreneurship education
in individual countries.

Entrepreneurial intentions of Slovenian students

Despite the fact that higher education institutions play an important role in the creation
of “entrepreneurship capacity” (Teixeira and Davey, 2009), few empirical studies deal
with entrepreneurship attitudes of students as potential future entrepreneurs (Wang
and Wong, 2004). Students’ willingness to start a new venture in the future mostly
depends on their attitudes and knowledge of entrepreneurship. Numerous studies deal
with attitudes towards entrepreneurship (Greenberger and Sexton, 1988; Learned, 1992;
Naffziger et al., 1994; Brandstétter, 1997), but only a few have dealt with entrepreneur-
ial intentions of students. Existing studies are mainly focused on the United States
and Great Britain and have included only small samples of students in entrepreneur-
ship programmes. Thus, we decided to show the results of an international research
study dealing with entrepreneurship intentions of students from Slovenia studying at
the Faculty of Business and Economics at the University of Maribor. This empirical
research study was carried out together with partner universities in 2009. The study
includes a wide spectrum of intentions for setting up a business by students who have
just embarked upon a university business education. The majority of studies dealing
with student intentions for starting a business have focused on students of business
studies (e.g. Hills and Barnaby, 1977; Sexton and Bowman, 1983; Hills and Welsch, 1986;
Ede et al., 1998; Sagie and Elizur, 1999; Krueger et al., 2000; Lissy, 2000; DeMartino
and Barbato, 2002), which makes sense given that it is difficult to find entrepreneurship
in other study programmes.

Our contribution gives a detailed description of a part of the research results, which
can help us in the formation of arguments for different teaching methods in order to
promote such entrepreneurship education and will thus contribute towards starting
such business ventures so as to provide jobs and boost growth and competitiveness in
global markets. We focus on three questions:
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1. Which entrepreneurship competences do students (think they) have?

Which factors influence students’ decisions to become entrepreneurs or employees?

3. How do students perceive the role of universities in encouraging their interest for
entrepreneurship?

w

Table 2 shows the number of respondents by country and average age; 10,3% of the
sample is Slovenian students.

Table 2: Number of respondents by country

Country N % Average age
Australia 65 45 20,0
Portugal 224 15,6 18,9
Finland 92 6,4 21,2
Germany 126 8,8 22,4
Slovenia 148 10,3 21,4
Poland 51 3.6 20,3
Great Britain 54 3.8 21,3
Ireland 184 12,8 18,6
United Arab Emirates 118 8.2 19,3
South African Republic 276 19,2 20,0
Uganda 96 6,7 20,1
TOTAL 1.434 100,0 20,2

The Slovenian part of the research was carried out during lectures for first- and
second-year students attending the Bologna university study programme at the Faculty
of Business and Economics at the University of Maribor. Despite the fact that the
research was carried out during lectures, student participation was voluntary. Answers
were collected through written questionnaires handed out to undergraduate students
most often during the lectures given for first-year students. We received answers from
148 students (27,4% men, 71,6% women). In the international sample, the share of men
was 44,5% compared to 55,5% women. In both cases, more women participated than
men. Collected data from all participating countries were harmonised by the coor-
dination team led by Todd Davey (2010). The team prepared a SPSS database, which
represented the basis for the analysis to find answers to the set questions.

Students were asked if they had already set up a business venture. Just over 12% of
Slovenian respondents revealed no interest in setting up a business venture, which
is similar to the results of the international sample. It is encouraging that 47,3% of
Slovenian students indicated the possibility of starting a company in the future (inter-
national results: 50,2%).
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Table 3: Relationship to starting a company

Slovenia (%) International (%)

No and | have no interest to do so 12,2 12,5

No, but | could imagine starting a company 473 50,2

No, but I have an idea that | believe could be successful 20,3 18,3

| am currently thinking about it 15,5 1,7

| have taken steps to start a business 2,0 4,2

Yes, | have founded ___company/ies 2,1 3,0

TOTAL 100,0 100,0

Source: Author’s calculations.

This answer is tightly connected with ownership of key competences and abilities
needed for entrepreneurship, which were evaluated by students (see Table 4).

Table 4: Skills and competences for entrepreneurship

Stand.

Min Max N Average SD error Rank

| know techniques to find Slo 1 5 147 2,98 0,848 0,070 4
out what the market wants Int. 1 5 1263 315 0986 0,028 2
[ understand the type of issues  Slo 2 5 148 3,38 0,803 0,066 2
that confront an entrepreneur

in taking an idea to maprket Int. 1 5 1.263 3,27 0960 0,027 1
| can create a business plan Slo. 1 5 148 3,40 1,042 0,086 1
and a business concept Int. 1 5 1264 314 1,075 0,030 3
I know how to legally finance  Slo 1 5 148 3,09 0925 0076 3
a new business concept Int. 1 5 1.259 2,89 1,099 0031 4

Source: Author’s calculations.
Note: Int. = International
Based on a five-point Likert scale ranging from (1) I agree completely to (5) I disagree completely.

The results related to students’ self-evaluation of personal abilities demonstrate
considerable differences between Slovenian and international respondents. A sta-
tistically significant difference emerged among the answers of the two groups of
students in three statements. Slovenian students believe they are capable of creating
a business plan and developing a business concept, so they ranked this skill highest
(rank 1)—statistically considerably higher than the international population of
students () = -2,770, p = 0,006). Interestingly, Slovenian students ranked the
knowledge of techniques for finding out what the market wants lowest (and statis-
tically significantly lower than the international population) (t,0g = 2.303, p = 0,022).
The Slovenian students identified a contradictory situation in that they believe that
they are able to create a business plan and a business concept despite the fact that
they are not familiar with the techniques for finding out what the market wants.
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The essence of entrepreneurship activity lies in identifying business opportunities
(i.e., determining what the market really needs).

On the other hand, knowing how to finance a new business concept was ranked sta-
tistically considerably higher than the international students (t,5 = -2,443, p = 0,015).
According to the scope of possible answers (from 1 to 5), the 3,21 average for Slovenian
students is relatively low, albeit higher than among international students, where the
average is 3,11. This obviously points to the fact that students entering the faculty did
not acquire sufficient insights and knowledge about entrepreneurship.

A correlation analysis of variables reflecting the students’ skills and ahbilities and their rela-
tionship in establishing new companies showed a correlation between 0,2 and 0,5 (p = 0,01),
indicating that students with a higher level of entrepreneurship skills expressed a more positive
attitude towards starting a company. Similar results occurred in international samples.

Entrepreneurial theory deals with entrepreneurship intentions through the analysis
of individuals’ personality traits (McClelland 1961; Kets de Vreis 1977). They can be
divided into psychological (need for achievement, risk taking, personal independence,
locus of control, self-respect, self-fulfilment, Vision) and non-psychological (human and
social capital) motivational factors (Sirec and Mo¢nik, 2010). In our research, we studied
four characteristics of student psychological motivation factors, which helped us analyse
the constituents of entrepreneurship intentions (see Table 5).

Table 5: Psychological motivation factors for entrepreneurship

Min Max N Average SD S Rank
error
Personal independence/ Slo 2 5 147 4,36 0721 0,059 1
Managing own time Int. 1 5 1237 413 0991 0,028 1
T — Slo 1 5 146 3.97 0874 0072 3
Int. 1 5 1228 3.7 1,081 0,031 3
Possibilities for self-fulfilment Sl 2 g i 414 Le2 062 |2
Int. 1 5 1226 4,06 0,989 0,028 2
To avoid uncertainties Slo 1 3 146 3,21 0,870 0,072 4
related to employment .1 5 1223 321 1156 0033 4

(e.g., being unemployed)

Source: Author’s calculations.
Note: Int. = International
Based on a five-point Likert scale ranging from (1) I agree completely to (5) I disagree completely.

In response to the question “Why do you prefer company ownership to being an
employee?”, both Slovenian and international students ranked their personal indepen-
dence highest. Such results were expected as an entrepreneurship role undoubtedly
requires a high degree of independence. Entrepreneurs take responsibility for exploiting
opportunities that did not exist before and are also responsible for achieving or failing
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to achieve results (Sirec, 2007). Students ranked possibilities for self-fulfilment second.
Interestingly, no differences in preferences emerged in regard to perceiving psycho-
logical motivation factors between Slovenian and international students. All factors
were ranked equally. This finding can also serve as an argument to support different
entrepreneurship education that would have a greater influence on non-psychological
motivation factors as the results show that psychological factors reflect a higher degree
of homogeneity and are not influenced easily.

With the next question, shown in Figure 5, we sought to obtain students’ evaluation of
their previous careers. A large share of students graduating from Slovenian business
schools still believe that the best career for them would be employment in the public
sector. Students were asked to evaluate on a scale from 1 to 5 whether they would prefer
to become an employee (1) or have their own business (5). The average value of answers
provided by Slovenian students was 3,4, which is 0,1 higher than international average and
reflects a tendency towards students’ willingness to accept responsibility for their futures.

Figure 5: Selecting future career: being an employee or having your own company (in %)
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According to Redfort and Trigo (2007), entrepreneurship education can have three key roles in
encouraging an “entrepreneurship society”. It can create a positive perception of entrepreneur-
ship, making it a possible and attractive career choice for students. In addition, entrepreneur-
ship education contributes towards the development of knowledge and skills students need
in order to develop technical-business skills for a successful entrepreneurial career. Finally,
entrepreneurship education can play an important role in scientific development by contrib-
uting through research activities and rising awareness of entrepreneurship phenomena.

The education system should help develop individuals’ concepts required for making sound
employment decisions. If students are deprived of the opportunity to acquire awareness
of the worthiness of an entrepreneurial career during their education, it is less likely that
they will become involved in entrepreneurship. On the other hand, the education system
cannot make up for a favourable environment for entrepreneurship. The environment in
Slovenia still represents an obstacle for the development of entrepreneurship. The 2009
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GEM (Rebernik et al., 2010) warns against obstacles hindering entrepreneurship, including
high degree of egalitarianism in society, high degree of job protection, and a low share of
highly educated entrepreneurs.

We were also interested in students’ opinion about the role universities play in increasing
entrepreneurship orientation of students. Students evaluated statements on a scale from
(1) T agree completely to (5) I disagree completely. The results are shown in Table 6.

Table 6: How can universities contribute towards a rise in student entrepreneurial orientation?

Stand.

Min Max N Average SD error Rank
Create more awareness Slo 2 9 147 3,46 0.813 0,067
i CEATENeUSI 85 & nt. 1 5 1220 368 1027 0,029
possible career choice : ' ' '
Provide students with ideas Slo 1 5 147 3,67 0,995 0,082
to start a new business Int. 1 5 1222 3,69 1,030 0,029
Offer a bachelor or master’s Slo. 1 g 147 3.7 0,993 0,082
degree in entrepreneurship Int. 1 g 1211 3,55 1,081 0,031
Offer project work focussed Slo 1 3 147 4,00 0876 0,072 2
on entrepreneurship Int. 1 5 1216 3,71 1,022 0,029 3
Arrange conferences or Slo 1 3 147 3,68 0,965 0,080
workshops on entrepreneurship Int. 1 5 1216 371 1,050 0,030 3
Bring students in contact Slo 1 3 147 4,07 0881 0073 1
with the network needed nt. 1 5 1221 391 1006 0029 1
to start a new business
Allow companies run by students ~ Slo 1 3 62 3,68 1,004 0,128
to use university services Int. 1 5 512 3,68 1,088 0,048
Provide students with the Slo 1 5 146 3,68 1,089 0,090
financial means_needed to nt. 1 5 1715 341 1170 0,034
start a new business
Bring entrepreneurial students Slo 2 3 146 3,87 0873 0072 3
in contact with each other Int. 1 3 1211 3,78 0,988 0,028 2

Source: Author’s calculations.
Note: Int. = International
Based on a five-point Likert scale ranging from (1) I agree completely to (5) I disagree completely.

