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Dear reader,

In your hands is the textbook for the subject Entrepreneurship, one of the principal 
results of I. gimnazija's (First Grammar School) European project, School of 
Entrepreneurial Competitiveness on the Labor Market for Secondary Grammar School 
Students, carried out during the 2013/2014 school year. The project was co-financed 
by the European Union through the European Social Fund, and its aim was to create a 
new school subject which would allow secondary grammar schools to enrich their range 
of elective subjects by offering a subject whose aim is to develop basic entrepreneurial 
competence as one of the eight key competencies in lifelong learning.   

When talking about entrepreneurial education, it is important to stress right at the 
beginning that this subject deals with the so-called wider concept of entrepreneurial 
education which is not aimed at acquiring specific economic knowledge and developing 
skills necessary to manage business subjects, but focuses on developing the 
entrepreneurial spirit as a personality trait or quality, also one of the eight key lifelong 
competencies required to achieve greater success in the private, social and business life 
of individuals. The main aim of this subject, as indicated by the curriculum and this 
textbook that was modelled on the curriculum, is to encourage students to identify 
opportunities in their local communities, and to take initiative in such a way that their 
idea, which solves a certain problem, is turned into action, a concrete project. 

Introducing a secondary grammar school student to the world of entrepreneurship is no 
easy task, but this textbook should prove a reliable guidepost. The textbook consists of 
five chapters, each one beginning with a stimulus, and containing several topics. Each 
topic, however, has the same structure. It begins with a stimulus, and continues with 
the textbook text proper, with examples from real life and real business, and modern 
photographs. At the end of each topic there are revision tasks, one or more project 
assignments, and highlighted key words.  

Experienced entrepreneurship teachers, entrepreneurs and various experts worked on 
the textbook. The first chapter, Entrepreneurship as a Way of Thinking and Acting, which 
guides the student into the world of entrepreneurship and introduces the entrepreneurial 
spirit as a key competence, was written by Igor Lukić, I. gimnazija's project manager and 
entrepreneur. In the second chapter, Entrepreneur and the Community, the students are 
made aware of the importance of corporate social responsibility, social entrepreneurship, 
and business ethics by entrepreneur Teodor Petričević. How a project is created, what 
it consists of, and how it is implemented, is described in the third chapter, From Idea to 
Project, by entrepreneur Martina Ferk. In the fourth chapter, From Project to Company, 

Foreword
students are introduced to the most important aspects of organizational structuring of 
an entrepreneurial venture by Gordana Zoretić, with a B.A. in Economics, teachers of 
economics-related subjects Ondina Čižmek Vujnović and Tatjana Vujnović, and Gordan 
Horbec, entrepreneur and financial expert. In the final, fifth chapter, Entrepreneurial 
Skills, international management lecturer Maša Magzan teaches students about 
participative leadership and intercultural skills, while university psychology professor 
Željka Kamenov advises them on the art of public speaking. 

Members of the project team who worked to implement I. gimnazija's European project 
hope that other Croatian secondary grammar schools and schools outside Croatia (since 
the intention of the project team was to give this subject an international dimension) 
will recognize the importance of enriching their school's curricula with a subject which 
encourages the development of the entrepreneurial spirit in students, and that they will 
encourage those teachers who have already shown their enterprising spirit in preparing 
and implementing school projects to get training in teaching the subject Entrepreneurship. 
The decision to implement the project, within the framework of which this elective 
subject was created, was made by I. gimnazija's principal Dunja Marušić Brezetić together 
with the project team, without whose support and trust the creation of this subject and 
textbook would have had to wait for another opportunity.

In the hope that this elective subject will generate many further useful school subjects 
that will link secondary grammar schools with the local community and labor market, 
and thereby result in tangible changes, and which will serve to improve students', 
teachers' and principals' entrepreneurial competence, we wish you lots of success in your 
work.

I.gimnazija's editor and project team



Chapter One
Entrepreneurial Spirit 
as a Way of Thinking 
and ActingYour time is limited, so don't waste it living somebody else's life. 
Don't be trapped by dogma – which is living with the results of 
other people's thinking. Don't let the noise of others' opinions 
drown out your own inner voice. And most importantly, have the 
courage to follow your heart and intuition. They somehow already 
know what you truly want to become.

Everything else is secondary.

Steve Jobs,  
American entrepreneur, inventor, and co-founder of Apple Inc. 



Entrepreneurial Spirit 
as a Key Competence

The title of the first topic we encounter in 
this joint introduction is Entrepreneurial 
Spirit as a Key Competence. What we 
can understand from that title is that 
being enterprising is very important 
in an individual's life – note that the 
entrepreneurial spirit in the title is 
characterized as a key competence, or 
as one of the competencies which it is 
important to possess. For that reason, 
the first topic will broach the terms 
'competence,' 'entrepreneurial spirit as a 
competence,' and 'entrepreneurship.' Let 
us start with the latter.   

Entrepreneurship 
If you stop to think about the term 
entrepreneurship, you should not have 
any difficulties in understanding its 
meaning. One of the first things you can 
notice is the connection between the 
noun entrepreneurship and the adjective 
enterprising. According to the Oxford 
Advanced Learner's Dictionary, to be 
enterprising means 'having or showing 
the ability to think of new projects or 
new ways of doing things and make them 
successful.' Already this first observation 
tells you a lot about the meaning of the term 

entrepreneurship, although it also opens 
up many new questions, one of which is – 
what kind of new projects, or new ways of 
doing things? 

It has probably occurred in your life that 
you had an idea, presented it to your 
friends, colleagues or family members, 
commented on it as a group, organized 
it, and turned it into action. It may have 
been an idea to organize a party with 
your classmates, or a true little project of 
organizing a summer holiday with your 
friends. You may have found yourself 
in a situation where you suggested a 
division of household chores between 
your family members, or you may have 
designed a project with your classmates to 
help a disadvantaged group in your local 
community. If you recognized yourself in 
any of the above or similar situations, it 
means you had the opportunity to do an 
enterprise – to design, plan, organize, 
and implement. And if your idea went 
through all of the four above mentioned 
steps, from design to implementation, 
it means that you were enterprising. 
However, does this mean that you were 
also entrepreneurs?

There are multiple instances of overlapping 
between the terms 'enterprising' and 
'entrepreneurship,' but they are not 
synonyms. By the end of this first topic 
you will have understood why. For 
now, let us return to what it all started 
with – becoming familiar with the term 
entrepreneurship.  

Entrepreneurship in the widest sense 
can be understood to mean an activity 
of an individual or group of people who 
undertake an entrepreneurial venture 
(activity, initiative, action, project, business, 
company, et al.). This entrepreneurial 
venture usually starts with the design of an 
idea which satisfies an identified need, or 
answers a spotted opportunity, and with 
setting goals, or shaping a vision (which is 
mostly either making profit and/or bringing 
about social change). This is followed by 
planning and organizing the implementation 
of the idea, and investing resources (money, 
time, knowledge, etc.) into this idea. The 
final step is the implementation of the 
idea, and given that the entrepreneurial 
venture itself is almost always implemented 
through some form of organizational 
structure, the next step is to find a partner, 
or more likely, to start a company (limited 
liability company, craft business, et al) or 
an association. Turning the idea into action 
results in a product or service, and probably 
achieves the set goal – making profit and/or 
bringing about social change, which is then 
evaluated in this final step.

The above described general steps which 
have to be taken in order to realize an 
entrepreneurial venture include a number 
of smaller but particularly important 
specific steps, all of which you will have 
the opportunity to learn through the five 
chapters of the textbook. For now it suffices 
to note that engaging in entrepreneurship 
means:



Having an idea
(recognizing 
opportunity/
need) 

Planning 
implemen-
tation 

Investing in 
the idea  
(money, time, 
knowledge) 

Organizing 
(team and 
institution) 

Implementing 
the idea 
(get a product 
or a service) 

Evaluating results 
of idea implemen-
tation  
(profit or social 
change)

To realize an entrepreneurial venture = to engage in entrepreneurship = to be an entrepreneur

Twenty years from now you will be more disappointed by the things you didn't do than by the ones you 
did do. So throw off the bowlines. Sail away from the safe harbor. Catch the trade winds in your sails. 
Explore. Dream. Discover.  — Mark Twain, American 19th century author

What is Mark Twain telling us in the topic's subtitle? Which traits does he consider important in 
order for men to avoid disappointment with their life? Do you know what 'entrepreneurial spirit' 
means? What are the traits of an enterprising person?
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Competencies and 
Lifelong Learning
In order to successfully realize an 
entrepreneurial venture in all its phases, 
the entrepreneur needs much knowledge, 
different skills, and a whole series 
of constructive attitudes, and these 
requirements are closely linked to the term 
'entrepreneurial spirit.' Before addressing 
this term, we need to briefly consider 
certain aspects of the world in which we 
live today, and in which entrepreneurs do 
business. 

The rapid progress of science and 
technology in the second half of the 
twentieth century allowed living standards 
and quality of life to be raised for many 
people, but it also brought many changes 
with it that are constantly taking place. 
The late twentieth century citizen is thus 
under constant obligation to adapt to 
new ways of life and living conditions. 
This is visible through an example of 
everyday school activities. Imagine a 
teacher who has throughout their career 
been documenting teaching processes into 
various registers. In the last few years, 
many schools in Croatia introduced so-
called e-registers, which means that today 
you can see a teacher walking a school 
corridor with a tablet in their hand instead 
of a register. In order to successfully 
perform their jobs, these teachers had 
to develop a certain set of abilities or 
competencies, or in this case digital 
competencies, which life and work changes 
demanded of them. 

Changes in the way we live and work, such 
as the one from the previous example, 
have encouraged key education-related 
institutions to reconsider the role of 
education, whereby one of the key turning 
points in the perception of that role 

was the creation and application of the 
term lifelong learning as a process of 
knowledge, skills and attitudes acquisition 
through all periods of life (from early youth 
to old age) and in all forms. Few people 
today would dispute the fact that learning 
does not end with school-leaving exams or 
the obtaining of a university degree, or the 
writing of a doctoral dissertation. We learn 
as long as we live, went the old saying, but 
these days can best testify to the truth of 
that wise saying. It points not only to the 
temporal dimension of learning, but also 
to another important dimension – the 
form of learning. We differentiate between 
formal learning such as is done in schools, 
universities, etc., and which we can easily 
attest to with a diploma, and non-formal 
learning, for instance in language courses 
or private tutoring. Some say that we learn 
the most from a third form of learning, 
so-called informal learning, through 
everyday life situations, within the family 
circle, in contact with other cultures, etc.

In order for the individual to deal 
successfully and independently with 
challenges brought by social changes, and 
to learn throughout life, he/she requires 
eight key competencies. Key educational 
institutions of the European Union 
have defined and described these eight 
competencies, and education systems 
have been gradually working on ensuring 
their development in young people during 
their formal education. The eight key 
competencies required in lifelong learning 
are as follows:

1.  communication in the mother 
tongue,

2. communication in a foreign 
language, 

3. math and science literacy, 
4. digital literacy,

5.  organization and systematization 
of one's own learning, 

6.  civic literacy,
7.  cultural awareness and expression; 

and 
8.  showing entrepreneurial spirit and 

initiative.

These eight key competencies also play a 
very important role in the professional 
development of the individual. Our 
successfulness in developing specific 
or expert competencies needed to 
successfully carry out work tasks depends 
to a large degree on how much we have 
invested in ourselves and worked on 
developing the eight key competencies in 
lifelong learning. 

Entrepreneurial Spirit 
as a Key Competence  
Finally we come to the term 
'entrepreneurial spirit'. The 
entrepreneurial spirit or 
entrepreneurial competence, 
according to definitions from strategic 
EU documents, includes knowledge, 
skills and attitudes which allow the 
individual to turn their ideas into action. 
An enterprising individual is creative, 
innovative, takes initiative, takes on 
reasonable risks, adapts to changes, plans 
independently and in teams, organizes and 
manages projects showing responsibility 
and achieving results. An enterprising 
individual turns their ideas into action on 
a daily basis in:  

• personal life (making everyday 
decisions, adapting to new ways of life 
and living conditions, reacting quickly 
to problems and actively solving them, 
managing personal finances, improving 
one's living standard, et al.)

• social life (interacting successfully 

with other people, communicating 
assertively, spotting other people's and 
local community's problems, designing 
solutions for spotted problems, et al.); 
and 

• business life (spotting or creating 
business opportunities, designing 
innovative solutions to problems, 
managing material and non-material 
resources, recognizing suitable strategies 
for increasing business successfulness, 
et al.)

Enterprising individuals are successful 
because they achieve results, and failing 
that, they see their own failure as a 
motive and chance to progress. They think 
critically and do not take for granted given 
answers, especially when opportunities 
for implementing their ideas are at stake. 
They accept negative criticism and find 
inspiration in it to ponder their faults 
and virtues, and make personal and 
professional progress. They are persistent 
in their actions, and considerate to 
the needs of other people and to the 
environment. Enterprising individuals 
are also confident and self-efficient – 
holding the belief that they are capable of 
attaining a specific goal, or turning their 
ideas into action. In order to take risks, 
enterprising individuals also need courage, 

Do you agree with the famous saying "No 
risk no gain"? What does taking reasonable 
risks mean to you?
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especially when they find themselves in 
an environment which discourages them 
from launching their entrepreneurial 
venture. This courage is evident in the 
act of taking initiative, as enterprising 
individuals do not wait for offers or long 
for opportunities while doing nothing, but 
rather recognize the opportunity, or create 
it by themselves.  

In order to estimate how enterprising you 
have been so far, do the following task. The 
table below has questions containing some 
of the traits of enterprising individuals. 
Answer the questions, and if necessary, 
write down comments which explain your 
answers. First evaluate for yourself how 
enterprising you have been so far, then 
comment on your conclusions with your 
classmates.

We all probably understand that no one 
is born with traits of an enterprising 
individual, and the question is to what 
degree most people develop these traits 
during life. However, this should not worry 
you. It is enough to become aware of your 
faults and virtues, and the level to which you 
have developed certain skills. In this way you 
recognize your potential, and if you decide 
to embark on a form of entrepreneurial 
education, you have secured optimal 
conditions for turning your entrepreneurial 
spirit into entrepreneurship. A reliable 
guidepost in that direction will be the 
chapters and topics to come. 

No. Am I enterprising? My answer My comments

1 Did I use the opportunity to learn something new but 
completely unrelated to school? 

2 Can I plan my learning schedule independently, or do I 
need help? 

3
Have I ever in negotiations with my parents or friends 
been persistent and successful enough to persuade the 
other side to agree to my suggestion?

4 Have I ever been in a situation where I took on a risk 
knowing that its outcome could be unfavorable to me? 

5 Have I ever given up on an idea during its execution 
because I lacked persistence and motivation?

6 Have I ever taken part in a school project where I had the 
opportunity to turn my idea into action?

Revision tasks 
1. Explain the phases of implementation of an entrepreneurial venture, and illustrate each 

phase with an example.
2. State the difference between the terms 'entrepreneurship' and 'entrepreneurial spirit.' 
3. List eight key competencies in lifelong learning.
4. State three forms of learning, and differentiate them by providing three examples for each 

besides those listed in the textbook.
5.  Describe an enterprising individual. Think about people you know and pick one person 

you consider to be a role model to others due to their entrepreneurial spirit. Support your 
choice by listing that person's personality traits and describing their venture.  

Project assignment 
Visit the official web pages of the European Union dedicated to lifelong learning at the following 
address: http://tinyurl.com/3xr5rh4. 

Find more information about each of the eight key competencies. Then create your own Key 
Competencies Map. The map should contain a list of the eight key competencies, your estimate 
of their current level of development, a list of activities through which you have so far been 
developing each of the competencies, your goals for each competence showing how far you 
would to like to develop each, and possible activities that would allow you to reach those goals, 
and which will from the day you finish the map onwards be a guidepost to accomplishing your 
goals. You can use the following template to create your own map:

My Competencies Map

No. Competency Estimate of 
development

Activities I've been 
a part of

Goal for this 
competence

Activities I might 
take part in

1

...

Key words
Entrepreneurship is the activity of an individual or group of people who undertake an 
entrepreneurial venture.

Entrepreneurial venture is a process which includes designing an idea (problem being solved), 
setting a goal (vision), planning the venture (strategy), investing resources (material and non-
material), organizing (the team, the company), implementing the idea (implementation of 
activities), achieving results (product, service), and evaluating results according to set goals (making 
profit, solving problems).

Competency is a cluster of interconnected knowledge, skills and attitudes which represents the 
individual's ability to execute a certain activity. We distinguish between eight key competencies 
required in lifelong learning: communication in the mother tongue, communication in a foreign 
language, math and science literacy, digital literacy, organization and systematization of one's own 
learning, civic literacy, cultural awareness and expression, and showing entrepreneurial spirit and 
initiative.

Lifelong learning is a process of acquiring knowledge, skills and attitudes in all periods of life (from 
early youth to old age) and in all forms in which they are acquired (formal, e.g. university; non-
formal, e.g. courses, and informal, e.g. life experiences).

Entrepreneurial spirit is one of the eight key competencies in lifelong learning, characterized by 
a cluster of interconnected knowledge, skills and attitudes which represents the individual's ability 
to turn their ideas into action in private, social and business life. Some of the traits of enterprising 
individuals are: creativity, innovativeness, taking initiative, taking reasonable risks, adapting to 
changes, self-sufficiency, responsibility, the ability to plan, organize and manage projects, etc.



Do you manage to turn your ideas into 
action? Try to remember a few examples 
of how you successfully implemented an 
idea in your personal or social life, or at 
school, which represents your current 
business life. 







The Importance of the 
Entrepreneur's Role

To Be an Entrepreneur 
or to Become an 
Entrepreneur?
When you think about successful 
entrepreneurs you probably cannot avoid 
thinking about billionaires who created 
business empires and are now enjoying 
the fruits of their labor. However, as 
you will see in the second chapter, being 
an entrepreneur does not only mean 
accumulating profits: this choice in life 
opens up many opportunities to change 
the local and wider reality in which the 
entrepreneur operates. Discussions about 
successful entrepreneurs often raise the 
question whether a person is born as an 

entrepreneur or whether they become one 
through long hard work, effort and training. It 
is impossible to give a straightforward answer 
to this question, but some people certainly 
believe that there are individuals with an 
innate sense of leadership, so-called natural 
born entrepreneurs, while others will argue 
that sense of leadership cannot be innate, but 
rather that it is acquired through different 
forms of learning or training, or through the 
impact of one's surroundings. 

Becoming an 
Entrepreneur
You learned in the previous topic that you 
become an entrepreneur by realizing an 
entrepreneurial venture. In business reality 

it is most often the case that an 
individual or a group launch a 
company to do their business 
activity by creating products or 
services which are placed on the 
market, and thereby make 
profit. The entrepreneur is thus 
often also the founder and 
owner of the company they 
manage. Professional literature 
discerns between the so-called 
original entrepreneur and proxy 
entrepreneur. While the original entrepreneur 
is the founder and owner of the company as 
well as initiator of the entrepreneurial venture, 
proxy entrepreneurs are managers employed 
by the original entrepreneur to perform parts 
of the entrepreneurial function which they are 
authorized to do by the employer.

Many experts will say that reasons why people 
embark on entrepreneurial ventures are very 
important. Although there are many specific 
reasons, they can be easily categorized into 
two general, though mutually not exclusive 
reasons – spotting an opportunity and 
satisfying a need. Entrepreneurs who 
launched an entrepreneurial venture out of a 
recognized opportunity spotted a certain need 
in society and on the market, and designed an 
idea which can satisfy that need. They turned 
their idea into an entrepreneurial venture – 
their own business. On the other hand, some 
people decide to launch an entrepreneurial 
venture out of necessity, because they have 
no other way to find employment and secure 
a livelihood. There is a deep-rooted belief 
that entrepreneurs who started their own 
businesses out of a spotted opportunity 
achieve greater success in their venture because 
they have more long-term goals to drive their 
business strategies. However, this cannot be 
considered a rule of thumb, especially since for 
many people starting a business means both 
answering a recognized opportunity as well as 
satisfying existential needs.   

Life of an Entrepreneur 
Becoming an entrepreneur is a result of 
personal choice. Very few people became 
entrepreneurs before they tried being 
employees. As you know, an employee is 
a person who is in a working or associative 
relationship with the employer. When you 
work for an employer, your job is to arrive 
at the workplace, perform your duties 
to the best of your abilities within your 
allotted working hours, be accountable 
for your own successes and failures in 
front of the employer, and then go home. 
You can be sure that you will get paid for 
your work at the end of the month, and 
if you achieve excellent results in your 
work, you will probably be rewarded, or an 
opportunity for promotion or employment 
at a better workplace will come up. This 
way of life and work carries a significant 
amount of security with it, although these 
days it is difficult to talk about safe jobs. 
In contrast to the recent past when people 
often retired from their first or second 
workplace, people today change several 
jobs during their career. 

Starting an entrepreneurial venture 
means giving up, temporarily in the 
best case scenario, the security you 
have as an employee. This renunciation, 
however, brings another big advantage, 
and that is freedom. Starting your 
own entrepreneurial venture means 

Do you think that entrepreneurial ventures created out 
of spotted opportunities or love of business will be more 
successful than those created out of sheer necessity or the 
desire to make profit? Use arguments to support your views! 

Do people become entrepreneurs because of a spotted opportunity, or to satisfy existential needs?

Do you think that people are born as entrepreneurs? What do you think of the famous phrase 
"He's a born entrepreneur"? If entrepreneurs are not born but made, what does it take, in your 
opinion, for a person to become an entrepreneur?
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exchanging security for freedom 
to do the work exactly the way the 
entrepreneur envisions and wants. Being 
free also means being responsible, so the 
implementation of the entrepreneurial 
venture according to your own ideas is a 
risk which no entrepreneur can avoid. The 
freedom afforded by the entrepreneurial 
venture also comes at a cost. Doubled 
working hours, sleepless nights filled with 
business tasks, lack of free time for your 
family and social life, stressful situations 
when dealing with all sorts of problems, 
conflicts with business partners and 
clients, and complicated bureaucratic 
procedures, are just some of the problems 
that entrepreneurs often meet, especially 
when starting out.

When a person embarks on an 
entrepreneurial venture, they often face a 
discouraging environment and the so-
called anti-entrepreneurial climate. 

An anti-entrepreneurial climate implies 
complicated legal and bureaucratic 
procedures the entrepreneur encounters 
when starting and running a business, 
such as: a complex business start-up 
process, high financial obligations towards 
the state, high costs of employment, 
insufficient number or poor quality of 
state aid for new entrepreneurs, problems 
with collecting receivables, financial 
difficulties, high fines for inadvertent 
mistakes in running the business, et al. 
On the other hand, often those people 
closest to the future entrepreneur have, 
mildly put, a suspicious view of starting 
your own business based on precisely 
the reasons stated above. It needs to be 
stressed, however, that key economic 
and entrepreneurial institutions 
operate measures to encourage 
entrepreneurial ventures and facilitate 
starting and running a business, while 

Read the comment below taken from a web portal, in which an anonymous entrepreneur through 
correspondence with others describes an anti-entrepreneurial climate via his own experiences. Do 
you think that the problems listed below are justified, and that the state should have different rules 
for new entrepreneurs and those with long experience? How should these rules differ from each 
other? Comment and support your views with arguments. 

I'm starting a business full of confidence and everything's alright. I have a great idea, everybody praises it. I 
rent an office space and start offering my services. One fourth of all my sales goes to the state through taxes. 
Ok, I think, such are the laws! Business is going well and I hire three people. In addition to their monthly 
salaries, I pay a further 40% into the state budget as taxes, surtaxes and contribution to employment. Then 
my accountant speaks to me and the adventure begins: pay a mandatory membership fee to my professional 
association, pay monument annuity, forestry and water maintenance fees, administrative fees, announcements 
in official gazettes… There's no end to it! Then at the end of the year you manage to make some earnings, and 
the state slaps you with an additional 20% tax on all your earnings for that year, and calls it income tax. Should 
you decide to withdraw money from the company account and spend your hard-earned money on whatever you 
like, there is an additional 12% tax on the dividend. And if you are a few weeks late paying your taxes, they 
block your account! That, my friend, is called an anti-entrepreneurial climate!

young entrepreneurs also have at their 
disposal many EU tenders to boost the 
development and competitiveness of their 
companies. 

The main concern of every entrepreneur 
regards the success and 
financial stability of their 
business. An established 
opinion among entrepreneurs 
is that the first two years 
serve to start the business, 
and the next three to 
make a return on the 
investment and achieve 
financial stability. So, 
it often takes five years 
between starting an 
entrepreneurial venture 
and reaching financial 
stability. But remember, 
it is five years during 
which the entrepreneur 
independently decides on 
the development course of their business. 
It is here that persistence and self-efficacy 
play a crucial role, besides other traits of 
enterprising individuals that you learned 
about in the previous topic, such as vision, 
creativity, innovativeness, independence, 
responsibility, courage in taking risks, and 
ethics.  

Entrepreneur as Agent 
of Change
Having a company in your own hands 
opens up limitless opportunities. 
Although you may start by offering 
just one product or service, there is a 
possibility that in a few years' time you 
will produce something completely 
different, or provide a brand new service. 
It is thus one of the important traits of 
the entrepreneur to have entrepreneurial 
flexibility with regards to adapting 

your business to market needs. As we 
concluded in the previous topic, the world 
is in constant change, and the market and 
the entrepreneurs, respectively, think of 
new ways of responding to it. 

By listening to market needs, 
entrepreneurs become agents of change. 
Innovativeness is a very important 
entrepreneurial trait, and it will be dealt 
with in more detail in the next topic. Here 
it is necessary to stress that entrepreneurs 
need not only listen to market needs, but 
also to the society and local community's 
needs. Keeping in mind the freedom 
and power of creating products and 
services which answer to societal needs, 
entrepreneurs and their businesses are 
faced with the possibility of solving some 
social problems. The least they can do is 
to secure donations or sponsorship. Much 
bigger social benefits, and much more 
significant changes can be effected by 
integrating social responsibility into their 
business, and how that is done you will 
find out in the next chapter.

Do you know who a Community Manager is, and what kind of 
work they do? If you ask your parents this question, they will 
probably look at you in wonder, as up until a few years ago this 
job did not even exist. Today, however, we know many companies 
that started with a simple entrepreneurial venture, and turned 
into successful international companies and business empires 
thanks to social media. A Community Manager is responsible 
for managing company profiles on social media with the aim 
of building the company image, and increasing sales through 
communication with social media users. 
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Revision tasks 
1. What are the two main reasons why people launch an entrepreneurial venture? How do 

you evaluate the one and the other?
2. Who is an entrepreneur? What is the difference between working for others (being 

an employee), and independent work (being an entrepreneur)? What does it mean to 
exchange security for freedom in this context?

3. What are the problems an entrepreneur faces when starting and running an 
entrepreneurial venture?

4. How is an anti-entrepreneurial climate manifested? Search the Internet for different 
entrepreneurs' comments in which they describe unfavorable conditions for starting and 
running a business.

5. What does it mean that a business' trait should be entrepreneurial flexibility? What are the 
ways in which entrepreneurs become agents of social and market changes?

Project assignment 
Research on the Internet which jobs have been created in the past decade as a result of social 
or market needs. Give reasons why the need arose for the creation of these jobs. Try and 
find examples of entrepreneurs who identified newly created needs and turned them into an 
entrepreneurial venture. Then divide into groups and try to come up with three future jobs that 
you estimate will be created in the next five to ten years as a result of social or market needs. 
Describe these jobs and explain how they could be turned into an entrepreneurial venture. In 
agreement with your teacher, illustrate your results in the form of a presentation or essay.  

Key words
Entrepreneur is a natural person who realized an entrepreneurial venture. From a legal 
and accounting standpoint, an entrepreneur is also a legal person, such as a company, which 
operates in the market and makes a profit there by selling its products or services. An original 
entrepreneur is the founder of the company and initiator of the entrepreneurial venture, 
while a proxy entrepreneur is the manager of a given part of the company's business. 

Employee is the person employed in a working or associative relationship by the employer. 
Employer is the provider of a work position who employs the employee or associate, pays their 
salary or fee, and pays taxes and employment contributions for it.  

Entrepreneurial opportunity and existential need are two of the most frequent reasons to 
launch an entrepreneurial venture, which can therefore arise either from a spotted opportunity 
or from a desire to satisfy existential needs. In reality, these two motives most often overlap. 

Entrepreneurial flexibility is an important business trait in a world where market and social 
needs constantly change, and it is manifested in the entrepreneur's readiness to adapt their 
business to the newly created market or social needs.







Entrepreneurship and 
Innovativeness

Innovations as the 
Motor of Progress
An innovative idea is one of the main 
sources for the entrepreneurial venture. 
Human history has been marked by 
examples of brilliantly innovative ideas 
which improved the quality of human life 
as well as living standards in general. If 
we think about Western civilization just 
30 years ago, we notice a lack of many 
benefits enjoyed by the people of today. 
For instance, one of the most respectable 
business magazines in the world, Forbes, 
lists the following as key innovations 

I don't think there is any deeper fulfilment for the human heart as the feeling of the inventor when 
he sees his ideas coming to life. Such feelings make a man forget about food, sleep, friends, love, 
everything. — Nikola Tesla, Croatian scientist and innovator, 19th/20th century

Innovations distinguishes between a leader and a follower. — Steve Jobs, American entrepreneur, inventor 
and co-founder of Apple Inc.

of the last 30 years: the invention of the 
Internet, mobile devices, electronic mail, 
DNA testing with human genome mapping, 
magnetic resonance imaging (MRI), 
microprocessors, GPS navigation systems, 
online shopping, and many others. 

The examples listed above show inventions 
which are mostly the consequence of a 
combination of scientific and research work, 
and technological progress. Innovativeness, 
however, is not reserved exclusively to 
the areas of science and technology, but is 
rather widely applicable to all aspects of life, 
including entrepreneurship.

Do you know the inventions of Nikola Tesla? Try to remember them, or look them up on the 
Internet. Then remember a situation in which you were innovative. Describe the situation and show 
how you were innovative. 

How do you interpret Steve Jobs' thought? Do you agree with him? Does an entrepreneur have to be 
innovative in order to be successful? Use arguments to support your views. 
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Innovativeness as a 
Quality
In the first topic you learned that 
an enterprising individual boasts 
innovativeness as a personal quality. Being 
innovative means thinking up new ideas 
which address problems and produce 
original solutions. There are different 
kinds of problems – from difficulties 
you face when running a business, to 
lack of certain products or services, to 
local community or disadvantaged social 
groups problems. Innovativeness is closely 
linked to another quality – creativity 
that is characterized by origination. Being 
creative and innovative means innovating 
– creating something new, improving 
its characteristics, giving added value. A 
person can be innovative in their private 
life, for instance by designing a new way of 
managing personal costs, or in their social 
life, by creating a new way of organizing 
apartment building management, or in 
their business life.

The Importance of 
Innovativeness in 
Entrepreneurship
When embarking on their entrepreneurial 
venture, entrepreneurs want the products 
or services that they place on the market 
to be different from existing ones. When 
joining the free market, new entrepreneurs 
need to build their professional identity by 
positioning their company on the market. 

The best way to attract attention from 
the target group is to offer a product or 
service that is either completely new, or 
significantly improved in comparison 
with existing ones. Then we can say that 
entrepreneurs place their invention on the 
market. Designing something completely 
new, or improving an existing thing, is 
possible through various techniques which 
will be described later. By applying these 
and similar techniques many entrepreneurs 
had great business success, and improved 
social and market reality without spending 
too much time on designing ideas. As a 
matter of fact, the 
innovations that 
achieve the greatest 
success are those 
related to everyday 
human activities, 
such as food, free 
time activities, 
clothing and shoes, 
toiletries, transport, 
communication,  
et al. 

One of Croatian inventions that has 
recently stunned the whole world is Teddy 
the Guardian, a stuffed toy bear whose paw 
you press to measure a child's vital signs. 
This smart toy contains a sensor measuring 
heartbeats, pressure, oxygen saturation, 
and body temperature, and sends these data 
via Bluetooth to the parents' mobile phones. 
This innovation by two young Croatian 
entrepreneurs, Josipa Majić and Ana Burica, 
was presented at the International CES 
consumer electronics fair in Las Vegas in 
2014, and took the U.S. market by storm. 
Why do you think that Teddy the Guardian 
was recognized as a valuable product?

Given that creativity and innovativeness 
are qualities shared by many people, it is 
very possible that somebody has already 
come up with the same innovative idea as 
you. What's more, it is possible that a large 
number of people are working at the same 
time, in an equally innovative way, on 
finding a solution for a problem. In such 
situations it is a matter of coincidence, 
which we distinguish from deliberate 
copying or intellectual property theft. An 
innovative product or service represents 
the intellectual property of the inventor. 

The business world most commonly uses 
the English term copyright as a sign of 
protected intellectual property. Copying 
someone's invention is unfortunately 
a common practice on the free market 
(think of the telecommunications sector 
and the numerous copies of the American 
technological giant Apple's products 
coming in from Eastern markets), but keep 
in mind that copying someone's patent-
protected invention, and sometimes even 
an unprotected one, is morally problematic 
at best, and a criminal offense in most 
countries of the world.