The results show a harmonised perception of Slovenian and international students with
regard to the role the education system plays in promoting students’ entrepreneurial
orientation. Desirable activities that ranked highest are (1) bringing students in contact with
networks required for the start-up, (2) offering entrepreneurially oriented project work, and
(3) bringing students in contact with each other. Students also called for different education
methods, with less lecturing and more team project work in real business environments.
These are exactly the features of the programme presented in the next section.

Learning entrepreneurship in practice — example of good practice

Despite the fact that students in business and managerial study programmes are
educated for various jobs, all their competences are linked to thorough knowledge about
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doing business and managing companies. It can be said that students are rarely taught
about the real life of companies. Entrepreneurship and scientific journals have always
been full of contributions that empirically and/or theoretically deal with the problems
of entrepreneurship education (e.g., Gorman et al., 1997). What is missing are practical
educational attempts demonstrating the possibility of implementing innovative ways
to teach entrepreneurship by encouraging creativity and innovativeness within the
framework of the present university education system.

A professional environment in which students may find themselves working involves
not only an enterprise, but also a whole ecosystem, in which smaller enterprises
search for business opportunities and collect the necessary sources to implement
current business activities. Therefore, education should creatively replicate such an
environment and follow two objectives: build creative and entrepreneurial individuals
and create efficient managers. Such an education system is referred to in our contribu-
tion as a quadruple helix of effective entrepreneurship education (Rebernik, 2009). Such
education consists of four groups of players: students, academics, entrepreneurs, and
the entrepreneurship ecosystem with its support infrastructure. The roles of these four
players are complex and intertwining. Teaching, studying, researching, and connecting
companies and the entrepreneurial ecosystem (see Figure 6) are activities that should
be effectively implemented in order to build a successful education system for future
entrepreneurs and/or managers of small and medium-sized enterprises.

The programme includes four inseparable components of entrepreneurship education
(students, professors, entrepreneurs, and support infrastructure of entrepreneur-
ship ecosystem), understood as a quadruple helix of entrepreneurship education and
training (Rebernik, 2009). This is summarised in Figure 6.

Figure 6: Quadruple helix of entrepreneurship education and training
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The contrived philosophy of the innovative programme of entrepreneurship education
is based on the assumption that education and training of individuals who are likely to
become independent entrepreneurs or employees in small enterprises should be con-
siderably different from the education of those individuals who will find employment in
large enterprises. This type of education should take into account at least three elements
that distinguish small enterprises from big ones: de-specialisation of tasks, scarcity
of resources, and self-employment. Such a programme was created in cooperation
with four international universities and TEMPUS programme funds at the Faculty of
Business and Economics at the University of Maribor during the first half of the 1990s.
The programme has proved to be very successful for the last 17 years and represents a
unique model in Slovenian education.

The basic purpose of the programme is to educate students to be able to manage their own
companies, manage small and medium-sized enterprises, or carry out other managerial
tasks immediately after graduation, without having to spend too much time acquiring
business practices and getting to know real business life. Graduates should be able to
transfer acquired knowledge and skills into practice. In addition to a high academic level,
education should focus on practice and be centred on students’ independent work and pro-
fessional careers. In addition to acquiring appropriate knowledge and leadership skills,
with the aim of acquiring a theoretical basis as well as a practical routine, students’ training
focuses on accepting responsihility for themselves and others. Students have to be able to
manage existing companies as well as create new jobs.

The programme is based upon the Revans’ idea about active learning, which defines
acquiring knowledge as “a process of inquiry, beginning with the experience of not
knowing what to do next, and finding that an answer is not available from current
expertise” (Powell et al., 1999). The programme was created so that each student spends
four days each week at the faculty and a day in a chosen mentor company over a period
of four semesters. Entrepreneurs and managers in SMEs train students through their
work and students (with the help of their professors) solve real-life business problems.
The programme tries to unite the higher education sphere and managers/entrepre-
neurs in order to solve common tasks in such a way that each student enrolled in the
programme becomes involved in a small enterprise that is—by complying to certain
criteria set in advance—capable of and willing to cooperate with the Faculty of Business
and Economics in its entrepreneurship study programme. Under the mentorship of
entrepreneurs or top managers of chosen companies, students check their theoretical
knowledge against practical experiences gained in companies during a period of two
years while simultaneously acquiring practical leadership skills.

The entrepreneurship programme was created and is led by the Institute for Entrepre-
neurship and Small Business Management at the Faculty of Business and Economics.
The institute’s main belief is that the contribution towards the development of region
and society is the main role of university. Thus, university teachers are not only to teach
and research, but also to collaborate in numerous other activities that may contribute
towards economic development. Just as we speak about extracurricular activities and
their importance for students’ development, it is necessary for university teachers to
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be engaged in numerous activities. Such engagement, which contributes to familiar-
ising students with the importance and value of innovation and creativity, is reflected
especially through the following activities:

o Conducting research for Global Entrepreneurship Monitor (GEM), which is the largest
study of entrepreneurial activity among adults in more than 50 countries. GEM was
initiated in 1997 with the aim of identifying factors influencing entrepreneurial
activity and economic growth on a national level. The institute joined the project in
2002 and conducts research activities related to Slovenia (www.gemslovenia.org).

o Slovenian entrepreneurship observatory was established in 1998 in order to evaluate
entrepreneurial activity of Slovenian enterprises on an annual basis. Databases
created during each project are used for teaching purposes (e.g., Sirec and Rebernik,
2009).

¢ Ad hoc research is conducted within the European network for social and economic
research, a strong and effective network of institutes from 32 European countries.
The institute participates in common research activities when contributions that
highlight Slovenian entrepreneurship are needed (www.ensr.eu).

o STIQE conference. Since 1992, this international scientific conference focusing on the
connection between systemic thinking, innovation, quality and entrepreneurship
has been organised every other year to find holistic answers through multidisci-
plinary and interdisciplinary approaches (e.g., Mulej et al., 2006).

e  PODIM conference. This conference represents one of the most important events in
the field of innovation and entrepreneurship in the region, attracting more than 300
entrepreneurs, university teachers, managers, researchers, and professionals from
the entrepreneurial support environment and politics each year (www.podim.org).

o Slovenian Start-up of the Year, established in 2007, seeks to foster awareness
about important innovative enterprises with large growth potential. The annual
prestigious award recognises aspirations during the first phase of entrepreneurial
activity, which requires both informal and formal investors and business partners.
The selection of a start-up enterprise of the year is based on the evaluation of the
business plan and the presentation to the evaluation board (www.startup.si).

e  Businessincubator Tovarna podjemov plays a traditional role of university incubator and
ensures support for students and researchers who wish to set up their own enterprises
(www.tovarnapodjemov.org).

Students participate in the above-mentioned activities in various ways. For example,
they may use databases with research results when writing their seminar and
diploma papers, participate in conferences, use tools and information provided by the
business incubator, visit companies and institutions in the entrepreneurship support
environment, discuss real-life problems, and get acquainted with successful Slovenian
entrepreneurs. The study programme has an Internet site (www.podjeten.si) and
publishes a magazine in which professors and students publish articles and share their
experiences.

In the 17 years during which the entrepreneurship study programme has been offered
at the University of Maribor, a number of relationships have been established between
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entrepreneurs and owners/managers of small and medium-sized enterprises. Students
have completed more than 500 projects in mentoring companies. Many entrepre-
neurs and managers have participated in discussions during in-class activities. With
the money provided by enterprises and the money earned by students through their
business activities, numerous study trips at home and abroad have been organised.

Two years ago, a programme analysis was carried out; the results were extremely
encouraging. The majority of alumni found their first employment immediately after
graduation, with one fifth starting work in mentoring companies. If the graduates
had to select a study programme again, 90% of them would choose the entrepreneur-
ship programme. Within 5 years of graduation, 20% of graduates had set up their own
companies, and 40% of them believe that they will do the same within the next four years
(Sirec, 2008). This is a surprising result considering that the TEA index of GEM, which
measures early entrepreneurial activity of adults in Slovenia, amounted to only 5,4% in
2009 while all entrepreneurial activity in Slovenia in 2009 amounted to around 10%.

One of the positive results of the implementation of the entrepreneurship programme is
the acknowledgment of the need for entrepreneurship education by university teachers
and entrepreneurs and managers of SMEs. During the early years of the establishment
of cooperation between small enterprises and the university, we noted two interesting
opinions. On the one hand, the majority of entrepreneurs and managers in SMEs
believed that—from the practical point of view—cooperation with the university was
a waste of time. On the other hand, there was a strongly held belief at the university
that practical activities do not belong to the university because they are not scientific in
nature. The implementation of the entrepreneurship programme did away with many
of these false presentations of reality. We soon noticed changes in thinking and shifts
in the mental models of university teachers, entrepreneurs, and managers (Rebernik,
1994). Today’s teachers work closely with business practice and have deeper insights
into business problems and learning requirements of SMEs.

It has also been proved that not every student meets the requirements of combining the
study with managerial practice, no matter how bright or hardworking he or she may be.
In addition to satisfying formal requirements such as high grades or language skills,
appropriate personality, ingenuity, communication, and cooperation skills are needed
to ensure that both student and company will benefit from their cooperation.

We should keep in mind that successful cooperation requires the careful selection of
mentoring company and entrepreneur/manager. It is all about a quality partnership
relationship. Without a common commitment and a willingness to collaborate in the
education programme and student training, even a well-organised well-managed
programme is likely to become just another ordinary university programme. The
commitment of entrepreneurs and company managers to entrepreneurship students
in mentoring companies plays the same role as laboratories for chemistry students and
flight stimulators for future pilots.
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The main finding stemming from the 17 years of experience in implementing the
programme is that the sustainable success of entrepreneurship education at the
university level requires productive collaboration of all four equally important partner
groups: students, university teachers, entrepreneurs, and the support entrepreneurship
infrastructure ecosystem. They all have to possess certain qualities or there will be no
successful education.

Conclusions

Despite numerous research findings about the important influence on the formation
of individuals’ interest to participate in entrepreneurship activities, entrepreneur-
ship education is still poorly developed at all levels of education. It does not encourage
creativity, independence, or personal initiative enough, nor does it focus sufficient
attention on entrepreneurship and the setting up of new businesses. As such, it is
unlikely that students will become acquainted with the principles of a market economy.
The scope of entrepreneurship education is worrisome as more than a half of European
students in higher education have no access to entrepreneurship education; approxi-
mately 11 million of students are deprived of such and/or additional learning activities
that could encourage their entrepreneurial orientation (EC, 2008). The majority of
university programmes continue to train students in such a way that they wait to
find an employer. Students do not accept the potential role of self-employment or the
possihility of finding and exploiting business opportunities that would enable them to
offer employment to others.