How to Get an 
Innovative Idea?
In order to be innovative, it is important 
to allow yourself to think outside of 
the box. Each of us has our own way of 
thinking and forming conclusions and 
solutions which was built through our 
education and life and work experiences. 
Although our way of processing 
information helps us in everyday life and 
at work, it often so happens that we do 
not see some things that other people 
who have a different way of processing 
information do notice. In order to allow 
ourselves to reach different solutions 
from the existing ones, it is useful to talk 
about our business activities to other 
people who may or may not have the same 
knowledge and experience as we do. For 
that reason, many entrepreneurs talk to 
marketing agencies to help them design 
promotional activities that could improve 
their business. 

A simple technique that allows us to 
think outside of the box is the famous 
brainstorming technique. In order to 
perform a brainstorming activity, it is 
necessary to define the question which 
the activity should answer. One example 
of such a question can be, how do we 
improve our product's characteristics? 
To do this activity you need about 40 
minutes and a group of several people. 
Before starting it is advisable to give each 
participant a post-it block. In the first 
phase of the activity each person jots 
down an idea on a post-it, and the goal is 
for each person to write down as many 
ideas as possible. It is recommended 
that one idea is written on each post-it 
paper, after which the paper is put on the 
table, and you move on to the next idea. 
It is important to stress that the first 

Think about the last sentence 
in the preceding paragraph. 
Can you think of or find 
examples of entrepreneurs 
who based their inventions 
on basic human activities, 
such as food, free time 
activities, clothing and 
shoes, toiletries, transport, 
communication, et al?

Respecting other people's copyrights is a 
legal obligation of all citizens. Research 
online famous cases of copyright theft 
which caused big scandals. One of the 
court cases that might especially interest 
you is the one between Apple and 
Samsung!
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phase is done in complete silence, and 
that no idea is commented on, praised 
or criticized, until the moderator stops 
the activity, so it is useful to completely 
ignore what other people do or write. The 
thinking-out-of-the-box component is 
here manifested in an important guideline 
of the brainstorming activity being that 
the viability of the idea is completely 
irrelevant. In this way our creative and 
innovative potential is being used to the 
utmost. When the moderator stops the 
first phase, the second phase begins in 
which participants take turns presenting 
and explaining their ideas. All participants 
can now join in with their praise, critique, 
and suggestions. Once all ideas have been 
presented, those most likely to succeed are 
selected. 

Problem Tree and Goal 
Tree Method
This technique helps us develop our 
idea and shape an innovative plan 
for solving a problem by noticing 
inextricable cause-and-effect relations 
between problems. The technique 
is symbolically presented via a tree 
whose trunk represents the central 
problem, the roots symbolize the 
causes of the problem, and the treetop 
the consequences of the problem. 

When you apply this method to 
logically articulate your problem, 
the solution becomes much clearer. Your 
problem becomes the project/plan goal, 
the causes of the problem turn into 
activities, and the consequences should 
become project results. If, for instance, 
the problem was low sales of a specific 
product, in applying this method you 
notice that the cause of the problem is the 
fact that certain promotional activities did 
not take place. As a consequence of the 

problem appears the fact that you did not 
make any returns on the investment into 
the product, nor did you make any profits. 
Given that the cause of the problem 
becomes an activity, you will change the 
product promotion strategy by applying 
a more adequate one. This activity will 
lead to your goal – better product sales, 
which in turn will change the consequence 
of your problem into a tangible result – 
return on investment, and profit.

Treetop = consequences of the problem   results

Trunk = problem    goal

Roots = cause of the problem    activities

Problem tree or goal tree method

The problem is solved by turning the problem 
tree into a goal tree. So, the problem becomes 
the goal! The cause thereby becomes the activity 
to be undertaken, and the consequences are 
tangible results. Remember the important rule 
which says that a good plan is one which solves 
both the cause and the problem itself, and 
removes consequences!

Revision tasks 
1.  Visit the website of the American magazine Forbes and read the article "Top 30 Innovations 

of the Last 30 Years." Choose one and use it as an example to explain the following terms: 
innovation, invention, innovativeness, and creativity. The article is available on the 
following link: http://tinyurl.com/d8yt7z

2.  List the types of ideas wherein lies great potential for business success. Explain why this 
type of ideas is the most successful. 

3.  Visit the web pages of the European Patent Office at the address www.epo.org.  Research the 
procedure of patent creation. 

4.  Show through examples the meaning of the terms intellectual property and patent. Then 
visit the web pages of the platform Genius Croatia at www.genius-croatia.com. This 
platform is dedicated to promoting, presenting, and commercializing Croatian innovative 
projects, ideas, inventions, people and teams, and connecting them to the local and 
international market, capital, and media. Research ways in which entrepreneurs can benefit 
from using the platform, and find interesting examples of Croatian innovations.

5.  Describe the brainstorming technique, and use arguments to state its advantages.    

Project assignment 
Your assignment is to improve a certain segment of your school's everyday activities. 
Divide into groups of five, and brainstorm a problem you would like to solve. Then apply 
the problem tree method to analyze the problem, and come up with a plan which solves 
the problem by turning the problem tree into a goal tree. Remember the rule of successful 
problem solving which the problem tree method itself states. Turn your suggestions into a 
presentation or essay, and in collaboration with your teacher present the idea to the Student 
Council or school management – the principal or the school board.

Key words
Innovativeness is the design and application of new ideas for improving the characteristics of 
a product or service. The new and improved product or service is called an invention.

Intellectual property designates copyright over the intellectual creation (innovation). 

Patent is a document confirming the exclusive right of the inventor to apply their invention, 
given that it represents their intellectual property.

Thinking outside of the box means thinking in a different way than is usual, freeing one's 
creative and innovative potential. It is manifested, for instance, in renewed consideration of 
possible or viable solutions that were previously discarded. 

Brainstorming is a technique by which a group of people try to reach an innovative idea. In 
the first phase of this activity, each participant writes down possible solutions to a problem 
on pieces of paper, in silence. All suggestions are later reviewed and evaluated, and the one 
estimated to have the greatest success is chosen.

Problem tree method is a logically structured representation of a problem, its cause and its 
consequences. When cause-and-effect relations are observed on a cause-problem-consequence 
scale, the problem tree is turned into a goal tree which provides a plan or project to be 
executed. The problem then becomes the goal of the plan, the consequences become results, 
and the causes become activities.
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Chapter Two
Entrepreneur and the 
community
All people are born as entrepreneurs. When we lived in caves, we 
were all self-employed... looking for food, feeding ourselves. This is 
where the history of humanity began. In becoming more civilized, 
we suppressed that experience. We were marked as a workforce. 
We forgot how to be entrepreneurs. 

Some people get the opportunity to liberate that potential, 
but most don't... We must escape tradition – where the rich do 
business, and the poor depend on private or public charity... 
Entrepreneurship is an excellent vehicle for solving this problem, 
but we never use it to that end. We only use it to make fast profit...

Muhammad Yunus, 
economist and banker who founded the concept of microcredits



Corporate social 
entrepreneur

Definition and 
Significance of 
Corporate Social 
Responsibility (CSR)
CSR is an imperative for modern business 
organizations operating in the public, 
private profit, and private nonprofit 
sectors. The International Business 
Leaders Forum (an organization which 
works with leading global companies 
on developing CSR, management and 
sustainable development) defines 
corporate social responsibility as the 
promotion of a responsible business 
practice that facilitates the realization of 
socially, economically and ecologically 
sustainable development by maximizing 
the positive effect of the economy on 

society while bringing the negative 
effects down to a minimum. One of 
the most significant Croatian nonprofit 
organizations, which brings together 
experts and deals with the development 
and implementation of principles of 
sustainable development, ODRAZ 
(Sustainable Community Development), 
defines corporate social responsibility as 
a concept in which the business subject 
decides to contribute to a better society 
and a cleaner environment on a voluntary 
basis and in interaction with other 
stakeholders.

Historical 
Development of CSR
As a concept, corporate social 
responsibility began to emerge in 1983 

with the British organization Business 
in the Community, whose main goal was 
the promotion of corporate responsibility. 

The famous 1995 football scandal, which 
revealed that behind a well-marketed 
model of responsible business stood 
forced child labor in Pakistan, became 
the trigger for setting up the first 
European organization for the promotion 
of corporate social responsibility. CSR 
Europe (The European Business Network 
for Corporate Social Responsibility, www.
csreurope.org)is the leading European 
fair business network today, numbering 
over 5,000 European entrepreneurs.
The United Nations Global Compact, 
a voluntary initiative which fosters 
corporate responsibility, was signed in 
2000, defining 10 principles of corporate 

social responsibility within four areas, and 
it is still in power today.

10 principles of Corporate social entrepreneurship

Human rights

1st principle: Companies should support and 
uphold the protection of international human 
rights within their spheres of influence.

2nd principle: Companies should make 
sure that they are not party to human rights 
violations.

Labor rights

3rd principle: Companies should support 
freedom of association and recognition of 
freedom of collective bargaining.

4th principle: Companies should abolish all 
forms of forced labor.

5th principle: Companies should abolish 
child labor.

6th principle: Companies should 
eliminate employment and career selection 
discrimination.

Environment

7th principle: Companies should support 
a pre-emptive approach to environmental 
challenges.

8th principle: Companies should start 
initiatives to promote greater environmental 
responsibility.

9th principle: Companies should encourage 
the development and spreading of eco-
friendly.

Fight against corruption

10th principle: Companies should work 
on stamping out corruption in all its forms, 
including bribery and extortion.

Source: UNDP, 2000.

The fifth principle warns us that child labor 
is strictly forbidden. Do you know of any 
other sad examples of children exploitation 
for forced labor? Divide into small groups 
and let each group research online examples 
of violation of the 10 principles of corporate 
social responsibility. When you research the 
examples, try to also find out how companies 
have been sanctioned for violating these 
principles. In agreement with your teacher, 
present your results to the class.

Can and should an entrepreneur be successful and socially responsible at the same time?

Create a caption for this image. Does it show a corporate social entrepreneur?  
Explain your answer.
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The second big scandal in the business 
sector which triggered further 
development of corporate social 
responsibility was the bankruptcy of the 
eighteenth largest business organization 
and largest energy organization in 
the USA at the end of 2001. Tens of 
thousands of investors lost their stakes, 
and over 4,500 people lost their jobs 
due to greedy management policies. As a 
response to the American situation, the 
European Parliament adopted the so-called 
Green Book in 2001, which defines the 
European framework for corporate social 
responsibility. In the last 10 years the 
promotion and development of corporate 
social responsibility have been aligned 
with the UN's Millennium Development 
Goals defined in 2003. 

Application of the 
Principles of CSR
Research has shown the business 
validity of CSR on at least three levels: 
sales/business improvement, human 
resources development, and building 
the stakeholder's trust in the company 
as a whole. Organizations which apply 
CSR principles are more resistant to 
the influence of economic crisis and 
build a better position on the market. 
The industrial policies of the European 
Commission also favor the work 
of organizations which apply CSR 
principles. 

In order to fully implement the 
CSR concept, organizations need to 
integrate social and environmental 
issues into their business activities 
on a voluntary basis, and include 
them in their relationships with other 
stakeholders. The organization will thus 
be responsible not only to its internal 
and external stakeholders, but also to its 

own economically conditioned survival, 
as well as to the environment which it 
affects through its business. Given the 
above, CSR primarily implies adoption of 
the Triple Bottom Line business model 
(business aimed at solving economic, 
environmental and social problems)which 
has two important dimensions: internal 
and external. The internal dimension 
of CSR represents inner organizational 
processes: managing human resources, 
health and safety issues at work, adapting 
to change – restructuring the business in 
a socially responsible way, and managing 
the effect on environmental and natural 
resources. The external dimension of 
CSR represents outer business elements 
of an organization: effect on the local 
community, and on other key stakeholders 
(besides the employees and the owner) 
– business partners and suppliers, 
consumers, public administration, 
local civil society organizations, human 
rights protection, and global care for the 
environment. 

Volunteering, humanitarian aid, 
commitment to the greater good, and 
long-term investment for the benefit of 
the community in the widest sense of the 

word, is called philanthropy. This kind of 
care for community welfare is often much 
more efficient than donating money or 
sponsorship. The Nobel Peace Prize winner 
Muhamad Yunus sarcastically describes such 
a practice by which companies donate money 
in order to promote their own business 
interests.

Is Corporate Social 
Responsibility Present 
in Croatia?
The discussion about the possibilities 
and need for introducing CSR principles 
in Croatia started in the 90's at the 
initiative of civil society organizations, in 
relation to the concept of funding socially 
responsible projects through business 
sector donations. Three years after the 
historical 1992 Earth Summit in Rio de 
Janeiro the first economic organizations 
were founded from which later sprang the 
World Business Council for Sustainable 
Development. At the time, the Society 
for Improving the Quality of Life in 
Zagreb initiated the project to build the 
Croatian Business Council for Sustainable 
Development (HR PSOR). As a nonprofit 
economic organization whose members 
recognized sustainable development as the 
only possible developmental and business 
concept with long-term effects, HR PSOR 
began its activities in 1997 as part of a 
global network comprising national or 
regional BCSDs from developing countries 
and their partner organizations.

Soon thereafter the government of the 
Republic of Croatia listed raising CSR 
awareness as one of its key development 
goals. The Ministry of Economy included 
in its program activities to support the 
development of CSR in all of the above 
mentioned segments: improving workers' 

health and safety conditions, raising 
competitiveness and productivity in 
organizations, creating conditions for 
simpler and cheaper access to capital, 
and more efficient long-term risk 
management. 

The 1. National Conference on CSR was 
organized in December 2004. This event 
marked the beginning of a systematic 
approach to the development of CSR in 
Croatia. A CSR Community at the Croatian 
Chamber of Commerce was founded in 
the same year, which, besides lobbying 
and creating a political framework 
for CSR and organizing national CSR 
conferences, also developed an assessment 
methodology in collaboration with HR 
PSOR and established an award called 
CSR Index (HGK).Besides giving out a 
yearly award in the category of small, 
medium, big and public companies, the 
CSR Index represents a methodology for 
the classification of responsible business 
practices in Croatian companies. It 
was modelled after the Business in the 
Community CR Index, and presents a 
series of criteria for assessment in six basic 
areas: 
• economic sustainability, 
• inclusion of corporate social 

responsibility in business strategy, 
• work environment, 
• environmental protection, 
• market relations, and 
• relationship with the community. 

The purpose of the CSR Index award 
is to stimulate competition in CSR 
between organizations, and highlight the 
best organizations as an inspirational 
and positive example. Organization 
assessment according to defined criteria 
and the award ceremony have been carried 
out since 2008. 

With financial backing from the European 

Let's make as much money as possible, although it means 
taking advantage of the poor, and then we will donate a 
small share of the profits to a socially responsible cause, 
or set up a foundation that will promote our business 
interests. We will then make sure that everyone hears of 
our generosity.  
— M. Yunus, Nobel peace prize winner in 2006
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Commission, the implementation of 
the project for setting up a National 
Network for the Development of 
Corporate Social Responsibility 
started on July 1, 2010. An independent 
umbrella institution comprised of 
representatives from the public, private 
and civil sector as key stakeholders, it is 
interested in further development of the 
corporate social responsibility concept in 

Croatia. The latest initiative to set up an 
efficient institutional framework for CSR 
development was in 2012 with the Global 
Compact Network of the Republic 
of Croatia, backed by UNDP Croatia. 
An important goal of this network is 
to more actively engage the previously 
inert business sector in the context of 
encouraging positive social changes.

Revision tasks 
1. Which scandals in the business sector sped up the CSR development process?
2. Name the basic areas in which the 10 principles of CSR were defined by Global Compact.
3. Explain the internal and external dimension of CSR.
4. How should organizations do business so that we can say they have been implementing the 

principles of corporate social responsibility?
5. Which socially responsible organizations from the public and business sector do you 

recognize in your local community? In which segments of their business is social 
responsibility most visible?

Project assignment 
Imagine you have just started your own company. As a rookie entrepreneur you face all the 
challenges that come with starting your own business. Which key areas and principles of 
corporate social responsibility would you set up as priorities when integrating CSR into your 
business? Design your business strategy which implements CSR principles. Explain your 
choice and describe the implementation steps.

Key words
Corporate Social Responsibility (CSR) represents the promotion of a responsible business practice 
that facilitates the realization of socially, economically and ecologically sustainable development by 
maximizing the positive effects of the economy on society while bringing the negative effects down to 
a minimum by integrating social and environmental issues into the company's activities.

Triple Bottom Line (three pillars – people, planet, profits) takes into consideration a wide range of 
values and criteria to measure organizational success: economic, environmental, and social ones.

Sponsorship is financial aid in organizing an event or implementing an activity. Donation means 
ceding an organization's financial assets to a legal or natural person. The presence of these two 
activities in an organization's business does not necessarily mean that the organization operates 
according to principles of corporate social responsibility.







Social Entrepreneurship

Agents of Social 
Change
Do you know whoBill Drayton, Jamie 
Oliver and Muhammad Yunus are? They 
are all agents of social change, often 
called social innovators and social 
entrepreneurs. Guided by principles and 
values of good social economy such as 
ethics, ecological awareness, cooperation/
synergy, mutual support, inclusion/

equal opportunities creation, creativity/
innovation, proactive social responsibility, 
sustainability, and unity in diversity, they 
have founded many social enterprise 
organizations, such as Ashoka, Grameen 
Bank, Fifteen chain of restaurants.
These organizations today contribute 
significantly to the economic and social 
development of their local communities, 
but also act on a wider national and global 
level. 

Social entrepreneur – more responsible than the corporate social entrepreneur

Do you think that an entrepreneur can run a company and provide a safe workplace for 
themselves and others, while their entire business is aimed at the welfare of the local and wider 
community, as well as solving social problems? 
How do you interpret Croatian sculptor Ivan Meštrović's thought: Great warriors and conquerors 
are traditionally hailed as heroes, but the true heroes are those self-effacing individuals who 
persistently fight for the true ideals of mankind. 
Every new day is a new opportunity to become a hero. What good can you do today for planet 
Earth or for the people in your local community?
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The Origins of Social 
Entrepreneurship
In the past decade social entrepreneurship 
has become a tangible answer to 
inefficient public sector service systems, 
unsustainable business models and 
private sector profit concepts, as well 
as systematic difficulties in financial 
business, and sustainability of civil society 
organizations. The latest published data 
show that the social economy sector in 
the European Union employs more than 
11 million people over a total of 11% of 
registered business subjects (2 million 
organizations), which amounts to about 
7% of the total workforce in the European 
Union.

The values held by today's global economy 
are based on the capitalist approach to 
creating demand, greed, competition and 
selfishness,whose main consequence is 
the estrangement of the individual, and 
the creation of addiction, depression and 
aggression. Business organizations in 
today's world act primarily with a view 
to maximizing profits for their owners 
and investors, thereby mostly neglecting 
their role in creating social welfare. Social 
entrepreneurship represents a concept 
of economy that is totally opposed to this 

and based on three basic pillars: the 
economic, environmental and social 
goals of the organization's activities. In 
accordance with said goals, the primary 
acting principles of social companies are 
as follows: continued responsibility of the 
organization to the community, economic 
democracy within organizations, 
strengthening of the community with a 
view to achieving self-sustainability, and 
human rights protection. 

Defining Social 
Entrepreneurship
One of the oldest definitions, by Freer 
Spreckley, social enterprise theory pioneer, 
says that a social company is a legally 
registered organization which engages in 
commercial and social activities, is owned 
by its members/employees so that each 
of them has a single vote, which makes 
it a democratically run organization.
In 1997 the European research network 
EMES defined nine criteria for recognizing 
social entrepreneurs, and these criteria are 
today used in academic circles as well as in 
entrepreneurial practice. We can therefore 
define three key characteristics of social 
entrepreneurs:

• social purposefulness - manifested 
through the implementation of the 
above mentioned values/principles, 
social innovations, (non)profitability 
of activities (allocations redirected 
into local community projects), and 
assessment of the social impact of the 
entrepreneurial organization

• economic activity - social 
entrepreneurs act through their legal 
entity, continually produce/provide 
services, and act autonomously, thereby 
taking on all business risks

• participatory/collective management 
- in social enterprise organizations 

the decision-making processes are 
democratic, which means that the 
decision-making power is not relative to 
the share in ownership or investment.

The first Croatian Social Entrepreneurship 
Development Strategy 2014-2020,which 
is about to be adopted, defines social 
entrepreneurship as business ventures 
based on principles of socially, ecologically 
and economically sustainable business, 
aimed at generating profit which is wholly 
or partly reinvested for the welfare of the 
community. Thus the social entrepreneur 
achieves a balance of social, ecological 
and economical business goals within 
their organization.Therefore, although 
engaging in an economic activity like other 
entrepreneurs, the social entrepreneur 
has a measurable positive effect on the 
environment and local community, as well 
as society as a whole, while the assets of 
the social enterprise remain in the hands 
of the local community upon termination 
of the company. One of the most 
important criteria for identifying a social 
entrepreneur are democratic decision-
making processes, where decision 
making is not solely tied to ownership 
shares or member roles but includes 
key stakeholders – employers, users or 

consumers, and different associated 
organizations. Social entrepreneurship as 
a practice therefore transcends the issue of 
inclusion of marginalized groups into the 
labor market and limitation of activities to 
the local community.

The Most Frequent 
Forms of Social 
Enterprise
There are many forms of social business 
ventures: cooperatives, credit unions, 
mutual organizations, community 
interest companies, stock companies, 
limited liability companies, et al. 
Cooperatives are the most widespread, 
ideologically most appropriate, and 
most economically influential form 
of social entrepreneurship. The 
Croatian Cooperative Union states 
that a cooperative is a voluntary, 
open, independent, and autonomous 
organization run by its members, which 
through its work and other activities or 
the use of its services, on the basis of 
togetherness and solidarity, achieves, 
improves and protects the individual and 
common economic, social, educational, 
cultural, and other needs and interests, 
while accomplishing those goals for 
which the cooperative was founded. 
In 1994 the United Nations estimated 
that half of the human population lives 
off income generated by cooperatives. 
More than 160,000 cooperatives operate 
in Europetoday, counting 123 million 
members, and employing 5,4 million 
people. According to data for 2013, 1,169 
cooperatives are registered in Croatia, with 
19,485 members and 2,734 employees. 
Some countries, like Italy, elevate the 
importance of cooperative business in 
social development on constitutional level.

Muhhamad Yunus – one of the best known 
social entrepreneurs and Nobel peace prize 
laureate in 2006

A social entrepreneur cares about people 
(employees, clients/customers, partners), 
environment and community.
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An interesting fact 
is that today in 
Europe more than 
4,200 financial 
organizations 
operate as 
cooperatives, with 
a market share 
exceeding 20% 
(with 45 million 
members, over 
159 million users 
and 700,000 
employees). For 
instance, the Dutch 
Rabobank is the 
biggest agricultural 
bank in the world 
(with subsidiaries 
in 48 countries), 
ranked as the third 
most secure bank 
in the world, with 
50% of the Dutch 
population using 
its services. At the 
same time, no such 
financial-legal organization had operated 
in Croatia until 2014, when finally the 
Cooperative for Ethical Funding was 
registered, marking the first step in 
the founding of the first ethical bank 
in Croatia – Ebanka.

Results of Social 
Enterprise Activities
The development and spread of social 
entrepreneurship represents a tangible 
possibility for cooperatives to address 
the needs of marginalized, socially 
vulnerable groups as well as other 
problems faced by local communities. 
Social entrepreneurship is often held 
up as a stabilization factor on the labor 

market and as a sustainable development 
factor for communities. Research data 
published byEURICSE (European 
Research Institute on Cooperative 
and Social Enterprises) on a sample of 
8,000 cooperatives and 22,000 classic 
entrepreneurial organizations in Italy in the 
period from 2006 to 2010 confirms this.

Spain has shown even better indicators: 
in the last business quarter of 2011, when 
total unemployment peaked at 5 million 
people, employment in cooperatives 
increased by 7.2% according to the Spanish 
Ministry of Labor and Pension System, 
which means that 19,602 people found 
employment with Spanish cooperatives.

It is apparent that social entrepreneurship 
is a common practice in many European 
countries, a fact attested by the clearly 
defined strategic development guidelines 
for social enterprises in documents on 
the level of the whole Union. Three most 
important documents are the Europe 2020 
strategy (European strategy for smart, 
sustainable and inclusive growth), the Social 
Business Initiative, a document which 
presents 11 measures to be implemented 
between 2011 and 2014, and the 
Strasbourg Declaration on Social Enterprise 

(document defining 10 key steps to be 
taken on the level of the EU with the aim 
of developing the sector faster).

Social entrepreneurship 
in Croatia
The development of social 
entrepreneurship in Croatia is still in its 
infancy. Social entrepreneurs, and even 
cooperative organizations, have so far not 
been recognized as a possible model for 
solving social and economic problems as 
well as problems of economic development 
in local communities, which seems to 
be the case in Europe and the rest 
of the world. Things are starting to 
move in the right direction, however, 
as evidenced by the first Social 
Entrepreneurship Development 
Strategy 2014-2020that is about to 
be adopted, and which will surely give 
a new boost and a positive impulse 
to stakeholders to continue working 
on developing social economy and 
social entrepreneurship in Croatia. The 
strategy clearly defines the financial, 
legal, educational and institutional 
framework for the development of social 
entrepreneurship. 

According to records from the Forum of 
Social Entrepreneurs (SEFOR), there has 
been a continued increase in the number 
of social enterprise organizations and 
ventures in Croatia in the last three years. 
In the less than stimulating environment 
for entrepreneurial activities, social 
entrepreneurs encounter many obstacles 
and problems: lack of expert knowledge, 
competencies and experiences in business 
management, the problem of insolvency 
(impossibility of collecting receivables), 
the inexistence of financial instruments to 
fund initial business costs, et al. Another 
important goal of the above mentioned 

Strategy is the implementation of a 
sustainable and functional support system 
for social entrepreneurs in Croatia. 

One of the most efficient support 
models for the development of social 
entrepreneurship so far has been the 
Cluster for Eco-Social Innovation and 
Development (CEDRA HR), which became 
informally active towards the end of 2011, 
with headquarters in Zagreb and five 
regional centers in Čakovec, Dubrovnik, 
Osijek, Rijeka and Split. The Cluster brings 
together an expert team of advisers/
consultants/trainers from different 
areas of civil society organizations, social 
enterprises, and other organizations 
that work on sustainable community 
development, supporting newly-founded 
social companies and cooperatives, and 
strengthening human resource and 
organizational capacities of existing 
social entrepreneurs/enterprises and 
cooperatives. 

Number of ethical 
banks in Europe 
per country 
(FEBEA members 
– European 
Federation of 
Ethical and 
Alternative Banks)

Belgium 2

Denmark 1

France 6

Croatia 1

Italy 4

Holland 1

Germany 1

Norway 1

Hungary 1

Poland 1

Slovenia 1

Spain 3

Sweden 1

Switzerland 1

Imagine that you and nine of your neighbors have 
founded a neighborhood cooperative with the aim of 
solving specific problems encountered by the inhabitants 
of your neighborhood. Which problems would you solve? 
How would you make profit through the cooperative's 
work? How would you reinvest those profits? Discuss in 
groups and with your teacher. 

2009 - Italy
classic 

entrepreneurial 
organizations

social 
entrepreneurs 

poduzetnici
number of 
employees (-) + 2,7%

investments in 
development + 6,5% + 24,7%

investments in 
creating new 
jobs

+ 12,7% + 29,5%

salary expenses + 22,5% + 28,1%

Business activities in Italy in the period  
from 2006 to 2010
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Revision tasks 
1. Name, compare, and explain three key characteristics of social entrepreneurs. Then 

research online the life stories of Bill Drayton, Jamie Oliver and Muhammad Yunus. 
Prepare an essay or presentation on them.

2. What is economic democracy?
3. What are the three most important European strategic documents for the development of 

social entrepreneurship? What do they talk about?
4. Analyze and compare the sectors of social entrepreneurship in the European Union and in 

Croatia. Find online the most famous world companies which act according to principles 
of social entrepreneurship. Pick one company, and in agreement with your teacher create a 
case study about it. 

5. Research online and compare the principles of social enterprise and the principles of 
cooperative enterprise.

Project assignment 
A once leading business organization operating in the wood industry sector, owned today by 
one person, is close to bankruptcy. It has material resources, knowledge, experience, and a 
market for its products. Analyze the options, and describe the process of restructuring the 
company into a social enterprise taking into consideration the basic principles and values of 
social entrepreneurship.

Key words
Social innovator or social entrepreneur is a person who launched a social enterprise organization 
guided by principles and values of good social economy, such as ethics, ecological awareness, 
cooperation/synergy, mutual support, inclusion/equal opportunities creation, creativity/innovation, 
proactive social responsibility, sustainability, and unity in diversity.

Social enterprise is a legally registered organization which engages in commercial and social 
activities, is owned by its members/employees so that each of them has a single vote, which makes 
it a democratically run organization. There are three key characteristic of such enterprises: social 
purposefulness, economic activity, and participatory or collective management. 

Cooperative is a voluntary, open, independent, and autonomous organization run by its members, 
which through its work and other activities or the use of its services, on the basis of togetherness and 
solidarity, achieves, improves and protects the individual and common economic, social, educational, 
cultural, and other needs and interests, while accomplishing those goals for which the cooperative was 
founded.

Economic democracy implies theoretical and practical participation of employees, consumers and 
members of the wider community in the management of companies where they are employed, in 
which they shop, or which do business in their communities.







Business Ethics

Where Do We Stand 
Today?
We live in times when our everyday lives 
consist of news about many economic, 
social and environmental problems. 
We are witnesses to a continued decline 
in employment, production, sales, 
consumption and general rate of economic 
growth. We hear daily about great climate 
changes, excessive consumption of fossil 
fuels, disastrous consequences 
for the whole eco-system (some 
statistics suggest that 200 plant 
and animal species die every day), 
unsustainable growth in world 
population, migrations from rural 
into urban areas in search of better 
opportunities, development of new 
diseases, hunger and wars. General 
depression, anger and aggression 

are consequences of these things, but 
also of the erosion of basic human values. 
The weaknesses of the existing social and 
economic systemare daily becoming more 
and more visible.

Why is it important to do business ethically?

Are entrepreneurs allowed to do business by applying morally wrong behavioral patterns, and 
thereby make profit? Should they be somehow sanctioned for it? What kind of sanctions could 
they be? Is business ethics an entrepreneur's obligation? Shape your for and against arguments, 
and explain your answers.

One of the burning issues in the connection between 
the world of public service, especially politics, and 
private entrepreneurship, is conflict of interest – a 
situation in which a public service official (a mayor, 
for instance) uses their public position to favor their 
private interest (by, for instance, giving employment 
to their spouse, or awarding a contract for public works 
execution to their own or a family member/friend's 
company). Why do we consider this type of professional 
behavior immoral, and legally classify it as a criminal 
offense? Use arguments to support your views. 
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The basic principle of modern economy 
is to maximize profits while ignoring 
social and ecological consequences of 
one's actions as well as ethical business 
principles. Europe and Croatia have 
recognized corporate social responsibility 
and social entrepreneurship as tools for 
encouraging growth and development 
based on principles of sustainability. In this 
context, doing morally correct business, 
and the application of ethical principles in 
everyday business relations and activities, 
represent the only sustainable direction for 
the development of entrepreneurship.

Historical Development 
of the Concept of 
Business Ethics
The development of business ethics 
started at the end of the 60's in the USA 
when Harvard Business School began 
researching "ethics in business" as a 
possible concept of fair business towards 
the organization itself, its members, 
employees, market/consumer, and other 
stakeholders in the production process 
who make up society/local community 
and natural world/environment. In the 
80's in Europe (Germany, Switzerland, 
Great Britain, France, etc.) an "ethics 
of entrepreneurship" began to emerge, 
and in 1987 the organization European 
Business Ethic Network came into 
existence. The development of 
business ethics is historically followed 
by the development of the concept of 
corporate social responsibility.

Why Business 
Ethics?
Today, business ethics is becoming 
one of the key elements in the 
determination of business success 

– it has been proven that business 
organizations which apply ethical 
principles and corporate social 
responsibility are more successful than 
other business organizations from the 
same economic sector. Furthermore, 
relevant research has shown that the 
application of business ethics principles 
increases the level of productivity and 
employee loyalty. Another current 
practice is the stock valuation of ethical 
principles used by managers in creating 
and implementing their management, 
environment protection and employee 
social standards development policies. The 
American industrial stock market index 
Dow Jones introduced the Sustainability 
Index (called DJSI World). It gathers 
300 business organizations across the 
world which do sustainable business, 
while the European index DJSI Stoxx 
today encompasses around 167 such 
organizations operating in Europe.

In the Croatian economic 
sector, small and medium-sized 
entrepreneurs do not have 
a developed business ethics 
management system, while major 
business organizations, particularly 
those owned by foreigners, have 
accepted world trends in business 
ethics (90% of business subjects 
in the USA have introduced ethical 
codes in their activities). At the same 
time, the Corruption Perceptions 
Index (CPI; measured 
yearly by Transparency 
International), showing levels 
of bribery, different forms of 
employment discrimination, 
failure to comply with 
statutory obligations et al, 
has for years been indicating 
a medium level of corruption 
in Croatia (in 2013 Croatia 
ranked 52nd out of a total 
of 117 world countries; the least corrupt 
countries being Denmark and New 
Zealand).