Experts who assess individual entrepreneurial frameworks within the Global
Entrepreneurship Monitor are extremely critical of entrepreneurship education,
especially formal education, ranking in below 2.5 on a 5-point scale. Similarly
critical of entrepreneurship education are national experts in individual countries.
In all surveyed countries, their rates were low and relatively stable throughout the
observed period. It has become rather obvious that experts are not satisfied with
the formal education in countries surveyed.

In Slovenia, the percentage of people who have attended entrepreneurship education
and training is relatively favourable. More than a third of adults have participated in
some form of entrepreneurship education for start ups, with forms of self-education—
namely, informal education related to setting up a business or starting a new business
(e.g., studying literature in their free time, observing other entrepreneurs, or offering
help in conducting business activities in enterprises founded by someone else)—ranking
above average compared to other participating countries in the group of innovative
economies. In Slovenia, 15.51% of respondents acquired the knowledge and experience
to set up their own company in this way, with Finland taking the lead with 30%, while
the average in this group was 11%.

What is missing is a more intensive entrepreneurship education at the university
level as both Slovenian and international students possessing a higher level of entre-
preneurial skills demonstrate a more positive attitude towards setting up their own
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companies. In addition, both groups of students share a similar perception regarding
the role the education system should play in encouraging students’ entrepreneurial
orientation. Desirable activities that ranked highest are (1) bringing students in contact
with networks required for the start-up, (2) offering entrepreneurially oriented project
work, and (3) bringing students in contact with each other. These activities call for
different education methods, with less lecturing and more team project work in a real
business environment. These are exactly the features of the study programme presented
in the second part of our contribution.

During the 17 years of programme implementation, it has been proved that the
programme is efficient and relatively successful in its efforts to prepare students for their
potential entrepreneurship career. The time students spend in mentoring companies
seems especially important. Such an education model cannot be successful if all four
key partners are not included in the process—namely, students, university teachers,
entrepreneurs, and representatives of entrepreneurship ecosystem. Above all, these
partners have to possess certain qualities in addition to their willingness for cooperation.
University teachers have to be able to act as consultants to companies as needed and
should possess appropriate mentoring abilities for students. It is also desirable that they
be engaged in business activities and have international experience. Not every student
meets the requirements for combining study with managerial practice, no matter how
bright or hardworking he or she may be. In addition to satisfying formal requirements
such as high grades or language skills, an appropriate personality, ingenuity, communi-
cation, and cooperation skills are also needed to ensure that both student and company
will benefit from their cooperation. Entrepreneurs/managers and companies have to be
carefully selected. Managers are the partners who really make the difference. Without
their commitment to cooperating with university and participating in the educational
and training process, the management program—no matter how well organised—would
be just an ordinary university program, “just another brick in the wall”. With the
commitment of entrepreneurs and managers, the companies start to play a similar role
for students in small business management and entrepreneurship as laboratories play
for chemistry students or flight simulators for future pilots. It is extremely important
that the representatives of the entrepreneurship ecosystem with which companies do
business—banks, venture capital, advisors, promoting agencies, and similar institu-
tions—participate in the programme.

Improve entrepreneurship education at universities requires several steps. First,
this type of education needs to be expanded to technical faculties. Students attending
technical faculties throughout Europe as well as in Slovenia lack information about en-
trepreneurship because there are no compulsory or optional entrepreneurship subjects
offered. Universities should become more responsible for the development of regions
and economies; through this role they will become aware of the fact that the creation
of knowledge is not enough if this knowledge is not transferred into useful products
and services.

Not all students can be taught entrepreneurship as it is a scarce resource with only
some individuals possessing the right qualities for entrepreneurship. However, it
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is the role of the university to demonstrate the importance of creativity, innovation,
and entrepreneurship. Above all, universities should be responsible for showing

students that a decision for entrepreneurship represents a career decision. Policy

makers should create appropriate conditions for entrepreneurship so that young

individuals who possess the necessary characteristics and orientations, when
deciding if they should set up their own company or try to find an employer, can
recognise the entrepreneurial career as a sound and attractive possibility.
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Abstract

This article aims to examine whether any causal relationships exist among different
types of entrepreneurial activity and economic growth. The theory and some empirical
evidence proved positive outcomes of entrepreneurial activity, but mixed evidence on
the role of entrepreneurship in economic growth. For the purposes of empirical testing,
alongitudinal analysis was employed for 24 differently developed countries to estimate
the relationship between different types of entrepreneurial activity and GDP growth
rate, controlling for the impact of countries’ developmental stage and time. The data
were obtained from the Global Entrepreneurship Monitor database and complemented
with data from other international sources. The results confirmed that entrepreneur-
ship activity, especially innovation- -oriented one, is correlated with economic growth,
but this relationship is influenced by the economy’s developmental stage as well as by
specific characteristics of certain years included in the analysis. Our results indicate
that governmental interventions cannot be the same for all countries; rather, they have
to be adjusted to the specific developmental stage of the national economy and type of
entrepreneurship.

Keywords: entrepreneurial activity, economic growth, developmental stage, economic
policy, longitudinal study

JEL Classification: .26, M13

Introduction

Entrepreneurship has been recognized as a complex phenomenon involving individuals,
companies, and the environment in which it occurs (Wennekers and Thurik, 1999); as a
result, measuring and comparing entrepreneurship on the international level and over
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time are challenging endeavours. In light of the increased globalization, entrepreneur-
ship not only plays a more important role, but also generates growth because, according
to Caree and Thurik (2003), it serves as a vehicle for innovation and change and as
a conduit for knowledge spill-overs which generate economic growth. As Audretsch
(2007, p. 65) pointed out, entrepreneurship is the missing link between investments
in new knowledge and economic growth, making it an important mechanism that
permeates the knowledge filter, facilitating the spill-over of knowledge, and ultimately
generating economic growth. Governments increasingly consider entrepreneurship and
innovativeness as the cornerstones of a competitiveness of national economies, because
it can be pursued in two ways (Rebernik and Bradag, 2011; van der Zwan et al., 2011): (1)
by engaging creative individuals in entrepreneurial activities to create new companies
because it increases dynamism in the national economy and (2) by enabling established
companies to achieve their growth and development.

Economic policy co-designs the business environment, which requires an entire set
of goal-oriented measures. The outcomes of various policies for entrepreneurship
have caused mixed results. In addition, the literature reveals that the fundamental
and general question of how-and if-governments are able to influence entrepreneurial
activity in a positive manner is far from resolved (Capelleras et al., 2008, in Minniti,
2008, p. 780) and needs further empirical examination.

Therefore, when forming the relevant empirical evidence base for policymakers,
we should consider the multidimensional framework of entrepreneurship and use
appropriate data sets that allow for a longitudinal comparison between different
groups of countries while contributing to the existing knowledge base (Crnogaj, 2012).
To provide additional insights into interdependence between entrepreneurship and
economic growth, particular types of entrepreneurship (e.g., innovation-oriented en-
trepreneurship) at countries’ different developmental stages should be analysed.

The main objective of this paper is to provide additional empirical evidence on the
role of entrepreneurship in economic growth. It is structured as follows. First, the
theoretical foundation on entrepreneurship and its connection with economic growth
are explained and hypotheses developed. Second, the methodology of the empirical
examination is presented, including the data and research model development.
Third, the results of the empirical analysis are explained. The article ends with
conclusions and policy implications.

Theory background and hypothesis development

Various studies have confirmed the positive outcomes of entrepreneurial activity,
leading national policymakers to become increasingly aware of the importance of
promoting innovation and entrepreneurship and improving the business environment
in order to confront economic, social, and environmental challenges (e.g., Hart, 2003;
Lundstrém and Stevenson, 2005). It is not only the number of entrepreneurs and the
number of businesses that determine economic prosperity, but also the entrepreneurs
who have both the desire and the capacity to develop their businesses and create jobs.
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In this way, it is possible to develop foundations for policymakers regarding entrepre-
neurship as their measures can either en-courage or hinder entrepreneurship. These
measures can apply to individuals, businesses, and national economies.

Government policies develop institutional structures for entrepreneurial action and,
therefore, have the power to influence entrepreneurial activity (Minniti, 2008, p. 781).
The extent to which the government will intervene in the economy depends on its
perception of the existence of market failures and distortions and on beliefs concerning
the leeway to correct these market failures (Audretsch, Grilo and Thurik, 2007).
Insights into the relationship between entrepreneurship and economic development
across countries are therefore especially important for policymakers. Hence, although
it is important to support entrepreneurship, it is even more important to encourage it
on both the supply and demand sides to attain sustainable economic growth. Inten-
tionally influencing the entrepreneurship reality demands accurate knowledge of this
reality and the motives that drive it; due to the influence of the policy on the formation
of entrepreneurial behaviour, the resulting outcome must be carefully considered and
enhanced to the greatest extent possible (Rebernik et al., 2013). The importance of en-
trepreneurship is also seen by observing empirical research and projects implemented
by the World Bank (WB), the Organization for Economic Cooperation and Development
(OECD), and the Global Entreprencurship Research Association to measure busi-
ness-formation processes across countries (Acs and Szerb 2011, p. 2). Such research
demonstrates the importance of the subject.

Our understanding of the specific role of entrepreneurship and its connections with
economic growth is limited by the various existing entrepreneurship measures.
Measures of entrepreneurship reflect different types of activities and, thus, should be
selected carefully (Desai, 2009). The search for indicators and even the articulation of
specific statistics has become crucial in order to make progress in the applied research
as well as to design, implement, and assess the various measurements of public inter-
vention (Congregado, 2008). We should also consider the fact that entrepreneurship
exhibits different stages of development among national economies.

Every country and geographic area has its own features that define entrepreneurship.
Understanding entrepreneurship in one’s own country means comparing it with others
while being aware of the fact that entrepreneurship has different effects with regard
to national economic development phases (Rebernik, 2002). Such an approach makes
it possible to learn from one another and, in an effort to support entrepreneurship,
implement those measures that have proven to be efficient in similar circumstances
or developmental phases. When comparing the development of economies on a global
level, it is suitable to classify the countries based on the economic theory of stages of
development provided by Porter, Sachs and McArthur (2002). Porter divided economies
according to their development stage measured by GDP per capita on factor-driven,
efficiency-driven, and innovation-driven economies. The economy is factor driven
in the first development stage, when it competes based on its basic factor capabili-
ties-primarily, unskilled labour and natural resources (WEF, 2013, p. 10). In the effi-
ciency-driven stage, a country has become more competitive than in the factor-driven
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stage, and the development of the economy is accompanied by industrialization and an
increased reliance on economies of scale, with large, capital-intensive organizations
being dominant. In the market, more efficient production processes and improved
product quality are required. As development advances into the innovation-driven
stage, businesses become more knowledge intensive, and the service sector expands.
Wages and the standard of living increase as well so that businesses are able to sustain
such development. At this stage, companies must compete by introducing and producing
new and unique goods using the most advanced production processes and by innovating
new processes and products (WEF, 2013; Tominc et al., 2015). Porter’s classification of
national economies according to their achieved developmental stage was embraced
by the Global Entrepreneurship Monitor (GEM) and included into its basic research
model (Bosma et al., 2009). GEM is an extensive international research project dedicated
to understanding the relationship between entrepreneurship and national economic
development across a wide range of countries.