The Concept of 
Business Ethics
Business ethics in the widest sense of 
the word can be viewed as a branch of 
applied or practical ethics which questions 
different patterns of professional behavior 
by applying ethical principles to problems 
from business reality. It is applicable to 
all types of professional behavior within 
an organization, and to the relation of the 
organization towards the reality in which 
it operates. Business ethics refers to ethics 
and morality within the framework of 
activities done by business organizations 
and their members and employees. 
Moreover, it refers to fair business, or 
doing business with a conscience. Given 

the above stated, the concept of business 
ethics comprises three basicprinciples:

1. the principle of subsidiarity – each 
level of responsibility makes decisions 
within its sphere of authority

2. the principle of solidarity – mutual 
reciprocity in recognizing union rights 
and demands

3. the principle of social responsibility 
– the work share may not be excluded 
from rights related to the share in 
creating and maintaining ownership.

Business Ethics and 
Management
As stated by Edward Freeman, in 
implementing management processes 
the managers are responsible not only to 
owners but also to the local community, 
suppliers, customers and organization 
employees. So, situations in which 

Look at the image above, and describe the 
situation. How do we call the act of giving money 
or other material goods, privileges et al, with the 
intention of making the recipient act according 
to the giver's wishes? Look up a few of such cases 
online and in agreement with your teacher create 
a case study. Using your chosen case study, give 
arguments to support the view that such actions 
represent a negative business behavior pattern. 

What does it mean to land a job through connections? 
Do you know of any such examples?
Nepotism implies filling job vacancies with family 
members, or giving preferential treatment in job 
applications to friends and acquaintances while 
ignoring the (in) adequacy of their qualifications for 
the job. 
Do you think it is morally wrong to hire a family 
member in your company despite the fact that several 
more qualified people applied for the same position? 
Would your attitudes change if there was no public call 
for competition for the job? Support your views with 
arguments, and start a debate in class.  
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managers blame others for business 
shortfalls, take credit for the contribution 
of other people, take advantage of the 
organization and its resources for private 
profit or even steal resources, tweak 
financial reports or share confidential 
information, can in no way be called ethical 
dealings or doing ethical business. 

There are many factors which affect the 
level of ethics in business in a given 
organization, such as individual behavior 
within the organization, company values, 
organizational system (structure hierarchy, 
policies, rules, ethical codes, et al.), and 
the power of outside lobbying influence 
(customers, suppliers, state institutions, 
local community, etc.). Managers make 
many decisions on a daily basis in 
conditions of quick and significant change 
inside and outside of the organization, 
and these changes affect the organization's 
business. Beside requirements for 
efficiency, these changes also have to be 
done in accordance with corporate social 
responsibility and principles of ethical 
business. An often used model for the 
evaluation of ethical decisions, or of the 
decision-making process itself, is based on 
four criteria:

1. the utilitarian criterion (best 
interest of the community/society)

2. the individualistic criterion (best 
interest of the individual)

3. the criterion of rights (individuals 
have basic rights and liberties – self-
determination, freedom, ownership, 
life)

4. the criterion of justice (based on 
three principles: equality, justice and 
impartiality).

In order to clearly define, and later reassess 
business policy, processes, principles and 
values implemented and cultivated by the 
organization, ethical codes or business rules 

of conduct/codes are often adopted. An 
ethical code represents a set of rules and 
behavioral standards that all employees/
members of organization must adhere to. 
On the national level of an umbrella or 
chamber of commerce organization, similar 
rules are created and applied by members 
of such organizations, e.g. the Business 
Ethics Code of the Croatian Chamber of 
Commerce. More rarely, organizations 
also create governance statements 
which define economic, environmental 
and social business goals, member/
employee/organization policies and rules of 
conduct in the business, natural and social 
environment in which they operate. 
A governance statement typically 
contains the following elements:

• vision, mission, values, strategic 
development goals 

• economic, environmental and 
social business goals 

• rules/policies of conduct towards 
employees 

• rules/policies of conduct towards 
clients/customers 

• rules/policies of regulation 
compliance within the profession

In the context of developing and 
monitoring the application of an 
Ethical Code and/or governance 
statement, companies often form 
ethics commissions. An ethics 
commission is a body within 
an organization in charge of 
monitoring the implementation 
of the organization's ethical code, 
and solving cases of its violation. A 
successful application of business 
ethics in an organization implies the 
presence of the following four factors:

1. establishing clear rules – codes of 
conduct 

2. systematic implementation of 
established code 

3. regular monitoring of the 
application of established rules 

4. defining sanctions for cases of 
undesired behavior

Fair Trade and Fair Buy
A very important segment of modern 
business ethics in organizations are 
relationships with suppliers, as well as 
the increasingly widespread concept of 
consumer fairness towards a business 
organization. Fair trade is the name 

for a form of supervised trade where 
the payment of "fair prices" is advocated 
for raw materials used in production 
in exchange for compliance to social/
societal and ecological standards in the 
production of the selfsame raw materials. 
Fair buy implies paying a fair (usually 
slightly higher) price for products used by 
the consumer in exchange for a certificate 
of origin of the end product/service and/
or its components, which satisfies the 
criteria for ethical business and social 
responsibility.

A moral dilemma is a situation of indecisiveness in 
which the individual is not sure how to act ("I don't 
know what to do"). One of today's most frequent moral 
dilemmas in the world of science and entrepreneurship 
is that between viability and appropriateness. It is 
actually a question of whether a person (individual, 
entrepreneur, scientist, etc.) should do everything that 
they can do. If we have the conditions and opportunity 
to do something, does it necessarily follow that we 
have the moral justification to do it? Answer this 
question from the position of a company doing genetic 
engineering, and whose team is potentially on the brink 
of a great discovery, but in order to make it, they need to 
manipulate the human genome to a certain extent. What 
would you do? Give arguments to support your choices.
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Chapter Three
From Idea to Project
I don't know if other people have ideas similar to mine,  
but I made mine happen.

Nolan Bushnell, American entrepreneur

Revision tasks 
1. How did you interpret the term 'business ethics'? Explain. What are the three basic 

principles of business ethics?
2. What is an ethical code, and what is an ethics commission? Look up online and compare 

the ethical codes of the INA Group, HRT (Croatian National Television), PBZ (Privredna 
Banka Zagreb) and the Uljanik Group. What are the similarities and differences between 
their ethical codes and actions?

3. List negative patterns of business behavior, and by discussing them with your classmates 
and teacher list ways in which such behavioral patterns can be avoided at the workplace. 

Project assignment 
You are the manager of a big printing office whose entire production is based on 
cheap and environmentally unfriendly materials so that profits can be maximized. In 
accordance with trends, and as a member of the Croatian Chamber of Commerce (HGK), 
the printing office has just adopted an ethical business code. According to it, products 
should be produced and offered to customers in a socially and ecologically responsible 
way. The development, production, distribution and consumption of products and 
services are not allowed to have a harmful effect on the social and natural environment. 
Describe the changes that need to be done in the production processes and in the 
relationship with suppliers, customers and employees of the organization in order for the 
printing office to operate in accordance with the principles of ethical business.

Key words
Business ethics is a branch of applied or practical ethics which questions different patterns of 
professional behavior by applying ethical principles to problems from business reality.

Ethical code represents a set of rules and behavioral standards that all employees/members of 
organization must adhere to, while an ethics commission is a body within an organization in 
charge of monitoring the implementation of the organization's ethical code, and solving cases 
of its violation.

Governance statement is a document used to define economic, environmental and social 
business goals, member/employee/organization policies and rules of conduct in the business, 
natural and social environment in which a company operates.

Conflict of interest is a situation in which a public service official uses their public position to 
favor their private interest.

Nepotism implies filling job vacancies with family members, or giving preferential treatment 
in job applications to friends and acquaintances while ignoring the (in)adequacy of their 
qualifications for the job. 

Corruption or bribery is the act of giving money or other material goods, privileges et al, with 
the intention of making the recipient act according to the giver's wishes.
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Entrepreneurial Idea

Idea 
Scientist and innovator Nikola Tesla always 
worked out his ideas first in his head, and 
then transferred them onto paper down to 
the last detail. One day in Budapest he was 
walking along the Danube with his friend, 
watching the sunset. It was then that an 
image appeared in his head of his first great 
invention: the alternating current motor. 
He grabbed a stick and immediately drew 
in the sand adiagram of what would later 
become his most widespread invention, for 
which he also received a patent in 1888.

After years of conducting research on the 
atomic weight of elements, the Russian 
chemist Dmitri Mendeleev one day fell 
asleep, and in his dream he had a vision 
of the basic elements which were flowing 
regularly together like a musical sequence. 
Upon waking up, he noted down each 
element in the order in which he had 

dreamed of it. That was how the periodic 
table of elements came to be, which is 
considered the basis of modern chemistry. 

Idea, ingenuity, inventiveness, and 
innovativeness are considered to be the 
main traits of thinkers, inventors, and 
visionaries. Richness of ideas is present 
in every person, and it is important to 
recognize an idea when it comes. Ideas 
mostly arrive unexpectedly, incited by 
a situation, environment or problem in 
front of us. Ideas should be embraced, 
written down, and pondered, as they are 
the first steps in creation. It is creation 
itself, or rather the realization of an 
idea that represents a guiding light to 
every entrepreneur. An idea which does 
not remain merely an idea is called an 
entrepreneurial idea. Entrepreneurial 
ideas encourage new ways of thinking, 
and their main elements are creativity and 
innovativeness. 

Creativity and 
Innovativeness
Innovative and creative people we 
recognize as entrepreneurs possess 
the ability to create, independence, 
responsibility, and diversity. 

The word creativity is of Latin origin; 
creare means 'to create, give birth to.' You 
have already encountered the term in the 
first chapter, and now we will give it more 
attention. Creativity is a mental process 
which includes the creation of new ideas, 
terms or ways of solving problems, as well 
as finding links between existing ideas 
or terms. Besides creating or suggesting 
something partly or completely new, 
being creative means shaping or endowing 
existing subjects with new characteristics. 
The creative process includes the 
envisioning of new possibilities which 
nobody has so far seen, or doing 
something in a completely different way 
from what is considered the usual or only 
solution.

We can therefore conclude that creativity 
is the creation of new ideas by linking 
old information in a new way. It can be 
learned and developed, and like other 
skills, it requires energy, time, and 
persistence. 

The term innovation, which you have 
also encountered earlier, stems from 
the Latin word innovare, which means 
'to make something new.'Specifically, an 
innovation represents a new product, 
service, process or technology. It can 
come about through the application of 
results of scientific research, inventions or 
perceptionsthat have been placed on the 
market with corresponding value. Peter 
Drucker states: Entrepreneurship is based 
on recognizing opportunities for innovation, 
and their quickest possible market and 

economic valorization. Innovations create 
resources. What we can conclude from 
that is that innovation represents every 
undertaking which cuts production costs 
and increases productivity and product 
quality, or service and competitiveness. 
Entrepreneurship always strives for 
innovations to be commercialized and 
profited from. They can be small ideas or 
big business ventures. 

Once an idea is born, it is important to 
analyze and ascertain the possibility of 
its attainment. It is sometimes good 
to practice on small things, and apply 
different ways of doing things in everyday 
routine tasks. The entrepreneurial way of 
thinking and applying ideas starts from 
small things. It is important to keep a 
"Yes I can" attitude because it motivates 
and encourages innovativeness, and 
makes it easier to deal with challenges in 
business as well as everyday life. Everyone 
makes mistakes, but those are precisely 
the situations in which creativity comes 
to surface, and readiness to take action 
and solve problems becomes apparent. 
Accepting change and staying motivated 
are keys to opening many more doors than 
it would seem probable at first sight.

Idea – Starting point of every success

Can you remember a moment when you had an inspiration (aha!effect*) which led you to the solution 
of yours or somebody else's problem? How did you feel at that moment?
According to information from the University of California, the average person thinks more than 48 
thoughts per minute, which is around 70,000 thoughts a day. Compare this fact with the fisherman 
fishing in a sea full of fish: the fisherman doesn't catch each fish, nor is each fish equally nutritious…

Look for innovations around you that 
have made your everyday life easier. 
Choose one, and research its way from 
idea to product.
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Ways of Coming up 
with Ideas
Besides appearing suddenly in different 
situations in life, or even in dreams as you 
have seen from Mendeleev's example, there 
are also different techniques of coming up 
with ideas that entrepreneurs often use. 
These techniques are useful to those who 
are replete with ideas and the desire to do 
something, who feel strong motivation and 
passion, but often do not know what to do 
with them. Some useful techniques you 
can apply to develop business ideas are the 
following:

• mapping, 
• turning a hobby into a potential 

business, 
• using your work experience to start 

your own business, 
• copying existing products or services,
• brainstorming, and
• innovating products or services. 

Mapping an area is the first step to 
reaching a perception of which products or 
services are necessary in a given area. It is a 
technique whereby you go out into the field 
and take note of what you think is missing, 
or what you would like to accomplish with 
your product or service. You draw shops, 
bakeries, service shops and such onto a 
community map, and after analyzing it 
you recognize what is missing or what the 
specific community needs. 

Turning a hobby into a business is 
often a good business opportunity, and 
represents pleasure in doing business 
because the person does what they really 
love while making money from it. You 
can often find such examples around you 
(fabrication of honey, jewelry, souvenirs, 
selling paintings and photographs…). 
Brainstorming as a method of coming 
up with ideas has already been thoroughly 

discussed in the first chapter. Innovating 
products or services means applying 
new and better solutions to the operation 
of an existing business process. Another 
widely used method is copying existing 
products or services, which consists of 
singling out positive and negative sides of 
a given business, and using that analysis to 
improve business activity. It is necessary 
to keep in mind the demand for this 
product or service, and check in advance 
whether you are really offering something 
better and cheaper.It is also important to 
stress that many innovations came about 
as a result of work and accumulation of 
knowledge: Tesla and Mendeleev, for 
instance, spent days and nights working in 
laboratories and learning before they made 
their famous inventions. 

Pitching an Idea 
Besides having a good idea, it is also 
important how well you present it. The 
aim of a pitch is to briefly describe your 
idea, which can later be explained in detail 
in the form of a business plan. Ways 
of pitching are as limitless as the ideas 
themselves; you can pitch in the usual way 
via Microsoft Word or PowerPoint, a video 
clip, or placing the audience in the context 
of the idea so they can experience all the 
better what you are trying to pitch, and 
why they need it.

Pitches often take place in front of 
potential investors, and the person 
delivering the pitch has a short window of 
time to grab the audience's attention. Their 
aim is to obtain financial or expert support 
for their idea, which is why it is important 
to prepare well for the pitch. 

When you have one minute to catch 
the listeners' interest, it is important to 
say right at the start what will get the 

audience's attention. Sentences need 
to be short and clear, you should 
avoid negativity, and it is good to ask 
questions and then give an answer 
during your presentation. At the 
start of the pitch you can also ask 
the audience some questions, and 
thereby get their attention.

Basic questions which a good idea 
pitch should answer are what, who, 
when, how, where, and how much. In 
their pitches, entrepreneurs answer 
the following key questions:

• What is the product or service that 
I am pitching?

• Who is the owner of the idea?
• When will they implement it?
• How will they implement it?
• Where will they implement it?
• How much does the product or 

service cost?

It is also useful to find out who the listeners 
are, and talk within the sphere of their 
understanding. You should also take into 
account that a pitch does not only deliver an 
idea, but that the communication is based on 
conscious and unconscious body language, too, 
as well asbreathing, tone of voice, and clothing, 
which is why it is necessary to plan and prepare 
your presentation well. 

It is also important to time your pitch well. If 
the pitch is supposed to take three minutes, you 
need to learn to deliver it in that time frame, and 
to believe in your idea. It is recommended that 
the pitch be short, and that the presenter focus 
on three to five key data, since the audience 
quickly lose their focus. If the topic is very 
technical, there is no need to strain the audience 
with terms they do not understand, because 
it is then that they lose focus and contact. It is 
important to look at the audience, and if this is a 
problem, look directly above them.

Study the photograph and think about the following thought:
We can only persuade others of what we ourselves believe in, we can only explain what we ourselves 
understand, and we can only prove what is true, concise, and powerful …  
— Ivo Škarić, Croatian Academician, linguist, phonetician, and rhetorician



Basics of Entrepreneurial 
Planning

Vision and Mission
Vision represents the image of what a 
person wants to be or what they want 
to achieve. Vision represents the desired 
position for the company in the long run. 
Vision, like image, must have numerous 
elements it is made up of. These elements 
should be clearly defined in order for 
the image not to be blurry, but clear and 
precise. Each element of the image counts, 
because when crisis strikes, the elements 
should be steady so that the whole image 
does not crumble. In entrepreneurial 
terms, vision is position in the faraway 
future (usually 5 to 10 years from now), 
and mission is the way to go about 
accomplishing it. Mission often reflects 

personal as well as corporate need to self-
realize in the world, to fulfilone’s purpose. 
It is therefore necessary to make a plan so 
that a person, besides having what they 
like, could have economic benefits and 
interact with society. Thus the planning 
process becomes very important.

Business Plan
Planning is setting goals you want to 
achieve, and man's best preparation 
for future events. The aim of business 
planning is to manage future events with 
a view to achieving the best possible 
results and avoiding as much as possible 
undesired business outcomes.

Is planning a guarantee of success?

Without goals, and plans to reach them, you are like a ship that has set sail with no destination. 
— Fitzhugh Dodson, American psychologist  

Revision tasks 
1. Why are innovations key for entrepreneurship?
2. How does one come up with an entrepreneurial idea?
3. Search in the daily paper, books or online for stories of successful people, and think about 

what might have been their main motive for success. Pick a few of these, and single out 
their common characteristics.

4. Give an example of a good and bad pitch. Look up online (Business Insider, Entrepreneur.
com, Inc.com, etc.) examples of pitches, analyze them, and state their key points and 
methods. What are the key questions every good pitch should answer? 

Project assignment 
When you get an idea, think about ways you could pitch it, and prepare a pitch. Give your 
pitch a name, and pitch it as if you were doing it in front of investors.

Key words
Aha! effect is the result of the process of idea creation, the sudden realization of something 
that was previously not understandable or problematic.

Idea is a thought or action direction, the goal itself of an activity, and includes ingenuity, 
inventiveness, and innovativeness, which are considered some of the key characteristics of 
thinkers, inventors, and visionaries.

Creativity (Lat. creare – create, give birth to) is a mental process which includes the creation 
of new ideas, terms or ways of solving problems, as well as the link between existing ideas or 
terms.

Innovation (Lat. innovare – to make something new) represents a new product, service, 
process or technology
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Business planning can be likened to going 
to the movies. Before setting out, you have 
an idea of what movie you want to see, 
but in that moment you still do not know 
how you will get to the theater, in whose 
company you will watch the movie, nor 
what time you will arrive at the theater. 

Entrepreneurs are often said to be 
visionaries. They often have a vision of 
how to realize their idea in the distant 
future. It is meanwhile important to 
set out development scenarios for the 
realization of their idea. The realization 
itself depends on both internal and 
external factors of influence.

It is therefore important to plan and set 
out goals, which are most easily presented 
via a business plan.

Business plan is a written document 
clearly defining business goals, and 
outlining methods of reaching those goals. 
It is a formal representation of all activities 
and intentions planned in a given period. 
Plans are made before any business 
activities, and they answer the following 
questions: What needs to be done? 
Who needs to do it? In which time 
period does the activity need to be 
finished? 

The following are the phases of business 
planning:

• entrepreneurial idea
• gathering relevant information
• analysis of gathered information
• writing the business plan
• “selling” the business plan (means 

pitching the plan and is not a required 
step, but business plans are often used 
to obtain financial support for your 
business)

• implementing the business plan.

Basic elements of a business plan are 
people, opportunity, context, and 
risk. The entrepreneurial team starts 
and runs a business together with 
partners who secure basic resources 
and services. Opportunity is directly 
linked to the business idea, so that the 
market, needs, possibility, and growth 
rate are researched with regard to it. 
The context in which the entrepreneur 
finds themselves at the time of business 
planning is changeable and cannot be 
influenced. It represents changes and 
situations in the environment that are 
unavoidable and take place regardless 
of the entrepreneur's intervention (e.g. 
inflation). Risk is an important element in 
planning, so it is crucial to assess it, and 
prepare for anything that could go wrong. 
Every entrepreneur should learn how to 
deal with risk, and how to handle crisis 
situations.

Remember! Always define clearly 
what you want, and set steps towards 
reaching that goal day by day!

A business plan consists of two basic parts: 
operational, and financial plan.

The operational plan mostly contains the 
following elements:
1. Introductory data about the 

company
2. Reasons to invest
3. Key factors of possible risks
4. Description of activities
5. Organization and management
6. Market overview
7. Market competition
8. Business strategy

The financial plan consists of the 
company's business calculations for a 
given time period.

Some Advice on 
Creating a Business Plan
The whole team is included in the creation 
of a logical, clear, and concise business plan. 
During the creation of the plan it is easier 

to spot critical points, assumptions, and 
risks. Such a detailed approach makes it 
easier to have ideas which can help to avoid 
or minimize negative outcomes. In these 
situations, creativity is awakened that is 
necessary to draw the investors' attention. 

In the creation of the plan you should not 
use unnamed people as part of your team. It 
is important to design a clear and thorough 
plan by avoiding unfounded statements and 
incomprehensible language that only experts 
in the given field could understand. It is not 
recommended that you spend money on 
printing expensive brochures, presentations, 
and similar materials, but rather that you 
focus on what matters.

Business plans are mostly made to secure 
financial assets, but in this process business 
plans are not the most important thing: 
when the entrepreneur meets an investor, 
they should keep in mind that the investor is 
not investing in the business plan, but in the 
business itself.

How do you plan your activities? In which situations 
does planning matter? How much time do you spend 
planning? In which situations does this help you, and 
in which does it not?

Revision tasks 
1. How did you understand the term 'business plan' and its components? Explain in your own 

words!
2. Why is it impossible to implement a business plan completely?
3. Research and state examples of businesses that succeeded without a business plan. 

Project assignment 
Imagine that you are going away on a trip, and think about what you need to do in order to 
reach your destination. What are the things you need to take into consideration for your 
goal to be accomplished? What are the key elements? Prepare a journey plan and present it.

Key words
Vision is the image of what the person wants to be and what they want to achieve; it is the 
desired position for the company in the long run. Mission is the purpose itself of the action.

Planning is a process of setting goals you want to accomplish.

Business plan is a written document clearly defining business goals and outlining the methods 
to accomplish those goals; it is a formal representation of all activities and intentions planned 
in a certain time period. The basic elements of a business plan are: people, opportunity, 
context, and risk..









Project Design

Project – the 
Implementation of an 
Idea
A project is an enterprise undertaken in 
order to create a certain product or service, 
or to achieve a result, and it is conceived 
so that it points to all the elements from 
start to finish of the project, that is, to the 
accomplishment of the projected goals. 
Projects are launched to achieve those 
results which due to their social, economic 
or ecological nature outlast the project 
itself. 

Projects can include developing a new 
product or service, effecting a change 
within the structure of an organization, 
building an infrastructure (e.g. of a 

building), or introducing a new business 
procedure.

The design of a project can be likened 
to the process undertaken by a farmer. 
During the winter, farmers carefully 
plan what to plant in each plot of land, 
and make an annual plan corresponding 
to available resources. They use tools 
necessary to achieve results, and run 
into factors which influence the process 
of implementation of the plan. What 
is important for the implementation is 
the time frame, the number of people 
participating in it, the price, and external 
factors. Given that land can only be tilled 
on dry days, in rainy periods the farmer 
needs to prepare the land in the shortest 
time possible, and with as many people 

as possible. The tools will remain the 
same, but more work will need to be done 
on a single day. Farmers should also be 
prepared for unexpected situations such 
as floods and droughts. They cannot 
know the outcome in advance, but they 
can use the right tool at the right time to 
accomplish their goal, which is to produce 
crops. They prepare months in advance, 
and find ways to implement the project, 
just like a project is prepared significantly 
sooner than it is implemented. 

Shaping a Project Idea
Before the writing process itself, it is 
important to run a few analyses to 
improve preparation. Compare it to 
preparations for a birthday party. A 
preliminary analysis probes what you need 
to know before you embark on the project, 
in this case the birthday party. This means 
researching certain topics and similar 
practices. A stakeholder analysis should 
answer whom the project addresses, that is, 
who the party is prepared for, who the team 
leader is, and who is responsible for project 
results. A problem analysis includes all 

potential problems in the area the project 
deals with; in this case, those are problems 
which can arise during the preparation 
of a party (e.g. grumpy neighbors, choice 
of music, inadequate space, etc.). Setting 
goals with reference to defined problems 
is called goals analysis, after which comes 
the strategic selection of long-term, realistic 
goals that can be achieved. 

The purpose of a project is to better define 
and manage the process of change. Projects 
can differ vastly from each other in terms of 
goals, volume, and scope. Smaller projects 
can last several days or months and include 
more modest financial assets, while the 
value of a big project can amount to several 
million euros, and go on for several years.

Logical Matrix
A logical matrix is a detailed 
representation of project activities. 
Activities are specific actions with a 
duration schedule which include financial, 
time, and cash resources. In the case of 
a birthday party, specific activities can 
include: creating a guest list, shopping for 

Much like you would need to make a list of provisions for a birthday party, you would also need 
to make an analysis of everything needed to run a certain project. Plan your next birthday party 
according to elements of project design.

Is a project the best way to implement an idea?

How will you turn your idea into action? Do you recognize any connections between an 
entrepreneur managing a project, and a farmer managing their field? Which idea do you think the 
girl in the image above is turning into action?
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necessary provisions, and installing the 
sound system.

A logical matrix is a simple and logical 
approach to a given idea. It represents 
a summary of key project analyses 
which it displays in a systematic way. 
Upon inspection, the logical matrix 
needs to clearly yield the project goal; in 
other words, what the project hopes to 
accomplish, and what resources and means 
are allocated to its implementation.

Observe this logical matrix and fill it 
out. Its purpose is to plan the project 

in more detail, which can prevent the 
appearance of unexpected risks during 
its implementation. You can start with 
a simple task, such as the organization 
of a birthday party, and then proceed to 
organize a school talent show, for instance, 
as a more complex task.

You are allowed to use a moderate dose 
of imagination when creating a logical 
matrix, because it brings innovative 
elements that might interest investors or 
assessors. You need to pay attention to the 
scheduled sequence of activities, however, 

Intervening logic Objectively 
verifiable indicators 
of achievement

Sources and 
means of 
verification

Assumptions

Overall 
goals

What is the overall 
broader goal to 
which the action will 
contribute?

What are the key 
indicators related to 
the overall goal?

What are the 
sources of 
information for 
these indicators?

Purpose of 
the action 
(sometimes 
also 
referred to 
as ''Specific 
goals'')

What are the specific 
outcomes at the end of 
the action?

What are the 
quantitative and 
qualitative indicators 
that show whether 
and to what extent 
the specific objectives 
of the action have 
been achieved?

What are the 
sources of 
information that 
exist or can be 
collected? What 
are the methods 
required to obtain 
this information?

Which factors and 
conditions outside 
the immediate control 
of the action are 
necessary to achieve 
these objectives? 
What risks are to be 
taken into account?

Expected 
outputs

What are the concrete 
output elements 
envisaged to achieve 
the specific objectives? 
What are the 
envisaged effects and 
benefits of the action? 
What improvements 
and changes will be 
effected?

What are the 
indicators to measure 
whether and to what 
extent the action 
achieves the expected 
results and effects? 

What are the 
sources of 
information for 
these indicators?

What external factors 
and conditions must 
be met to obtain 
the expected output 
elements and results 
on schedule?

Activities What are the key 
activities to be carried 
out and in what 
sequence in order to 
produce the expected 
results?

Means: What are 
the means required 
to implement 
these activities, 
e.g. personnel, 
equipment, training, 
studies, supplies, 
operational means, 
etc.?

What are the 
sources of 
information about 
action progress?

What pre-conditions 
are required before the 
action starts? What 
conditions outside the 
control of the action 
should be present in 
order to implement 
the envisaged 
activities?

and make sure that what you planned can 
actually yield results, that is, achieve the 
goal. When you create a logical matrix try 
to give each part of it equal importance so 
as to secure quality and sustainability. 

Work Packages
Work packages are subsets of activities 
that are executed within the framework 
of implementation of the main project 
goal. They can be viewed as smaller 
projects within bigger projects. When the 
conditions attached to each individual 
work package are fulfilled, the whole 
project is completed. A work package 
has similar components as the project 
itself: a schedule, a deadline, and a cost 
estimate. Each work package represents a 
step towards the fulfilment of the project 
goal. Work packages are of big help to the 
project manager because they ensure that 
the given form and schedule for the whole 
project are adhered to. The advantage of 
using work packages is that several smaller 

parts of the project can be implemented 
at the same time by different teams. Each 
team works on their own task, or package, 
and eventually the packages are added 
together. Each package is then inspected 
by a supervisor or team leader. 

Budget
A cost estimate is a process which 
determines financial assets needed to 
complete project activities. A budget is 
based on values of all project elements 
that are known at the given moment. The 
creation of a budget often begins with a 
rough estimate, and as project activities 
move towards the goals, so the accuracy of 
the project estimate increases. Costs are 
determined for all resources in the project 
–from materials, equipment, and services, 
to the infrastructure and labor, which 
means that they include the estimate of 
monetary resources for the completion of 
the project activity.

Revision tasks 
1. How did you understand the term 'project idea'? Explain your understanding!
2. What is a project? What is the purpose of a project? What do you think about the 

importance of a project in the implementation of an idea?
3. What is the purpose of a logical matrix for a project?
4. How do work packages help in planning a project?
5. What is the role of a budget?

Project assignment 
Organize a school fair to include all students at the school; nominate a project manager, 
assistant, and goals; create a logical matrix for the project, an action plan, and a budget.

Key words
Project is an enterprise undertaken in order to create a certain product or service, or to achieve a result.

Logical matrix is a detailed representation of activities (specific actions) in a project which are 
spread out over time, and include financial, time, and cash resources.

Work packages are subsets of activities executed within the framework of implementation of 
the main project goal.

Budget is a cost estimate based on monetary values known at a given time, and include the 
estimate of all that is needed to complete a project activity.
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Project Management  
as a Business Tool

Project Cycle
A project cycle represents the totality of 
all the phases in the project; they mostly 
succeed each other but sometimes they 
overlap. Their names and number are 
determined by the project manager. The 
project cycle provides a basic framework 
for project management. 

Projects differ according to size and 
complexity, but they all have the following 
same basic structure: 

• beginning of the project
• organization and preparation
• implementation of project work
• project close. 

The costs and size of the project team are 
low at the start of a project, and reach 
their highest level as the work progresses, 
and drop suddenly when the project nears 
completion. Similarly, the influence of 
concerned parties, risk, and insecurity are 
highest at the start of the project, and they 
decline with the duration of the project. 

The ability to influence the final 
characteristics of the project product 
without considerably affecting costs is 
highest at the start of the project, and 
declines as the project nears completion. 

The approach to project management 
should be described in the project 
management plan, and the most 

adequate method of implementation isat 
management's discretion.

Project Management
If a conductor wishes to harmonize 
an orchestra, it is necessary that they 
know the potential of each player in the 
orchestra, and the instrument they play. 
Also, during the performance all players 
should follow the same note sheets, while 
the conductor manages the performance 
and is responsible for it. The same holds 
true in business project management.

Managing means giving direction, 
leading, guiding, or in a narrower sense, 
running activities. Project management 
represents the application of knowledge, 
skills, and techniques on all project 
activities in order to meet project 
conditions. It takes place in five process 
phases: 

• starting, 
• planning, 
• execution, 
• monitoring and controlling, and 
• closing. 

The key elements of project management 
are:

• identifying demands, 
• naming different needs, problems, and 
• possible limitations. 

The relation between project management 
elements is such that if one element 
changes, all the others change as well. If, for 
instance, the project implementation time 
frame is shortened, costs are covered so that 
the same amount of work can be completed 
in a shorter period of time while retaining 
its quality. Since it is subject to change, the 
project management plan is perfected and 
specified in more detail during the life cycle 
of the project. 

In reality, the project manager manages 
three key resources on the project: people, 
time, and monetary assets.

Human Resources 
Management
The project team consists of people who 
have assigned roles and responsibilities 
in implementing the project, and human 
resources management implies processes 
which organize, manage, and run the 
team. Early inclusion and participation 
of team members adds their expertise to 
the planning process, and strengthens 
their commitment to the project. The 
creation of a human resources plan is a 
process of identifying and documenting 
project roles, responsibilities, and required 
skills, and hierarchy, as well as creating 
a plan to manage this team. In this form 
of management the most important 
element is the project team, which 
needs to continually work on improving 
abilities, cooperation, and the overall team 
environment in order to enhance the 
project's efficiency.

Do you agree with the statement that a 
good manager does not make many decisions, 
only the important one? Shape your for and 
against arguments for this thesis.

Managing a project means managing a team

Imagine that you are conducting a large orchestra. What do you need to pay attention to given the 
large number of instruments?
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Project Time 
Management
Time management includes processes 
that are necessary in order to complete 
the project in a timely manner, and all 
these processes are interconnected. In 
this form of management it is important 
to define activities, or actions that need 
to be done in order to achieve the project 
goals, and determine the succession 
of these activities. It is also important 
to determine the type and amount 
of materials, people, equipment, and 
tools necessary to successfully execute 
activities, and the time period required 
for their completion. The creation of a 
timetable allows for the analysis of the 
succession of activities, the definition of 
the time frame for each of these activities, 
and the constant monitoring of the project 
status with regard to the timetable. 