The variety in the development of national economies has brought about numerous
characteristics with regard to reaching decisions about entering an entrepreneurship
career, entrepreneurship development, and competition among companies in different
environments. Equally important are the differences regarding the necessary
economic policy measures to be taken. Different stages of countries’ socio-economic
development mean different requirements; therefore, it is impossible to give unified
suggestions on how to encourage entrepreneurship in particular (groups of) countries.
In addition, empirical evidence from several global studies, such as GEM, as well
as measures such as the Global Entrepreneurship and Development Index proved
that connections exist between entrepreneurship and economic growth and that the
support to encourage positive effects has to be adjusted to the developmental stage of
particular economies. According to previous empirical research examining entrepre-
neurship at different stages of economic development, entrepreneurship in different
forms is positively correlated with economic growth, but this relationship differs
according to the phase of economic development (e.g., Audretsch et al., 2002; Caree
et al., 2002; van Stel et al., 2005; Acs and Varga, 2005; Wennekers et al., 2005; Acs
and Amoros, 2008; Wennekers et al., 2010; Stam et al., 2011). Theoretical advances
and empirical research seem to support the view that, at higher levels of development,
when institutions become stronger, more and more entrepreneurial activity is shifted
towards innovative entrepreneurship, thereby strengthening economic development
(Acemoglu and Johnson, 2005). Similarly, other researchers have shown that en-
trepreneurship unlocks economic development only if appropriate institutional
backgrounds are in place (Baumol, 1990; Boettke and Coyne, 2003; Powell, 2008, in
Stam et al., 2011). As empirical studies examining the relationship among different
types of entrepreneurship and economic growth often show mixed results, further
research on this topic is warranted. Despite this growing interest in comparative
research, the understanding of these variations in entrepreneurship at the country
level remains limited (Grilo and Thurik, 2008). This is not surprising given the hetero-
geneity characterizing both the kinds of entrepreneurship and the economic contexts
in which economic growth takes place (Stam et al., 2011, p. 231).
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Based on the literature review, it appears that economic growth is affected by entre-
preneurial activity over time and that the relationship varies according to the develop-
mental stage of the country. Thus, the theoretical and empirical evidence leads us to
investigate the following hypothesis:

H1: Early stage entrepreneurial activity is related to economic growth, and the correlation is
influenced by the developmental stage and time period.

Within this context, entrepreneurship might be expected to always be important as
it ensures and enables development; however, its importance and influence differ
according to the economy’s developmental stages. In such an analysis, it is also
important to consider specific characteristics of certain years included in the analysis
and their impact on economic growth. In addition, economic policy instruments
have to be adapted to stimulate a dynamic, innovative, and growth-oriented entre-
preneurship, which contributes the most to economic development. As this type of
entrepreneurship is important, it is necessary to investigate both innovativeness
and innovation-oriented companies, among other factors. Innovation orientation is
vital as it provides a framework through which the company’s competitive potential
and opportunity can be exploited to compete with other companies from different
environments, which is particularly important when increasing business globaliza-
tion. Holcombe (1998) argued that an entrepreneurial multiplier effect exists in the
sense that entrepreneurship leads to more entrepreneurial opportunities through
innovation. Innovative entrepreneurship is more likely to lead to a greater number
of value-added jobs and more wealth creation as innovative entrepreneurs perhaps
feel more compelled toward growth by the opportunity of the venture and its inno-
vativeness. In addition, innovative companies appear to have higher growth rates
(Stevenson, 2002, p. 60). It has been argued that entrepreneurship and innovation are
linked to economic growth (e.g., Galindo and Méndez-Picaz, 2013) and, according to
Drucker (1998), create a feedback effect-namely, an economic growth process would
also promote innovations, and the latter would encourage entrepreneurship activity,
which leads us to the next hypothesis:

H2: Innovation-oriented entrepreneurship contributes to economic growth more than entre-
preneurship in general.

Innovation-oriented entrepreneurship is especially important for economic development
due to its capability to provide new jobs and contribute to meeting customers’ needs as
well as achieving competitiveness. Innovation-oriented entrepreneurship is generally
managed by educated and highly competent individuals whose motivation is not making
ends meet, but rather taking advantage of promising business opportunities. Therefore,
the level of innovation-oriented entrepreneurship in a country is expected to be a more
relevant driver of economic growth and will contribute more to it compared to entre-
preneurship in general.
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Methodology
Data and variables

The empirical analysis was conducted on panel data from 24 countries participating in
the GEM project between 2006 and 2010 (120 observations). The database is constructed
from the adult population survey that is annually administered in countries partici-
pating in GEM.

For the type of economy variable, we included countries for which data for selected
variables were available in all studied years, allowing for a balanced panel database
and in line with the already mentioned Porter, Sachs and McArthur’s (2002) typology
of economies grouped into resource-driven, efficiency-driven, and innovation-driven.
In our study, innovation-driven economies were represented by Belgium, Denmark,
Finland, France, Greece, Iceland, Italy, Japan, Latvia, the Netherlands, Norway,
Slovenia, Spain, the United Kingdom, and the United States. Efficiency-driven
economies were represented by Argentina, Brazil, Chile, Columbia, Croatia, Hungary,
Peru, Russia, and Uruguay. Countries falling within the factor-driven economies were
not included in the research as no sufficient time series exists for these countries. None
of the included countries changed their developmental stage during the analysed time
period (2006 to 2010).

For the entrepreneurial activity measure, the total early stage entrepreneurial activity
index (TEA) variable was used. It is one of the main indicators introduced by GEM and
measures the percentage of adult individuals (18 to 64 years old) who are in the process
of starting a new venture or are already the owners/managers of a business that is less
than 42 months old. The TEA index thus shows the early stages of entrepreneurial
activity, which are particularly vulnerable to factors in the environment that either
encourage entrepreneurship or obstruct it. GEM’s concentration on individuals instead
of statistical company data enables a detailed insight into the perception of entrepre-
neurship by the adult population, the national entrepreneurship profile, involvement
of adults in entrepreneurial activities, and aspirations of entrepreneurs.

The TEA innovation-driven variable is the total early stage entrepreneurial activity index
in countries that belong to innovation-driven economies. The TEA efficiency-driven
variable refers to the total early stage entrepreneurial activity index in countries that
belong to efficiency-driven economies.

To measure innovation-oriented entrepreneurship, the innovation-oriented entrepre-
neurship (TEANPM) variable was used as a subset of total early stage entrepreneurial
activity. Innovation-oriented entrepreneurship (TEANPM) is defined as the percentage
of early stage entrepreneurs. Innovation-oriented entrepreneurs are those who consider
their product or service to be new to the market and, consequently, some or all potential
buyers are still unfamiliar with it; furthermore, this product or service is only provided
by a few or even no companies on the market.
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The GDP growth variable was measured as real GDP, and the data were taken from the
World Economic Outlook database (September 2011).

Model development

We developed two models that were empirically tested using ordinary least squares
(OLS) regression. Given the cross-sectional and time series nature of the data developed
for this study, the model was gradually refined by controlling the specific characteris-
tics of a country’s development level and time using the stepwise least square dummy
variable (LSDV) regression model (Gujarati, 2004). The LSDV regression is able to
specify relationships between dependent and independent variables in a more precise
manner while controlling the development level of a country and time in our analysis.
If an individual country exceeds the median of the GDP per capita created in a certain
year, the value of the dummy variable is 1 (innovation-driven countries); otherwise, it
is O (efficiency-driven countries). The model also included four dummy variables for
the years 2007 to 2010. Each dummy variable for the particular year has a value of 1
for the observations (cases) that refer to that year and 0 otherwise. The base regression
refers to the year 2006.

In Model 1, the relationship between early stage entrepreneurial activity and economic
growth is controlled for by the impact of the country’s developmental stage and by the
additional characteristics of certain years included in the analysis.

As advised by Stam et al. (2011), we performed a similar regression using a balanced
panel data set based on the TEA index from 2006 to 2010 (t = 2010).

GDP growth; ,4_(4) =2a; + by TEA, (_ (4 + ¢, Type of economy; +
+d,log (GDPpC;,_ () + € GCIL, (_ (g + f; GDP growth, . _ o) + (1)
+ g, Year 2007, + ... + g, Year 2010, + ¢,

where GDP growth is the dependent variable of the ith observation, calculated as the
average growth rate of GDP (over a 5-year period); i is the index of observations (24
countries by 5 years:i = 1, 2, ... 120); t is the index for the years (t = 1, 2, ... 5; t = 1 for the
year 2006, ...t = 5 for the year 2010); a is a regression constant; b through g are regression
coefficients of the variables; TEA is the total early stage entrepreneurial activity index
of the ith observation, and GDPpc is per capita income. Following van Stel, Carree and
Thurik (2005) and Stam et al. (2011), we used (the log of) countries’ initial income level
to correct for catch-up effects and GCI (growth competitiveness index) to capture other
determinants of economic growth. To limit the potential impact of reversed causality,
we added the lagged growth of GDP, which refers to the 5 years prior to the dependent
variable’s measurement period (average growth rates in 5 years), as an additional control
variable. We also included dummy variables for countries’ developmental stages and
time in years. The € is an error term of the regression.
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In Model 2, we compared entrepreneurship effects separately in innovation-driven
and efficiency-driven economies. TEA rates reflect different types of entrepreneurship
depending on the stage of economic development. To avoid the possible negative impact
of the empirical results being strongly influenced by the global economic crisis, we used
a data set for 24 countries from 2006 to 2007 (t = 2007).

GDP gPOWthi,((Hl]—(t—l)) — 31 + bi TEAefﬁciency driveni (6~ (1) + Cl TEAinnovation driveni,((t—(t—l)]
+ b2 TEA N PMefficiency drivcni (- 1) +Cy TEA N PMirnovation drivcmi((t 1) (2)
+ d1 10g (GDPpCi,(tf(t{))) + e1 GCIi,((tf(tfl)) + f1 GDP g‘rOWthiy((t,l)f(tig)) + Sit

where GDP growth is the dependent variable of the ith observation, calculated as
the average growth rate of GDP (over a 2-year period); i is the index of observations
(24 countries by 2 years: i = 1, 2, ... 48); t is the index for the years (t = 1 for the year
2006, t = 2 for the year 2007); a is a regression constant; b through f are regression
coefficients of the variables; TEA is the total early stage entrepreneurial activity
index of the ith observation; TEANPM is the early stage innovation-oriented entre-
preneurship of the ith observation; and GDPpc is per capita income. We used (the log
of) countries’ initial income level to correct for catch-up effects and GCI to capture
other determinants of economic growth. To limit the potential impact of reversed
causality, we added lagged growth of GDP as an additional control variable; € is an
error term of the regression.

Results

Table 1 presents the estimation results from Model 1. The tests demonstrated that per
capita income had an expected negative effect, which is consistent with the conditional
convergence effect (Abramovitz, 1986, in Stam et al., 2011). Moreover, GCI was signifi-
cantly positive and the impact of lagged growth significantly negative, which is likely
due to the global crisis that occurred between the GDP’s lagged and expected growth.
In the second model, TEA is positive but has no significant impact on GDP growth.
The addition of a linear TEA term decreases the adjusted R? so we can assume, as van
Stel, Carree and Thurik (2005) do, that the link between TEA rates and GDP growth
is not linear. When we added TEANPM to the model, TEA became non-significantly
negative, but the effect of innovation-oriented entrepreneurship on GDP growth was
positive at the 5% significance level.

When we included dummies for the type of national economy and time (Model 1(4)
in Table 1), the coefficient c, was not statistically significant. Therefore, we could not
confirm the development level’s impact on GDP growth. However, the regression coef-
ficients g, and g, (representing the specific characteristics of the years 2008 and 2009)
negatively affected national economic growth. Based on these results, we repeated the
analysis with data referring to the time period before the global economic crisis. We
used 2006 and 2007 data, with the economic growth dependent variable calculated as
the average growth rate of GDP (over a 2-year period). GCI was not significant, which

{164}



we assume is a result of the shorter time series. The impact of lagged growth was sig-
nificantly positive, suggesting a considerable degree of path dependency. As the value
of the dummy variable for the type of national economy was statistically significant,
the constant of some countries increased.

Table 1: Early Entrepreneurship Activity and Economic Growth, 2006 - 2010 (dependent
variable: GDP growth)

Model 1(1) Model 1(2) Model 1(3) Model 1(4)
a 12.408 11.676 11.948 8.980
Constant (8.733)¢ (6.854)¢ (7126)¢ (4.377)°
b, 0.027 —0.004 0.050
TEA (0.783) (=0.111) (1.472)
G} —0.692
Type of economy (—0.967)
B 0.030
TEANPM (2.279)
d, —4.198 -3.983 —4.256 -3.040
log (BDPpc) (—9.755)¢ (—7.798)° (—8.255)° (—3.768)
) 0.992 0.951 0.983 0.917
GCl (2.630)¢ (2.494)° (2.623) (2.378)
f, —0.220 —0.216 —0.222 —0.135
Lagged GDP growth (—3.393)¢ (—3.321) (—3.465)° (-1.714)2
g, —0.221
Year 2007 (—-0.538)
g, —0.809
Year 2008 (—1.895)
g; —1.01
Year 2009 (=2.415)°
a, 0.283
Year 2010 (0.658)
R? 0.562 0.565 0.584 0.616
R? adjusted 0.551 0.549 0.565 0.584
F statistic 48.382¢ 36.315¢ 31.178° 19.082¢
Number of observations 117 117 17 117

Note: t-values are in parentheses; ap < 0.10; bp < 0.05; cp < 0.01. Number of observations
is smaller than 120 due to the elimination of those with outliers.
Source: Authors calculation.

Thus, innovation-driven countries contributed to the 2-year average growth rate, which
could be the result of the countries’ specific economic environment. Therefore, we can
assume that the relationship between entrepreneurship and economic growth differs for
countries at different developmental stages. By separating TEA variables for different
groups of countries, we can confirm this assumption (Table 2).
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Entrepreneurship in general (TEA) had a significantly positive impact on economic
growth in innovation-driven economies, but a significantly negative impact on
economic growth in efficiency-driven economies. These results are consistent with
van Stel, Carree and Thurik’s (2005) and Stam et al.’s (2009) findings. As indicated
in Model 2(2) in Table 2, we identified the positive effects of the innovation-oriented
entrepreneurship (TEANPM) for both developed and less developed countries, but
the results were not significant. The more positive effect of innovation-oriented en-
trepreneurship than entrepreneurship in general corresponded to the coefficient ¢3
in Model 1(3) in Table 1.

Table 2: Early Entrepreneurship Activity According to the Type of Economy and Economic
Growth, 2006 - 2007 (dependent variable: GDP growth)

Model 2(1) Model 2(2)
a 18.836 10.027
Constant (3.471) (2.782)
b, -1.210
TEA efficiency-driven (—1.674)?
T, 1.929
TEA innovation-driven (2.272)°
b, 0.001
TEANPM efficiency-driven (0.025)
T, 0.034
TEANPM innovation-driven (0.583)
d, —6.197 —2.988
log (BDPpc) (—3.322) (—2.260)°
e, 0.714 0.330
GCl (0.928) (0.413)
f, 0.559 0.522
Lagged BDP growth (4.469) (3.881)
R? 0.640 0.601
R? adjusted 0.597 0.554
F statistic 14.926¢ 12.656¢
Number of observations 48 48

Note: t-values are in parentheses; *p < 0.10; *p < 0.05; °p < 0.01. Following van Stel, Carree
and Thurik (2005), we assume a constant equal for each of the groups of countries.
Source: Authors calculation.

Hence, we can conclude that innovation-oriented entrepreneurship has a positive
correlation with economic growth and contributes more to national economic growth
than entrepreneurship in general. Using our primary source data on early stage entre-
preneurial activity from the various GEM surveys and based on the results herein, we
found support for hypotheses H1 and H2.
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Conclusions and policy implications

This study has revealed that early stage entrepreneurial activity, especially innova-
tion-oriented one, is correlated with economic growth, but that relationship is influenced
by an economy’s developmental stage and specific characteristics of certain years
included in the analysis. In general, the impact of early stage entrepreneurial activity
on economic growth was positive in innovation-driven economies but negative in ef-
ficiency-driven economies, indicating that the real economic effect can be attributed
to the decisions of some people in developed economies to become entrepreneurs. The
results confirmed our assumption that involvement in entrepreneurial activity by itself
does not equate to higher development, as some other authors demonstrated (Caree et
al., 2002; Wennekers et al., 2005). Our findings are in line with some prior studies (van
Stel, Carree and Thurik, 2005; Stam et al., 2009), which found that entrepreneurship
(TEA) has a stronger impact in high-income countries than in low-income countries,
although Stam et al., (2011) found an opposite pattern. According to GEM, less developed
countries show even higher levels of entrepreneurial activity with the prevailing low
impact, necessity-driven type of entrepreneurship, whose contribution to economic
development is smaller. In other words, some people are forced into entrepreneurship
out of necessity as there are no other options for employment; meanwhile, others opt for
entrepreneurship in order to improve their position. Necessity entrepreneurship, even
though it contributes to higher levels of entrepreneurial activity in a given economy, does
not necessarily lead to economic growth as well; entrepreneurs are self-employed, do not
possess the required development potential, and partake in activities where added value
is minimal. Growth can be attributed primarily to highly motivated entrepreneurs
who identify a promising business opportunity that allows for the growth of a company
and opens new jobs. Apparently, it is not the quantity of entrepreneurship that makes
a decisive contribution to a nation’s economic and social development, but its quality.

Our findings also suggest that innovation-oriented entrepreneurship has a greater
impact on economic growth than overall entrepreneurial activity. Therefore,
introducing new products, technologies, and knowledge transfer into practice remains a
crucial task for economic policy. These results support Koellinger’s (2008) findings that
entrepreneurs in highly developed countries are significantly more likely to engage in
innovative start-ups. Innovation-driven entrepreneurship is especially important for
national prosperity due to its capability to provide new jobs and contribute to meeting
customers’ needs and achieving competitiveness. Innovation-driven entrepreneurship
is managed by educated and highly competent individuals, whose motivation is not
making ends meet, but instead taking advantage of promising business opportunities.
Ways to arouse an interest in entrepreneurship in such individuals, of course, differ
substantially from other types of entrepreneurship.

The environment is a significant factor influencing both the emergence and
development of entrepreneurship; therefore, identifying policies leading to appropriate
levels of entrepreneurial activity are a significant challenge (Bosma et al., 2012, p. 35).
Based on our results, policy should focus on the level of technological development
and product innovativeness, educational level, and entrepreneurial ambitions in order
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to introduce the necessary dynamics and stability into the economy. Irrespective
of the economic development stages, entrepreneurship always remains important.
Fundamental entrepreneurship conditions that will attract foreign investments and
allow the exploitation of economies of scale should be developed for efficiency-driven
countries. It is also necessary to develop additional frameworks to encourage high
impact opportunity-based entrepreneurship. Designing and running such economic
policy should rely on empirical evidence, including internationally comparable
results, and be built on appropriate models that represent a reliable framework for
policy-making debates.

The limitation of the current study is its lack of data regarding various aspects of en-
trepreneurship, such as different types of entrepreneurship and the level of total en-
trepreneurial activity, as well as its restriction on early stage entrepreneurial activity.
Future research should take into account new and established businesses as well as
other international comparable measures of entrepreneurial activity. Further analysis
of entrepreneurship’s impact on economic growth should also incorporate multi-level
analyses that consider the determinants of entrepreneurship focused on the individual,
company, and country levels to explain entrepreneurial progress. In addition, the
research framework could be expanded by considering the indicators of social progress,
rather than maintaining a narrow focus on GDP per capita to create more holistic
frameworks for appropriate government policies.
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Abstract

Startup companies are important development drivers of new business ideas,
innovations, and technologies in the economy. They attract creative individuals and
increase the level of engagement of business talent as well as contribute towards
the commercialization of new knowledge and technologies. In most cases, startup
companies develop globally interesting products or services, which is also why they
are intensely focused on growth through internationalization. In the growth stage,
they intensely compete for various financing sources and contribute to the development
of the market of informal and formal venture capital. Additionally, startups connect
with various different private and public startup ecosystem stakeholders that can help
them develop their product, finance the launch and growth of the company, develop the
market or ensure other resources necessary for startup company development. In this
article, we will present detailed insight into the Slovenian startup ecosystem, with an
emphasis on public programmes, which significantly developed over the past few years
to fill a market gap. In this, we will focus on the description and role of the Initiative
Start:up Slovenia and its programmes, namely the PODIM Conference, Start:up of the
Year competition with the startup school, and accelerators Start:up GeekHouse and
Go:Global Slovenia. The listed programmes of the Initiative represent an important
mechanism for supporting startup companies, supplementing and strengthening a
relatively weak private startup ecosystem. They are intended for startup companies
in all development stages, including the stages of launch, development, and growth
through internationalization. The products are closely connected with financial startup
incentives and seed capital from the Slovene Enterprise Fund. As stated above, the
article will not only present the programmes but also the role of the Initiative in
connecting and promoting various stakeholders of the startup ecosystem, both private
and public, whose programmes and activities contribute towards the development of
startup companies. Among others, the Initiative encouraged the creation of the Startup
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Manifesto as the fundamental strategic document of the Slovenian startup ecosystem.
With the goal of international collaboration, the Initiative started connecting with
cross-border partners in the AlpsAdriatic area and broader in order to strengthen
cross-border collaboration of the startup ecosystem and design a joint crossborder
startup ecosystem in the AlpsAdriatic area. With the achieved synergies of collabo-
ration, they wish to ensure better services for startup companies and a suitable global
placement and visibility.

Keywords: startup ecosystem, accelerator programmes, startup ecosystem stakehold-
ers, startup companies.

Defining the importance of startup companies in the modern society

Startup companies are important engines of new business ideas, innovations, and tech-
nologies in the economy. They attract creative individuals and increase the level of
engagement of business talent as well as contribute towards the commercialization of
new knowledge and technologies.

Rus and Kos (2012) state that startup companies are located in the centre of the new
economic revolution, the strongest and biggest so far. The revolution that is leading
us away from the post-industrial era and into a knowledge society. When we speak of
startup companies, we mean newly founded companies whose purpose is to develop
a new, usually innovative, product or service under uncertain circumstances. In
most cases, startup companies develop globally interesting products or services,
which is why they are also intensively focused on growth through international-
ization of their business operations. This is because they usually have high growth
potential and consequently also a corresponding contribution to employment growth.
According to some estimates, a third of the dynamics of countries’ economic growth
can be explained with the dynamics of startup entrepreneurship. However, these
companies need a suitably developed startup ecosystem. In order to develop success-
fully, startup companies connect with different private and public startup ecosystem
stakeholders that can help them develop their product, finance the launch and growth
of the company, develop the market, and ensure other resources necessary for the
development of the startup company. Startup companies especially strongly compete
for different financing sources and contribute to the development of the market of
informal and formal venture capital.