Controlling Project 
Costs
Cost control is important for the 
tracking of all segments created due 
to a change in the originally approved 
budget. It allows for a timely response to 
changes, and the management thereof in 
accordance with the course of the project. 
Cost management also ensures that 
consumption costs do not exceedallotted 
assets per period, or total project assets.

Communication 
Management
Communication management includes 
processes which are necessary to ensure 
timely and adequate creation, collection, 
distribution, storage, and complete 
disposal of project information. Project 
managers spend most of their time 

communicating with team members and 
other concerned parties on the project.

Identifying concerned parties boils down 
to identifying all people and organizations 
affected by the project, and documenting 
information that pertains to their interests 
and their influence on the success of the 
project. This information is available to 
concerned parties on the project, and the 
communication process itself satisfies the 
needs of all parties and creates space for all 
questions that may arise. Communication 
includes the efficiency report, or project 
status, progress measurement, and 
prognosis.

Project Quality 
Management
The project needs to satisfy the needs 
for which it was started, which is why 
project quality management matters. 
Managing the project also addresses 
constant improvement of processes, and 
monitoring project needs.

Are you ready to accept risks inherent to project 
challenges? List a few situations from your life in 
which you had to accept risks. How many of these 
accepted risks had positive outcomes, and how many 
had negative outcomes for you?

Project Risk 
Management
It is very important to be prepared 
for all possible risks. Project risk 
management includes processes 
of risk management planning, risk 
identification and analysis, output 
planning, and project supervision 
and control. The aim of risk 
managements is to increase the 
probability and effect of positive 
events, and decrease the probability 
and effect of negative events on the 
project.

The Project Manager's 
Role
A project manager is the person 
nominated by the organization 
implementing the project with the aim of 

achieving project goals. The competencies 
required in a manager are knowledge 
about project management, and efficiency 
(what the manager can achieve by applying 
their knowledge and personality, as well 
as the manager's behavior and approach 
to implementing project activities). The 
manager is the person that the whole team 
should trust, and who has the ability to 
motivate, control, and lead individuals as 
well as groups.

A good leader inspires others by believing in himself, but a 
great leader inspires others by believing in them. 
 — Thomas Jefferson, američki predsjednik

Revision tasks 
1. Explain the life cycle of a project.
2. What does it mean to manage a project?Why is human resources management important?
3. If you were to engage a manager on your own project, what kind of knowledge and skills 

should they possess? Make a list of this knowledge and skills, and determine their priority 
in terms of your project goals. 

Project assignment 
Organize a school sports competition, contact local sports teams, associations, and players 
in order to have a good competition. Assemble project teams and assign them roles in the 
project. Elaborate the project in cycles.

Key words
Project cycle provides a basic framework for project management. It is the totality of all 
phases of the project which succeed one another and sometimes overlap.

To manage means to give direction, lead, guide, and in a narrower sense, run activities by 
applying knowledge, skills, and techniques to all project activities necessary to meet project 
conditions.

Project manager is the person nominated by the organization implementing the project with 
the aim of achieving project goals.
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Chapter Four
From Project to 
Company
It is natural, and clearly proven by philosopher's authority, that 
in his relation to things he manages – if he wants to be a good 
manager – man must first think and sort out his thoughts, so that 
later on, when he gets to work, it will become apparent that inner 
contemplation preceded outside action.

Benedikt Kotruljević,  
15th-century merchant and economist from Dubrovnik



The Company

The Term 'Company' 
Besides an idea and production input, 
every entrepreneurial venture requires 
entrepreneurial initiative – the desire 
to change the status quo (impulse 
development), which is sustained by new 
ideas, information, continual learning, and 
the search for the new and the unknown. 
According to Peter Drucker, the traits 
of entrepreneurial behavior consist of 
spotting good opportunities, innovating 
for the present (innovations should 
be purposeful), continually searching 
for challenges, and doing business in 
conditions of uncertainty and risk.

Every entrepreneurial action in areas 
of production, commercial activities 
or service industry must be shaped 
in the form of an organization. So, if 
an entrepreneur wants to realize their 

creative ambitions, and act on the market, 
they must found their own organization, 
or legal entity. A legal entity is created by 
approval of a competent authority, and is 
terminated if that approval is revoked; it 
is an independent economic organization 
with legal and active ability which creates 
value, and has value. A craft business and 
a company are examples of legal entities. 
As a legal subject, a legal entity has legal 
ability, which means that it is a participant 
in legal relations, and bearer of rights and 
obligations in legal transactions (social 
relations regulated by legislation: the 
Constitution, laws and other subordinate 
acts, such as regulations, instructions, 
etc.). A natural person is a human being, 
an individual; created at birth, it ceases to 
exist in the moment of death. 

The term organization can be interpreted 
via the noun organization, and the verb 

Failure is success if we learn from it.
— Malcolm Forbes, successful American entrepreneur and Forbes magazine publisher

Think about Forbes' statement, and comment on your own experience of turning failure into success. 

to organize. If the term organizing is 
seen as an activity, then it is conscious 
human agency performed by an individual 
or a group. Used as a noun, the term 
organization represents a conscious 
association of people who want to achieve 
set goals via an institution with the least 
possible effort. In that sense, there are 
for instance educational, health, cultural, 
economic, and other organizations in 
which people are organized to as to do 
their work and achieve goals in the 
best possible way. Organization as 
institution is comprised of people, 
goals, activities, rules, structure, 
management, assets required to work, 
and space and time in which to work.

Firm is the name under which a 
business organization (craft business or 
company) does business, and it is a sign 
of recognition on the market between 
other business organizations. A firm must 
contain the name of the craft business/
company, indication of business activity, 
indication of type of company, and be 
entered into the trade register (public 
register kept by the competent court 
containing details of all legal entities 
acting as tradespeople). Fashion Owl LLC, 
for instance, acts under this name and is 
different from other participants in legal 
transactions; it has rights and obligations 
arising from business relations.

Choosing a name is neither simple nor 
easy; the name needs to be recognizable, 
catchy, and simple. The firm/business 
name is associated with the reputation 
of the entrepreneur running it, and this 
reputation is acquired through how 
they behave in every aspect of their 
environment: in relations with business 
partners, sales of products/services, 
management of the business organization, 
compliance with obligations towards 

employees, the state, etc. The procedure of 
founding a company in Croatia can be seen 
on the HITRO.HR service at www.hitro.hr, 
where each step is simply described as a 
guidepost for new entrepreneurs. 

Organizational 
and Legal Forms 
of Entrepreneurial 
Venture 
The most common types of legal entities 
are craft businesses, and companies. A 
craft business is intended for independent 
and long-term entrepreneurial activities 
in which mostly only one person 
or a few people are involved. Craft 
businesses are also very often called craft 
entrepreneurship. A craft entrepreneur 
must obtain a trade license issued by the 
competent county office, and they can 
only do the craft for which the license was 
issued. All craft businesses are entered 
into the craft register. You can find out 
more about craft business in the Crafts 
Act or on the webpages of the Croatian 
Chamber of Crafts, and of the Ministry of 
Entrepreneurship and Crafts. A company 
can be an association of venture capital and 
an association of partners; it is intended 
to carry out the business the association 
engages in, and it usually includes a larger 
number of people.According to Croatian 
legislation, joint-stock companies and 

What would be the name of your company, a 
nd what would it do?
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limited liability companies can be 
formed as venture capital associations. 
Typically in these companies association 
members are only liable for the 
obligations of the company's assets, while 
their personal assets are protected. The 
basic amount of share capital required 
to found a company is determined by 
law, the founder can be one or more 
persons, and the company is governed 
by its bodies. Public companies and 
limited partnership companies are formed 
as associations of partners, where 
typically the liability for the company's 
obligations rests with the company's 
assets as well as with members' personal 
assets. The minimal amount of share 
capital is not determined by law, and 
members are associated on the basis of 
trust, reliability, expert skills, experience, 
etc. Two or more persons are required to 
found the association, and it is governed 
by association members. Further 
information on companies can be found 
in the Companies Act.

Business Organization 
Structure
Depending on the business activity of 
their company, entrepreneurs will choose 
an adequate organizational structure. 
A successful structuring includes the 
following elements: 

• determination and classification of 
required activities according to the 
National Classification of Activities, 
whereby a company can register as, for 

instance, a children's clothing manufacturer 
and seller

• grouping of business activities required to 
achieve goals – similar business activities are 
organized according to function/department, 
while a good interconnection and logical 
sequence of functions/departments need to 
dominate the business space, so that time is 
saved on inner transport of raw materials, 
components, and finished products, mail and 
documentation distribution, etc.

• assigning each group of business 
activities to an individual manager who 
runs the function/department; for instance, 
production is assigned to the production 
manager.

The structure of a business organization/
company needs to create an environment 
in which present and future operations of 
individuals will most effectively contribute 
to group goals. During operation, periods 
of crisis may arise, which can be accepted 
as opportunities for change. At such times 
it is possible to introduce changes to the 
business organization structure with a view to 
enhancing functionality and stability. Finding 
a good solution represents a challenge for the 
management. It is important to know the 
direction in which the business organization 
is going, and ways to achieve desired goals 
(determined by vision, mission, goals, and 
strategy).

The Most Common 
Organizational Structures 
Linear – each business function has an 
independent organizational unit; all are equally 
overseen by a superior managerial function 

(representing the company's 
management); authority is 
delegated in a linear way, from the 
top down, which is why it is called 
'linear.' 

Divisional – used by big business 
organizations with several 
different product lines so as 
to establish optimal business 
supervision. A division represents 
a group of related products 
which share some common 
characteristics, similar purpose or 
common market. Management is adapted 
to needs for harmonizing activities and 
tasks in the production and sales of a 
group of related products (single division), 
so that both the organizational units as 
well as managerial authority are divided 
according to this criterion. Shown below 
are two business functions as independent 
organizational units, while all the others 
(production, sales, accounting, and 
human resources) are equally included 
in each division that performs them 
independently.

Project organization can be formed to 
perform a project task of limited duration 
done by a team of people. It is possible 
to extract from the existing business 
organization a part of its activities for this 
purpose, such as those related to building 
ventures, forming new types of products, 
conducting new scientific research within 
the organization, introducing an IT system 
into the organization, etc.

Company Environment 
A business organization/company operates 
within a wider social community, so for 
entrepreneurs to successfully prepare their 
business, they need to assess realistically 
all elements that might affect their 

success. Society provides a legal framework 
and protection to a business organization, 
and in return it charges taxes. Company 
environment is made up of all factors outside 
of the business organization which directly or 
indirectly influence its behavior. 

Certain segments of a company’s environment 
are usually seen as:

• legal, including legislation, and rule of law 
(level of rights enjoyed by citizens, etc.) 

• political, indicating the type of authoritarian 
or democratic system with regards to ensuring 
freedom in developing political ideas, approach 
to company management, etc.

• social, including demographic movements, 
social changes, health and education system, 
culture, tradition/heritage, which determine 
the way of life

• economic and technological, including 
economic stability, growth and 
competitiveness; input, technology, and 
know-how availability; the possibility to apply 
technology depending on social development 
level, et al.

The stability of the legal and political 
environment is very significant in long-term 
entrepreneurial operations which must 
be carefully planned but also ensure quick 
adaptation to newly emerging situations. 
For example, frequent changes in legislation 

Graphic representation of a linear 
organization

Graphic representation of a divisional organization
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• Production
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related to public procurement tenders are 
not good, because the entrepreneur needs 
to spend a lot of time assembling and 
filling out new forms and preparing the 
documentation, incurs increased costs (if 
the procedure is more complicated than 
before), etc.

Flow of 
Documentation 
in Business 
Communication
A company communicates with its 
environment in different ways. For 
instance, a buyer can talk about their 
experiences consuming a product or 
using a service to their friends and 
family, thus spreading the word about 
a company. Just as it is important for a 
company to be spoken of well because this 
builds its reputation, it is also important 
to pay attention to written business 
communication, which is often the first 
form of contact with business partners. A 
company presents itself and its employees 
by using standard language, adequate 
style, correct and precise terminology, and 
visually neat written formats. This shows 
the company’s organization, culture and 
professionalism, and thus written business 
communication affects business success. 

During the company’s existence it is 
necessary for each of its business processes 
to be documented, so written business 
correspondence needs to be sorted 
according to priority, and places/offices 
where certain documents are prepared/
received need to be established, as well as 
the way these documents will be recorded 
and filed. In this sense any business 
documentation entering the company is 
called incoming documentation. It needs 
to be logged into an incoming document 
register, while some written documents, 
according to priority, need to be entered 
into the central registration log (register 
listing every business document by class or 
type of subject and logging number, or the 
number of the person who will be handling 
the file, and ordinal number under this 
subject).

Outgoingare all those business documents 
which go out of the company, and are 
logged into the outgoing document 
register or central registration log, 
depending on importance. If, for instance, 
a company agreed to purchase raw 
materials from a supplier and received an 
agreement to sign, the agreement needs to 
be logged into the central registration log 
as incoming mail; after being signed, the 
agreement is sent back to the supplier and 
logged as outgoing mail. Written business 
documents can be originals or copies 
(photocopied copies) that sometimes need 
to be notarized in order to verify their 
authenticity.

During the company’s existence it is 
necessary for each of its business processes 
to be documented, so written business 
correspondence needs to be sorted 
according to priority, and places/offices 
where certain documents are prepared/
received need to be established, as well as 
the way these documents will be recorded 

and filed. In this sense any business 
documentation entering the company is 
called incoming documentation. It needs 
to be logged into an incoming document 
register, while some written documents, 
according to priority, need to be entered 
into the central registration log (register 
listing every business document by class 
or type of subject and logging number, 
or the number of the person who will be 
handling the file, and ordinal number 
under this subject).

Outgoingare all those business documents 
which go out of the company, and are 
logged into the outgoing document 
register or central registration log, 
depending on importance. If, for instance, 
a company agreed to purchase raw 
materials from a supplier and received an 

Written business communication leaves a 
trail; in other words, every written document 
carries legal ramifications, which requires a 
high level of general and IT literacy on the 
part of the employees drafting it.

Written business documents are also sorted 
by accessibility, as documents for internal 
use, regular documents, classified (secret) and 
highly classified (top secret) documents, and 
documents containing state secrets.

1. Buyer sends an inquiry/request for quotation (business document which allows the 
potential buyer to gather all necessary information about the product/service) to sellers on 
at least three addresses. 

2. Sellers send an offer (business document marking first contact with a potential buyer in 
which the quality of the product/service needs to be convincingly documented, as well as 
the possibility to satisfy all the requirements from the buyer’s inquiry/tender)to the buyer.

3. Buyer gathers different sellers’ offers, analyzes them, and chooses the most 
advantageous one, creates a purchase order (written document ordering the goods), and 
sends it to the seller.  

4. Seller confirms the order, issues a delivery order to their warehouse, and delivers the 
goods to the buyer with a dispatch (documentwhich serves as a basis for the seller/supplier 
to issue products/goods from their warehouse and send it to the buyer). 

5. Buyer verifies that the delivered goods correspond to the dispatch, confirms receipt 
(by signing and stamping it), and returns a copy of the receipt to the seller; places the 
received goods into the warehouse so that the warehouse manager takes over the goods 
and issues a warehouse receipt (if the goods are issued out of the warehouse, the manager 
prepares a dispatch note as proof that the goods have been taken out of the warehouse).

6. Seller prepares an invoice, logs it into the outgoing invoices register, and sends it to the 
buyer.

7. Buyer receives the invoice, logs it into the incoming invoice register, performs the 
payment to the seller via payment order, and presents the payment order to a commercial 
bank.

8. Commercial bank receives the payment order from the buyer, and performs the 
following transaction: it transfers the amount from the buyers’ to the seller’s gyro account, 
and informs both parties thereof via bank statement.

9. Buyer and seller receive bank statements (sent by the commercial bank) as proof of 
business transaction.

agreement to sign, the agreement needs to 
be logged into the central registration log 
as incoming mail; after being signed, the 
agreement is sent back to the supplier and 
logged as outgoing mail. Written business 
documents can be originals or copies 
(photocopied copies) that sometimes need 
to be notarized in order to verify their 
authenticity.



Revision tasks 
1. What are the elements of the name under which a business organization/company 

operates?
2. What are the important elements in the structuring of a business organization? Explain 

them. 
3. What are the elements of a business organization’s environment? Explain each.
4. What are the characteristics of associations of venture capital, and associations of 

partners?
5. Which documents in a business transaction are sent by the buyer to the seller? 
6. Which documents in a business transaction are sent by the seller to the buyer?

Project assignment 
Explain the allegorical meaning of the Chinese proverb A mountain will be moved only by one 
who moved pebbles at the beginning using the example of an entrepreneurial venture from 
real business practice that you are familiar with.

 

Key words
Legal entity is created by approval of a competent authority, and is terminated if that approval is 
revoked;it has legal ability, which means that it is a participant in legal relations, and bearer of rights 
and obligations in legal transactions.