According to predictions of economic experts, the future will bring a division into
countries that will know how to answer to the challenges of the knowledge society,
and countries in which the economic and societal lag will get increasingly bigger.
The article thus discusses the history, state, and challenges of the development of a
startup ecosystem in Slovenia, and the contribution of the Initiative Start:up Slovenia
to building a globally competitive startup ecosystem in Slovenia.
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State of startup entrepreneurship in Slovenia

The state of startup entrepreneurship in Slovenia changed significantly after the onset
of the crisis - changed to the better. Data from a startup ecosystem study (Yougo.vc, 2013)
show that in October 2013, Slovenia had at least 147 startup companies that employed
1,400 people as well as that the number of startup companies is increasing quickly,
including the number of employees. These companies also attracted at least 53 million
USD in capital. Slovenian high-tech companies altogether represent about 2-3% of the
Slovenian economy and employ about 3,5000 people. The industry is growing faster
than the average in the economy and is creating new jobs with high value added, but it
is unfortunately still relatively limited. In total, Slovenia exports around 1.5 billion USD
worth of high-tech products, which represents around 5% of all exports. Unfortunately,
this is still below the average of the EU and far from the most successful countries. In
the EU, high-tech products represent 15% of all exports, while in Israel the numberis as
high as 44% of all exports (27 billion USD). There, the entire high-tech industry employs
200,000 people and 1-2 billion USD are invested in it annually - this is 100- to 200-times
more than in Slovenia (Rebernik and Jakli¢, 2014).

Startup companies and the high-tech industry thus do exist in Slovenia and are being
developed. Unfortunately, the industry is still too small to have more significant impact
on entire Slovenian economy. The key question is therefore, how to encourage this
industry to contribute to the development of a knowledge-based Slovenian society as
much as possible.

Part of the answer undoubtedly lies in the development of a suitable support environment
for startup companies, which we usually label as a startup ecosystem. Slovenia already
has a developed general business support environment, but it does not yet bring as many
results as it could, because it is indiscriminately focused on supporting general entre-
preneurship without considering the specifics of startup companies. In Slovenia, the
basics of the support ecosystem have been established, but they are not yet sufficient for
its development. For the development of startup entrepreneurship, we need a lot more
of all support activities, higher quality of support services, and better connections with
support institutions elsewhere in the world.

Over the past few years, proactive actors of the Slovene entrepreneurship environment
have connected with the goal of co-creating a startup ecosystem that would place
Slovenia on lists of successful startup hubs. Below we present the history of the
Initiative Start:up Slovenia, its programmes, connections with stakeholders in the
startup ecosystem, and its plans for cross-border collaboration and cooperation in the
Alps-Adriatic region.

Outline of the Initiative Start:up Slovenia

The Initiative Start:up Slovenia came to existence as an answer to the increasingly big
lag in the evolution of the Slovenian startup ecosystem. By strategically connecting the
business incubator of the University of Maribor, Venture Factory, and Technology Park
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Ljubljana, which became the contracting co-leading partners of the Initiative Start:up
Slovenia in 2011, the development of the Slovenian startup ecosystem received a true
development boost. The Initiative succeeded in connecting practically all active subjects
of the innovative environment in Slovenia in order to jointly create and strengthen
national programmes for encouraging entrepreneurship as well as ensure a network
of comprehensive support for the launch and building of startup companies across
Slovenia (Rus and Lesjak, 2014).

The key stakeholders and partners of the Initiative Start:up Slovenia include:

e Leading subjects of the support environment in Slovenia at various locations. The
Initiative already connected regular members, namely Primorska Technology Park,
RCR Zasavje, Pomurska Technology Park, and the Savinja Region Incubator, and
joined members, including the SASA Incubator, Business Incubator of Spodnje
Podravje, KIK Starter Kamnik, and the Club of Young Entrepreneurs Novo Mesto.

e Startup entrepreneurs, whereby the innovative environment subjects that are
members of the Initiative include more than 400 successful companies with global
potential for rapid growth, while events organized by members of the Initiative are
attended by more than 9,000 potential entrepreneurs every year.

e Startup mentors who mentor, consult and use their connections to help young
companies with global breakthrough. The network unites more than 100 quality
mentors.

e Private investors, in the form of business angels and venture capital funds, who
invest together with public money and not only finance the companies but also
mentor them (“smart money”).

e Big successful companies that increase their innovation activity through active
collaboration with startup companies and inclusion in the ecosystem. In this, the
Initiative includes both national and transnational companies.

e Private organizations for encouraging entrepreneurship, such as media platforms,
private accelerators at home and abroad, educational institutions for entrepre-
neurship and others, such as the Hekovnik Institute, CEED, media startup portal
Startaj.si, 30Lean ... The Initiative Start:up Slovenia is, for example, a partner and
ambassador of the Running Lean methodology in the Slovenian startup ecosystem.

e Ministry of Economic Development and Technology together with the Slovene
Enterprise Fund and public agency SPIRIT.

o Other stakeholders, mostly including knowledge institutions such as universities,
institutes, private schools as well as student societies, creative centres, co-working
spaces, and all others that believe in an innovative and entrepreneurial Slovenia.

e International partners, of which there are more than 50 on all continents, repre-
senting different startup and business hubs across the world. Together with them,
the Initiative Startup Slovenia helps companies in global growth and engagement.

The Initiative Start:up Slovenia carries out national programmes for encouraging
entrepreneurship and entrepreneurial engagement, intended for three target groups,
namely business teams in the stages of business idea creation, startup companies, and
companies undergoing rapid global growth, which we introduce in more detail below.
National programmes have several years of tradition and established brands, but most
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importantly, they connect and complement each other content-wise, which offers help
and support to companies from idea development to rapid growth on international
markets. Several years of programme implementation also ensures good national
coverage and regular development and upgrades to the programmes in accordance
with global development guidelines.

The programmes represent comprehensive and systematic support to startups and

include:

e Financial resources, whereby we speak of subsidies, equity and debt financing,
public as well as private, or mix of both. A startup company that fulfil all criteria
can receive more than 300.000 EUR of public money for growth and development.

¢ General and mentor support in the form of educational programmes, mentorships,
consultations, and administrative support, training for entrepreneurs, and
networking. Research has shown that with such support, the chances of company
success strongly increase. There are more than 100 esteemed entrepreneurs,
businesspeople and managers in the mentor network, advising and mentoring
companies.

e Unified promotion of programmes and companies, including attracting talents from
Slovenia, which encompasses transparent public selection of programme participants,
monitoring and promoting those included in the programme, and thus ensuring
effective control over the consumption of public resources.

e Suitable infrastructure (business premises) in the form of co-working spaces,
incubators, and technology parks, whose primary purpose is building a community
and environment with the right values that encourage talent, technology, tolerance,
and transparency.

The results of the Initiative Start:up Slovenia are better and more impressive every
yvear, for which the key reason lies in national, regional, and international connections
and collaboration based on accepting the global trend of smart specialization and
networking, and designing excellent services for target groups.

In 2014, the Initiative noted the following results (Startup Inciativa, 2015b):

e« more than 320 events organized across Slovenia,

¢ more than 9,000 attendees, potential entrepreneurs, at events,

¢ more than 400 members, perspective startup companies with which we regularly
and actively collaborate,

¢ more than 500 business consultations carried out for companies and business teams,

e« more than 70 people in co-working spaces of Initiative’s partners,

e more than 600 people from more than 10 countries at the regional international
conference PODIM.

More detailed statistics of activities are accessible on the website of the Initiative,
namely at the address www.startup.si/infografika. It is important to emphasize that
the Initiative Start:up Slovenia is an important platform that different organizations
and individuals can join if they wish to co-contribute to a vision of a dynamic, business
talent-friendly country Slovenia.
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Central national programmes of Initiative Start:up Slovenia

Below, we give detailed insight into the public programmes within the Initiative Start:up
Slovenia, which were created in close collaboration with the Slovene Enterprise Fund
and other stakeholders of the startup ecosystem, that significantly developed over the
past few years. These key national public programmes represent an important element
of the Slovenian startup ecosystem and are strongly connected and promoted, but at the
same time, they also include and consequently strengthen private initiatives.

The key programmes that we introduce in more detail below are three accelerator
programmes, namely the programmes of the Start:up of the Year competition with
a startup school, the Start:up GeekHouse accelerator, and the Go:Global Slovenia
accelerator. The international startup conference PODIM holds a special place,
offering international networking of all key ecosystem stakeholders, promotion of
work results, exchange of experiences, and learning. The listed programmes of the
Initiative represent an important mechanism for supporting startup companies, sup-
plementing and strengthening a relatively weak private startup ecosystem. They
are intended for startup companies in all development stages, namely in the stages
of launch, development, and growth through internationalization. The products are
closely connected with the financial startup incentives and seed capital of the Slovene
Enterprise Fund (Rus and Lesjak, 2014).

Startup of the Year competition and accelerator programme

Start:up of the Year is a multi-dimensional project for encouraging entrepreneurship on
the national level. It is a national competition for the best startup of the year, and is part
of the broader national campaign of Start:up Slovenia. The purpose of the selection is to
motivate talented individuals to launch companies, recognize the best business teams,
business models and startup companies in Slovenia, support them with mentorship,
connect them to potential investors, and promote their activities to the general public.
The Start:up of the Year accelerator is intended for the most early stage of the startup
process, i.e. finding the problem/solution fit, and works closely with the government
tender for the Startup grant P2. This strategic partnership had been already in 2011
successfully connected with the initiative of the Ministry of Economic Development and
Technology. Additionally, Start:up Schools are organized as part of the project, where
the participants can obtain the basic entrepreneurship knowledge and the government,
by financing the Slovene Enterprise Fund, enables them to independently choose a
suitable business mentor on the market (Rus and Lesjak, 2014).

As part of national promotion, the so-called Start:up Roadshow is carried out before every
programme cycle in several cities across Slovenia and in science centres. The roadshows
introduce the entire national offer of programmes for encouraging startup entrepreneur-
ship as well as the newest business content, knowledge, and trends. All this is strongly
supported with a media, PR, and online campaign (Rus and Lesjak, 2014).
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Start:up Geek House business accelerator

The Startup Geek House business accelerator (SGH accelerator) offers all startup
companies with innovative ideas and global ambitions access to “smart” capital and
the newest business knowledge. The offer of the SGH accelerator for companies looking
for their product/market fit includes: acquisition of a convertible loan worth 75,000 €
through the SK75 tender, participation in the SGH Bootcamp, an intense 3-month-long
educational programme for obtaining the newest business knowledge for building a
lean and agile company, working and learning from excellent startup mentors, sharing
a co-working space, administrative and expert support, media visibilty, and promotion
at home and abroad, as well as help finding potential partners and customers interna-
tionally (Rus and Lesjak, 2014).

Besides being a business accelerator, the Start:up Geek House is also a co-working space in
Start:up cities across Slovenia. Start:up Geek House is a working space intended primarily
for ambitious, daring, innovative and entrepreneurial talent possessing knowledge with
high value added and devising a new business venture. A workplace in Start:up Geek
House can be rented by anyone who is working on their prototype, minimum viable
product (MVP) or strategic plan, looking for their first customers or has even already
started doing business but doesn’t yet need an office of their own. It is also an ideal place
for freelancers.

Go:Global Slovenia business accelerator

Most companies find themselves in trouble when they come to the point of global
growth. The answer to all key challenges of rapid growth of startup companies is the
Go:Global Slovenia business accelerator (GG accelerator), which offers companies that
have already found their product/market fit all the necessary elements to successfully
start global growth. The business accelerator Go:Global Slovenia provides everything
a company needs for starting rapid international expansion, in the form of capital as
well as knowledge and international connections (Rus and Lesjak, 2014).

The Go:Global Slovenia business accelerator includes a public equity investment in the
amount of 200,000 EUR, an investment preparation programme for attracting inter-
national investors, and an accompanying comprehensive and systematic educational
programme Go:Global for Growth with experienced Slovenian and foreign international
entrepreneurs. Its purpose is to help public fund recipients organize the company profes-
sionally and grow globally, It also includes a personal startup mentor for the entrepreneur
and his team.

The project includes comprehensive administrative help, access to affordable infra-
structure across Slovenia, access to a network of Slovenian and international investors,
and active promotion in Slovenia and abroad, including access to connections across
various international global hubs across the world.
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Besides the business accelerator, One-on-one business mentorships and consultations
are also organized within the Go:Global Slovenia programme, as are meetings and con-
sultations for entering the best foreign accelerators such as Seedcamp, Y Combinator,
Techstars, Wayra and some others.

International PODIM Conference

The international startup PODIM Conference is one of the biggest conferences in the
Alps-Adriatic region and the leading Slovenian conference on entrepreneurship that
annually unites all the key stakeholders of the regional startup business ecosystem
through an intense educational programme lasting two days. In 2015, when it took
place for the 35% time, the conference was attended by more than 600 attendees from
more than 10 countries. At the conference, esteemed international and Slovenian guests
hold a series of roundtables, lectures, and workshops, where they present the newest
knowledge on building new startup companies, from the scientific as well as practical
aspect (Rus and Lesjak, 2014).

The conference annually attracts not only stakeholders of the Slovenian entrepre-
neurship ecosystem but also well known international lecturers, with highlighted
resounding keynote conference speakers, Slovenian and international successful en-
trepreneurs, economists, and political representatives. The conference is an incredible
opportunity for promoting Slovenia as a startup hub internationally and for attracting
business talents into Slovenia in the long term.

International connections of the Initiative
and ambitious goals until 2020

Successful entrepreneurship environments are increasingly globally connected and
integrated. Within the Start:up Alpe Adria project, the Initiative Start:up Slovenia is
making close connections with the neighbouring countries, the international PODIM
Conference, and membership in associations such as IASP (International Association
of Science Parks) as well as with other startup hubs across the world. They attracted
more than 50 esteemed partners to collaborate, listed on the websites www.startup.si
and www.podim.org.

The Start:up Alpe Adria programme closely connects the Slovenian business hub
with the neighbouring countries. Main goals of the programme that is led by Slovenia
and the key Italian and Austrian organizations for encouraging entrepreneurship are
exchanging knowledge, experience, entering foreign markets, and forming internation-
al teams. The key activities of Start:up Alpe Adria are the regional Startup Weekend, a
unified promotional platform, joint conferences and events, and promotion of the region
as a business hub on a global scale (Initiative Start:up Slovenia, 2015a).

Besidesits regional connections, the Initiative Start:up Slovenia is also actively working
on globally connecting with current business hubs on all continents. Such connections
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enable easier and faster entrance of Slovenian companies to foreign markets as well
as attract foreign talents to Slovenia. Active international connections are the key and
central goal of further activities and upgrades to the Slovenian startup ecosystem.

With successful further development of the Slovenian startup ecosystem and its inter-
national connections, we can believe that the daringly set goal written in the Startup
Manifesto will actually come true, namely that in Slovenia we can fulfil the following
societal goals until 2020 (Rebernik and Jakli¢, 2014):

e annually created 1000 new jobs in startup companies in Slovenia;

¢ annually connected at least 50 startup companies with globally most important

ecosystems;
o annually founded or attracted at least 150 startup companies with global potential.

As Rebernik and Jakli¢ (2014) state, in order to achieve these goals in Slovenia, we need
to further systematically invest into the development of the support ecosystem, which
is also why the Startup Manifesto was created as the fundamental strategic document
for the development of an effective and successful Slovenian startup ecosystem. It treats
the key areas of development and activities of the business ecosystem, where different
public and private actors would compete and simultaneously collaborate in making a
joint vision come true.

As defined by the strategic documents of the European Union and Slovenia (for example
Horizon 2020, Research and Innovation Strategy of Slovenia 2011-2020), we are in the
most important era of the new economic revolution, the strongest and biggest so far.
This is also why the central challenge of the Startup Manifesto is facing the challenge
of how the Slovenian society will make its transition from a post-industrial era into the
knowledge society, which represents a big opportunity as well as danger for individuals,
companies, and the country. The heart of success in a modern creative society are talent,
technology, and tolerance. Meanwhile economic success in the knowledge society neces-
sitates a suitable innovation ecosystem, steeped in access to capital and other resources
that allow talent to flourish (Rebernik and Jakli¢, 2014).

Therefore, it is worth it to continue developing the Startup Manifesto goals through
expert dialogue and further look for the most effective instruments and the right
activities that support the development of innovative startup companies, but also of
course ensure their systematic implementation in practice, including the measurement
of their effects.
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REVIEWS
Review by Prof. Dr. Mitja Ruzzier

Slovenia is a young country that has experienced various transitional stages of development
since its independence in 1991, and today we can count it amongst developed and modern
European countries. This transitional feature is also apparent in different aspects of the
economy, which include entrepreneurship, entrepreneurship education and entrepreneurship
research. Meanwhile, the “age” of independent Slovenia and its development also strongly
coincide with the 25-year development period of studying entrepreneurship at the Faculty of
Economics and Business Maribor, which is summarized in the present monograph.

The existing monograph also reflects the initiative of one individual, Prof. Miroslav
Rebernik, who always believed in the importance of entrepreneurship, small companies
and entrepreneurs when the economy was still dominated by large companies and a
socialistic way of thinking. During this period, the entrepreneurial mindset, marketing
orientation and looking towards foreign markets were considered “different”, and mayhe
even unacceptable. But individuals are not enough for stories that last and grow.

Prof. Rebernik has succeeded in transferring his vision to his young co-workers who today
form a stable and diverse Entrepreneurship Department, with many educational entrepre-
neurship programmes, applied and research projects and development initiatives conducted
on a national level.

The development path of the research group surrounding Prof. Rebernik marks an
important milestone this year, its 25'" anniversary. This development path is also seen in
the existing monograph, which highlight its research directions. These directions include
the following concepts: approaches and highlights, starting with an article on business
economics as a systemic way of thinking, followed by review articles on entrepreneurship
research in Slovenia, entrepreneurial obstacles to regional development, absorption abilities
of SMESs, intangible learning, and encouraging innovativeness. The development path also
embraces the shaping of knowledge, the desire for growth, cultural support, the process
of learning and internationalization of business in SM Es, founding new companies and a
business career, entrepreneurial growth, innovation support, all up to the newest concept
of the development of startup companies and the entrepreneurial ecosystem.

I hope and wish that they continue to research, teach and develop the entrepreneurial
society with the same energy, momentum and passion for at least another 25 years!

Review by Prof. Dr. BoStjan AntonCic

The book excellently highlights the different aspects and factors important for the
development of entrepreneurship in Slovenia and internationally. Over the past 25
years, Prof. Dr. Miroslav Rebernik and his co workers have contributed enormously to
the creation of new knowledge as well as the understanding, promotion and development
of the entrepreneurial mindset and entrepreneurship in Slovenia.
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DEPARTMENT'S COLLEAGUES

Miroslav Rebernik

Miroslav Rebernik, PhD, is Professor of Entrepreneurship and Business
Economics, head of the Department of Entrepreneurship and Business
Economics, and Director of the Institute for Entrepreneurship and
Small Business Management at the Faculty of Economics and Business
at the University of Maribor. He was visiting professor at Portland State
University and a Fulbright research scholar at Babson College. In 1992 he
established the first full-time entrepreneurship programme in Slovenia at
undergraduate level. Since 1999 he has managed the team that created the
Slovenian Entrepreneurship Observatory, and run the research project.
Since 2002, he has led the Slovenian team of the Global Entrepreneur-
ship Monitor research programme. He also co-founded the University of
Maribor Business Incubator Venture Factory, chairs the International
Innovation and Entrepreneurship Conference PODIM, is actively engaged
in the Initiative Start:up Slovenia and Start:up Maribor, and is permanently
running and/or cooperates with colleagues in national and international
projects. He was a long-time member of the working group on "Policy-rele-
vant Research on Entrepreneurship and SMEs" organised by the European
Commission. He is a member of the ECSB Board of Directors, and in July
2014 was nominated as a European ENSR Fellow. In 1979, the University
of Maribor awarded Prof. Rebernik the Silver Badge of Recognition for
“dedicated involvement in university life”, and in 2010, the Golden Badge
for “excellent research and teaching”.

Barbara Bradac Hojnik

Barbara Bradac Hojnik, PhD, is an Associate Professor of Entrepreneurship
at the Faculty of Economics and Business, University of Maribor, and takes
part in Business Economics and Entrepreneurship teaching at the faculty.
She started her career at the faculty as a young researcher financed by a
national programme. In her doctoral study, she examined outsourcing in
Slovenian small and medium-sized enterprises. She furthered her education
at the European Institute for Advanced Studiesin Management, Belgium, in
the area of entrepreneurship, innovation and finance. In recent years she has
participated in almost 20 national and international research projects at the
Institute for Entrepreneurship and Small Business Management at the same
faculty. She is a member of the Slovenian Entrepreneurship Observatory
research team, of the Global Entrepreneurship Monitor Slovenia team, and
of the research programme “Entrepreneurship for an Innovative Society”.
She has participated in numerous international scientific conferences and
is the author or co-author of several scientific articles, books and chapters
in scientific monographs. Her research focuses primarily on entrepre-
neurship in general, corporate entrepreneurship, social, environmental
and sustainable entrepreneurship, entrepreneurship policy, outsourcing
and SMEs.



Katja Crnogaj

Katja Crnogaj, PhD, is an Assistant Professor in the Department of En-
trepreneurship and Business Economics at the Faculty of Economics and
Business, University of Maribor. During her regular education, she obtained
professional experience by working in economic business firms. Since
2008, she has worked at the Faculty of Economics and Business, and in
2012, she received her doctoral degree. As a researcher and member of the
Institute for Entrepreneurship and Small Business Management, she is
currently involved in several national and international research projects.
She participates in several courses in undergraduate and postgraduate study
programmes. Furthermore, she is head of the study field, Entrepreneurship,
in the undergraduate study programme, a member of the research group
Slovenian Entrepreneurship Observatory and Global Entrepreneurship
Monitor, and a member of the FEB Quality Assurance Committee. Her main
research interests include entrepreneurship determinants and their link to
economic and social progress, entrepreneurship measures, international
entrepreneurship, entrepreneurial networks, high growth firms, entrepre-
neurial policy and other fields in entrepreneurship and business economics.
She publishes her research results in various scientific and professional
journals and monographs.

Blaz Freser

Blaz Freser is a junior researcher, teaching assistant on entrepreneurship,
and PhD student at the Faculty of Economics and Business, University of
Maribor. He has received his bachelor’s and master’s degree in Accounting,
Auditing and Taxes at the faculty. During his studies, he achieved above
average results and received the Rector’'s Award as the best student of
the Faculty of Economics and Business, University of Maribor in 2015.
Currently, he is preparing a PhD thesis on the topic of high-growth
enterprises’ performance, connected with the perceived availability of
selected growth determinants. His research interests are in the area of
entrepreneurship, and involve researching different enterprises’ growth
determinants, especially financial resources. He is a co-author of a published
scientific article, conference proceedings and an article in a monograph. He
is also preparing a few scientific articles and other scientific contributions
for publication.
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Jozica Knez-Ried|

Jozica Knez-Riedl, PhD, is a retired full Professor of Business Economics.
She combined her professional experiences as a business analyst and cred-
itworthiness evaluator with research of new approaches focused on non-fi-
nancial criteria. Her doctoral thesis (creditworthiness from the viewpoint
of the industry of a firm) leans upon research at Dun & Bradstreet, foreign
universities (Vienna, Udine, Bayreuth, Stockholm, Fordham University) and
management schools (Gent, Boros). Her book Considering and evaluating
the creditworthiness of a firm (2000) was the first on this topic in Slovenia.
She was among the first scholars to teach environmental economics and
responsible entrepreneurship at a Slovenian faculty. For promoting the
concept of CSR (launched as an EU project) among Slovenian enterprises
she was awarded by the Slovenian Institute for Social Responsibility and
Development (IRDO). Recently Jozica has published scientific articles, about
social entrepreneurship in international reviews. She has presented her
research results at international conferences and lectured at foreign uni-
versities (the faculty of Economics at Rijeka, Croatia, and Carl Franzens
University Graz, Austria). She has also authored and co-authored numerous
chapters in books, monographs and lecture materials on business economics,
SD, environmental economics, CSR and new business paradigms. She has
also participated in several seminars for managers, auditors and entrepre-
neurial consultants, providing them with new trends.

Tadej Kroglin

Tadej Kroslin, MSc (Econ.) is Chief Business Development Officer at IIC, the
International iSurance Consortium AG in Munich, and co-owner of Platform
d.o.0., a dynamic #insurtech company developing modern IT platforms.
He is a passionate researcher of digitalization, innovation management,
lean enterprise, design thinking and agile project methodologies. From
2008 until 2017 he worked for the Gorenje Group as Business Development
Director at Gorenje Surovina, responsible for R&D, IT, business process and
quality management, ISO certification and research laboratory. He led the
company’s R&D group and was head of the project management office. From
2013 until 2015 he was Managing Director of Gorenje Ekologija in Serbia,
responsible for the development of international joint ventures. He also
led the implementation of comprehensive waste management for strategic
partners such as Fiat in Kragujevac, Gorenje Tiki and others. From 2002
until 2010 he was a senior lecturer in Business Economics and Entrepre-
neurship at the Faculty of Economics and Business, University of Maribor,
where he also finished his postgraduate education. He further developed his
knowledge in the USA and finished a Manager Academy programme with
the Gorenje Group. He has more than eight years of teaching experience
and won several “Teacher of the Year” awards at FEB.



Dijana Mocnik

Dijana Moc¢nik, PhD, is a full-time Professor at the Faculty of Electrical
Engineering and Computer Science at the University of Maribor. She
received her PhD at the Faculty of Economics and Business, University
of Maribor. Prior to her academic career, she was employed in companies
where she was involved in market research, business analysis, and company
valuation. She was employed as a teaching assistant at the Faculty of
Economics and Business for eight years, then as a senior lecturer and
assistant professor. During that time, she made her research visits to the
Belgian Faculty of Management in Gent, Gothenburg University and Boras
University in Sweden, the Faculty of Economics and Banking at Udine in
Italy, and the Institute for the Processing and Management of Information
at the University of Vienna. Since 2001, she has been employed at the
Faculty of Electrical Engineering and Computer Science. She has published
numerous articles in renowned journals and published the following
textbooks: Business Decision Making, Small Business Management, Media
Economics, Strategic Management, Services Management and Marketing,
and Management and Economics for Engineers.

Matjaz Mule

Matjaz Mulej (1941), who earned a double PhD at the University of Maribor’s
Faculty of Economics and Business, is Professor Emeritus, Systems and
Innovation Theory (and Social Responsibility for 12 years) at the University
of Maribor. He has been featured in nearly 2.000 publications in just under
50 countries. As a visiting professor abroad, he spent 15 semesters in the
USA, Austria, China, Mexico and Germany. He has also presented more
than 50 talks at universities and conferences on all continents. Among
his works are Dialectical Systems Theory (see: Francois, 2004, Interna-
tional Encyclopedia of Systems and Cybernetics) and Innovative Business
Paradigm and Methods for Emerging Economies. He has also supervised 26
PhD and 62 MS finished theses. He has served as a member of the European
Academy of Sciences and Arts, Salzburg (2004); the European Academy of
Sciences and Humanities, Paris (2004); and the International Academy for
Systems and Cybernetic Sciences, Vienna, now Pau, France (2010) (former
head, now vice-president). He also holds a BS degree in Economic Analysis,
an MS in Development Economics, Doctorates in Economics/Systems
Theory, and in Management/Innovation Management. He has been the
recipient of several awards in Yugoslavia, Slovenia, Maribor, the University
of Maribor and the Institute for the Development of Social Responsibility
(IRDO). He has two children, four grandchildren, and has been married
since 1962. He is an active sportsman (tennis).
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Ksenja Pusnik"

Ksenja Pusnik{, PhD, was Assistant Professor for Business Economics
and Entrepreneurship at the Faculty of Economics and Business at the
University of Maribor. As a researcher at the Institute for Entrepreneur-
ship and Small Business Management, she was a member of the team for
Global Entrepreneurship Monitor Slovenia and the Slovenian Entrepre-
neurship Observatory. Her main research interests included market exits,
entrepreneurship, concentrations and policies of competition, fiscal policies,
population ageing and growing businesses. She participated in more than 20
scientific and academic conferences, was a member of numerous programme
and organizational committees of Slovenian and international conferences,
and edited the FEB magazine. Before her employment at the FEB, she was a
journalist in the field of the economy and business, and a leader of strategic
and developmental projects in the company. As the recipient of the Tempus
and Erasmus research scholarships as well as a research scholarship from
the Philipps University of Marburg, she was a researcher at the Institute
of Economics at the Vrije Universiteit in Brussels (Belgium) and at the For-
schungsstelle zum Vergleich wirtschaftlicher Lenkungssysteme research
centre at the Philipps University of Marburg (Germany).

Mate] Rus

Matej Rus, MSc (Econ.) is a Senior Lecturer in entrepreneurship. Apart
from his academic and research career at the Faculty of Economics and
Business, which began in 1996, he has been concentrating on consulting
for entrepreneurs. In 2001, as a social entrepreneur and the director of
Tovarna podjemov (www.tovarnapodjemov.org) he began to implement the
vision of establishing a thriving entrepreneurial incubator at the University
of Maribor. He also established significant and recognizable national
programmes for startup entrepreneurship, such as Start:up Geekhouse,
Go:Gobal Slovenia and Start:up Slovenia. He works mostly with early stage
startups and innovation-driven startuporiented corporates. His successful
entrepreneurial path, fruitful research and consulting work all contributed
to his considerable experience, which he transfers into teaching, thus con-
tributing to the applicability of theoretical knowledge. Apart from that, he
is the head of the organizational committee of the international PODIM
Conference, the leading author of a handbook and tool for business planning,
as well as a member of the startup group named by the Government of the
Republic of Slovenia to improve framework conditions for startups.



Karin Sirec

Karin Sirec, PhD, is an Associate Professor at the Faculty of Economics and
Business, University of Maribor. In 2014-2015 she was appointed Vice Dean
for International Accreditations at FEB. Since 2011 she has been a member
of the FEB Senate. As a member of the Institute for Entrepreneurship and
Small Business Management she carries out research in the fields of entre-
preneurship, business economics, female entrepreneurship, high-growth
entrepreneurship as well as the establishment and growth of companies.
Since 1998, she has carried out regular annual research on the state of en-
trepreneurship in Slovenia in comparison with Europe. The findings of her
research and that of other members of the Institute are published in the
series of scientific monographs ‘Slovenian Entrepreneurship Observatory’.
She is a representative of a Slovenian research group in the international
research project DIANA, which specializes in women’s entrepreneurship
research. Since 2002, the Institute has been implementing the Slovenian
part of the world-wide research Global Entrepreneurship Monitor. She is
the Slovenian Vice President of the European Council for Small Business
(ECSB). Since 2013 she has served as a country expert for the European
Commission/OECD project “Inclusive Entrepreneurship”.

Polona Tominc

Polona Tominc, PhD, is a full-time Professor in the Department of Quan-
titative Economic Analysis at the Faculty of Economics and Business,
University of Maribor. She was Vice Dean of Education from 2008 to 2015.
She is currently actively involved in the process of quality assessment in
higher education as a national expert of the Slovenian Quality Assurance
Agency and as an evaluator of the international accreditation organization,
the European Council for Business Education. Her research focuses on
statistical methods in economics and the business sciences, especially in
the field of entrepreneurship, gender differences and behavioural differences
between social groups in different fields of management. She has been par-
ticipating and leading several Erasmus+, bilateral and cross-border projects.
She has published over 60 original scientific papers, more than half of which
appear in the Scopus or WoS databases. She has also participated in several
scientific conferences and is author or co-author of chapters and monograph
publications. She has been mentoring several doctoral students. She is a
team member of the Global Entrepreneurship Monitor Slovenia and the
Slovenian Entrepreneurship Observatory research team, and is a leader
of the research programme “Entrepreneurship for an Innovative Society”.

{255}



(256}

Idenka Zenko

Zdenka Zenko, PhD, teaches courses at undergraduate and graduate level
at the Faculty of Economics and Business in Slovene and English. She
is a full-time Professor of Governance and Strategic Management, and
was formerly an Associate Professor of Innovation Management and an
Assistant Professor of System Theory. Currently she serves as Vice Dean for
Scientific Research, Chair of the Committee for Scientific Research at FEB,
head of the Doctoral Program at FEB and a member of different committees
at the University of Maribor. She was employed in Apis, the Jozef Stefan
Institute, Lek (now Novartis), ASUCLA and Tehnologki transfer. She was
also a manager and consultant who established a few companies during
her career. Her doctoral thesis is Comparative Analysis of Management
Models in Japan, the USA and Western Europe. She has worked and
acquired knowledge in the Czech Republic, Greece, Belgium, the USA,
Austria, Ukraine and Finland. She lectured in Graz, Kharkov, Lahti and
Luxemburg. Her research interests lie in innovating, creativity and ethics.






789612 " 861445




	_GoBack