Natural person is a human being, an individual; created at birth, it ceases to exist in the moment of 
death.

Company is the name under which a business organization (craft business or firm) does business, and 
it is a sign of recognition on the market between other business organizations.

Craft business is a type of legal entity that is intended for independent and long-term entrepreneurial 
activities in which mostly only one person or a few people are involved.

Company is a legal entity that can be an association of venture capital and an association of partners; 
it is intended to carry out the business the association engages in, and it usually includes a larger 
number of people. Venture capital associations can be joint-stock companies and limited liability 
companies, while associations of partners can be public companies and limited partnership companies.

Debtor is the buyer of a given product/service, while the creditor is the supplier delivering the 
product/service.







Entrepreneur’s Management 
Skills in a Company

Management
Our every action in private and business 
life implies the right coordination of 
activities, also known as management. 
Regardless of whether we are preparing 
to study so we can achieve better success 
at school, or we are organizing the sales 
process in a company, it is required that 
we:  

• set our goals correctly
• use available resources effectively 

(financial assets, know-how and skills, 
equipment, et al.)

• clearly establish tasks
• define obligations and 

responsibilities arising from their 
fulfilment 

• determine the duration of activities

Management skills in everyday life activities are extremely important. Are you aware of all the times 
you found yourself in a situation where you had to carefully coordinate, or manage, your activities? 

Imagine yourself in the following situation: you’ve realized that you need to start changing your 
habits if you want to achieve better success at school in the second semester. The achievement of 
this goal will require a good coordination of your activities. Daily study sessions have not been 
going well so far. You have often postponed them because you did not have enough time. The 
problem of postponing planned activities comes up for a large number of people. Your efficiency, 
and theachievement of your goal, depend first and foremost on a firm decision, and its consistent 
implementation. It is important to assess very well the situation you find yourself in, and the 
resources you have at your disposal; for instance, how much time do you have left, and will it be 
enough to achieve the success you want; are your free-time activities a burden at the moment; which 
part of the day is best for you to study; do you have adequate space; can you study by yourself or do 
you need help, etc. How would you organize your study sessions, and manage the implementation of 
your study plan?
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The essence of management for every 
entrepreneur is to achieve efficiency, 
or the setting and accomplishment of 
organizational goals using minimal 
resources. It is also important to achieve 
personal satisfaction and affirmation of 
personal values in society. This is actually 
what every person strives for, so they try 
to find a job that will most fulfill them, 
and help with the affirmation of innate 
potential and interests while also securing 
material gain.

Given the increasingly fast dynamics of 
market, technological, economic, and 
cultural changes, entrepreneurs must 
continually fight to survive and develop. 
In order for the adaptations to be more 
successful, it is important to know how 
to raise the interest of all employees in 
accepting changes, and joining in their 
implementation. Entrepreneurs can 
get the maximum results out of their 
employees if they realize that the work 
the employees are doing actually matters 
to them. Entrepreneurs need to show 
them that they are interested in them 
personally, that they value them and 
their work. In order to achieve a degree 
of systematicity and order in their line of 
work, entrepreneurs:

• plan – set goal and ways (strategies) of 
achieving them

• organize – clearly determine work 
tasks, and define obligations, powers, 

and responsibilities arising from their 
implementation 

• lead and motivate people – encourage 
employees to achieve certain goals and 
tasks through the correct application 
of know-how, abilities, and skills, affect 
their motivation, manage interpersonal 
relations, et al.

• manage human resources – plan for 
and acquire adequate human resources, 
care for the training and professional 
development of employees 

• supervise – monitor, check, and assess 
decisions, completed procedures, and 
achieved results in terms of set goals, 
and in case of departure from them, 
initiate their timely correction.

Entrepreneur’s 
Management Skills
The character of entrepreneurial work 
is changeable by duration, repeatability, 
and unexpectedness. Entrepreneurs face 
many different activities every day, which 
they mostly perform indefatigably, such 
as addressing the needs of their product’s 
market, raw materials supply, employing 
new people, and invoicing. Sometimes 
these activities can be subsumed under 
the previously stated functions, and 
sometimes not. Entrepreneurs decide 
which activities take priority, gather 
necessary information in order to analyze 
current events, react to new situations 
and problems, and respond to demands 
and needs set by others. Successful 
management and goal achievement 
despite unavoidable pressures therefore 
requires an adequate combination of 
know-how, skills, and desires. By ‘know-
how,’ we mean what needs to be done and 
why; ‘skills’ is how to do it, and ‘desire’ 
is the motivation to do something.For 
instance, one of the goals may be to 

establish good communication between 
co-workers that will result in a positive 
work atmosphere at the company. 
Entrepreneurs can be ineffective in 
relation to their co-workers because they 
keep telling them what they think but 
never really listen to them. If they do 
not understand the correct principles of 
interpersonal relations, maybe they do 
not know to listen. If they know to listen 
to achieve good communication, then 
maybe they do not possess the necessary 
skill – they do not know how to listen 
well to others.Knowing to listen and 
how to listen, however, is not enough to 
achieve goals if the entrepreneur does 
not really want to.The more adjusted the 
combination, the greater the success of 
the entrepreneur. 

If we take into consideration all the 
management skills and expertise 
required of an entrepreneur, we can 
divide them in the following way:

Management Skills 
in a Company at the 
Turning Point
A small entrepreneurial organization/
company has a simple structure; its 
defining characteristic is concentrated 
leadership and controlled decision making. 
The entrepreneur who is simultaneously 
owner, founder, and CEO of their company 

has significant effect on the success of its 
business. 

The organization’s growth is a huge challenge 
for any founder-entrepreneur, and it also 
represents a test of their management and 
leadership skills.During its developmental 
phase, a company undergoes change and 
finds itself at the turning point. 

The founder-entrepreneur must gradually 
cede control over the business to other 
co-workers. They can no longer make 
all the decisions by themselves and be 
directly involved in all areas of business 
because the company has simply become 
too big. In that case, the managerial and 
the ownership function are separated. 
The transfer from a centralized decision-
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ACHIEVE
MENT

OF GOALS EFFICIENCY

LIMITED
RESOURCES

DIN
AMIC ENVIRONMENT

Management process in an entrepreneurial organization

Technical 
skills

imply the application of expert know-how which allows for completion of 
certain tasks, and receipt of feedback about their successfulness 

Social skills related to the ability to communicate, motivate others, lead teams, and 
create a positive work environment 

Conceptual or 
strategic skills

closely linked to creating business policies in the organization, viewing the 
organization as a whole and its connection to its environment, coordinating 
available resources, applying adequate strategies, making the right decisions 
in crisis situations, problem solving, et al. 

In your opinion, how much is the creation of a positive 
work environment a reflection of organization 
management skills? Do you agree with the statement 
that a good manager also needs to be a good 
psychologist? How do you interpret it?
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making and supervision system to a 
decentralized on requires the employment 
of professional managers and the 
coordination of their. Managers are 
professional company directors 
appointed directly by the owners 
or by the supervisory boards. They 
are members of the management 
board, or they can run the company 
independently according to goals set 
by owners. A professional manager is 
in charge of a certain area of business, 
such as sales and marketing, and needs 
to possess adequate expertise and 
competencies, as well as predispositions 
to overcome obstacles on the way to 
accomplishing set goals. The success of 
entrepreneurs and managers is measured 
by the same yardstick, and that is the 
business success of the organization, 
venture or company. Managers are 
considered entrepreneurs if they run 
someone else’s business organization 
in the same way that entrepreneurs run 
their own companies. This means that 
a creative approach, innovativeness, 
encouraging new opportunities, and 
openness to market challenges will make 
an entrepreneur out of a manager even 
if they are only paid to run a company at 
someone else’s behest.

Business is much more complex in 
large companies, resulting in a more 
complex organizational structure. A 
deeper hierarchical organization like 
that has several levels of management. 
Management positions differ from 
one another by level of management, 
and each level entitles the manager 
to certain obligations, powers, 
responsibilities, expertise, and skills. We 
can thus distinguish the following types 
of managers: top, middle, and lower 
managers.

A top manager is the manager at the highest 
hierarchical level responsible for the overall 
success of the business, which means that 
they not only shape business policies, but 
also change them in accordance with changes 
on the market. The basic responsibility of 
this manager lies in setting goals, defining 
strategies for the achievement of those goals, 
and making decisions that affect the company 
as a whole. Top managers care about the 
future of the organization, have a vision, 
and try to keep pace with rapid changes in 
their environment. They spend a lot of time 
communicating with the middle management, 
also known as professional managers.

A middle manager is positioned at the middle 
level of the organizational hierarchy, and is 
responsible for the activities of one of the 
departments in the company, coordinating 
the business process within an organizational 
unit (e.g. procurement department). They fit 
their operations into the overall strategy and 
are oriented towards the nearer future, which 
is why they answer to the top manager for the 
process of turning goals into concrete tasks. In 
order for this process to proceed undisturbed, 
good communication with lower management 
is also crucial.

A lower manageris mostly the director/officer 
focused on efficient task execution who makes 
decisions within the sphere of their operational 
tasks (e.g. task assignment, task monitoring 
and execution), and in accordance with daily, 
weekly, and monthly plans.Their job is to help 
workers perfect their skills so that each of them 
can harmonize their contributions to their 
organizational unit’s goals. 

Managers operate in dynamic conditions 
with increasingly fierce competition, so 
it is crucial that they continually train 
their know-how and skills. Each level of 
management requires a certain skillset. 
Thus technical skills dominate the lowest 
levels of management. Social skills ae 
equally important on all levels, but 
changes occur as to their content. On 
lower management levels the ability to 
manage people within certain groups/
departments is what counts, while 
higher levels require the ability to 
harmonize opinions of experts from 
all departments, and interconnect 
them. The importance of conceptual 
or strategic skills rises with the 
management level, being most required 
in top managers.

TOP 
  MANAGEMENT

MIDDLE
   MANAGEMENT

LOVER, OPERATIONAL

MANAGEMENT

Management levels in a company at the turning point 

Revision tasks 
1. Explain the essence of entrepreneurial management.
2. Name and explain managerial functions performed by the entrepreneur in order to achieve 

systematicity and order.
3. Determine powers, responsibilities, and activities for each management level, and their 

corresponding skillset.
4. In your opinion, to what extent does each management level spend time on certain process 

functions?

Project assignment 
Together with a few other students you have decided to start a toy collection initiative 
in your school, and take the collected toys to an orphanage. Illustrate this humanitarian 
action by applying management process activities: set your goals correctly, make efficient 
use of available resources (financial assets, expertise and skills, equipment, et al.), clearly 
define participants’ tasks, define obligations and responsibilities arising from their 
implementation, and determine the duration of activities.

Key words
Management is a group of business functions (planning, organization, leadership, human 
resources management, and supervision) whose purpose is the rational use of available input 
to achieve pre-determined goals. 

Management skills include technical (e.g. application of expert know-how), social(e.g. ability 
to lead teams), and conceptual or strategic skills (e.g. coordination of available resources).

Manager is the administrator, director, boss, entrepreneur; manager running the company; 
member of the management board who owns the whole company or part of it. We distinguish 
between top, middle, and lower managers.







Divide the following managerial tasks according 
to management level: correct decision making 
with a view to solving problems, equipment 
repair or maintenance, motivating co-workers, 
general technical and IT know-how, ability to 
form teams,design of development plans for the 
organization as a whole, knowledge of the market and 
spotting new business opportunities, establishing 
the norm for product manufacture, determiningthe 
amount and type of products planned for production 
and sales.
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Teamwork Skills

In each organization the key element 
is the person, because without it no 
work activity can be done. It is therefore 
necessary when taking into consideration 
the required production input for the 
launching of every entrepreneurial activity 
to pay particular attention to employees 
– human resources. Employers, 
entrepreneurs or owners who wish to 
do successful business must achieve 
employee satisfaction in the workplace. 
In this sense it is necessary to adjust 
organizational needs with the employees’ 
personal needs, and create a positive work 
environment, which is the manager’s 
responsibility.

The work environment in an organization 

A boat doesn’t go forward if each one is rowing their way — Swahili proverb

Study the organization of the building of an Egyptian pyramid or the functioning of a ship’s crew. 
Single out a few characteristics of such work on a common project/job, and write them down at the 
end of the text on teamwork. Check if the characteristics you singled out have the traits of teamwork. 

also affects the creation of its image, so it 
is very important to foster trust between 
employers within the organization, as well 
as in the organization’s communication 
with its environment (with all the 
stakeholders, such as buyers, suppliers, 
competition, etc.). The trust of the 
organization in communication with its 
environment is reflected in the employee’s 
expertise, technology/techniques 
used in work, and in the attitudes and 
opinions the organization endorses(social 
responsibility). In order to increase trust, 
cooperation, and understanding between 
employees, and raise their interest in the 
work they do, managers may form teams 
to perform certain tasks. Team members 
who act in unison influence each other to 

be creative, to achieve set tasks, to solve 
new and unfamiliar situations/tasks, etc. 
Besides trust, successful communication 
is also needed for successful teamwork. 
This means that the sender and receiver 
of a message give each other feedback 
which allows for the conclusion whether 
the sent message was interpreted the 
way the sender intended. If teamwork 
fosters such communication and trust, 
the possibility decreases of having crisis 
situations in the organization, as these can 
lead to bad work performance, which in 
turn can lead to employee alienation, and 
feelings of dissatisfaction, helplessness, 
and irrelevance – in short, to the creation 
of a generally bad work environment. 
The role of the manager is therefore very 
important because in selecting adequate 
people for certain team tasks they 
enhance cooperation and help develop 
good interpersonal relations between 
employees. All of the above influences the 
organization’s image – a positive image 
is fostered about the organization’s 
business and organizational structure.

Team as a term is interpreted in 
several ways, but we will describe 
it as a smaller group of people with 
complementary expertise and skills 
working together to achieve a goal 
for which they consider themselves 
mutually responsible. The inclusion of all 
employees is important in teamwork, so 
that everyone understands their personal 
obligations and responsibilities for 
personal behavior as well as the work they 
have undertaken to do. Every person has 
certain expertise and skills (competencies), 
it only takes recognizing who is the most 
capable person for each task. The person 
and the task/job therefore need to be 
“harmonized,” or in other words, the 
right person has to be placed in the right 
position. From 3 to up to 20 people can be 

gathered in a team over a common project, 
but the optimal number (according 
to some authors) is 5 to 12 members. 
Teamwork is not a new idea: people have 
always gathered around certain jobs, and 
cooperation was often crucial in the fight 
to survive.  

These days, team building activities are 
often organized in order to encourage 
team spirit. They advocate a work culture 
based on cooperation, thinking, planning, 
and timely decision making. Team building 
programs mostly include different creative 
physical and mental activities out in the 
open in the form of sports activities such 
as archery, cycling, rafting, running, et al. 
In this way team members learn together 
achieving success, playing, and having 
fun; they improve their communication, 
the feelings of belonging and trust in 
the team; create an open and relaxed 
atmosphere, and develop the team spirit in 
a work environment.

In your opinion, what are the advantages and 
disadvantages of teamwork compared to individual 
work?
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A team is often compared to a workgroup, 
but it is in their differences that the 
advantages of teamwork come into play. 

Teamwork contributes to strengthening 
self-respect, and encourages each team 
member’s need for self-affirmation, which 
leads to personal and professional growth 
and development. Each team member:

• Is equally worth, and the leader is first 
among equals

• understands well common goals, accepts 
them, and believes in them 

• participates in the planning of common 
jobs/tasks, in deciding on individual 
rights and obligations, and in the 
implementation of the task and 
team success monitoring 

• selflessly invests all their energy 
and know-how in the achievement 
of common goals 

• is filled with ideas, and freely 
shows initiative.

Teamwork can be used to develop 
innovations and human resources, which 
would secure the company’s growth and 

Recall or observe how long it takes one member of 
your family to, for instance, do the weekly cleaning of 
your home. Name jobs in which other family members 
can participate, thereby reducing the time and energy 
spent by one person. Talk to your classmates about 
ways that chores are divided in your families. What are 
your conclusions, and does this kind of behavior display 
elements of teamwork?

Revision tasks 
1. What is the role of the manager in encouraging trust and cooperation between the 

employees of an organization? 
2. How is the term ‘team’ described, and what is the optimal number of members? Explain 

your answer!
3. Why is teamwork the source of creativity in an organization? 
4. What isteam buildingand what is its purpose?
5. In your opinion, what would be the most important personality trait of each team member 

for their successful participation in the team? Explain. 

Project assignment 
Divide into teams of five members each, and nominate team leaders. Each team needs to 
choose an activity from your school’s curriculum which will be your team task. Within the 
framework of your chosen activity, apply the know-how and skills you have acquired so far 
to elaborate on the activity itself, and assign tasks. Design an activity implementation plan 
that clearly shows individual roles in the team. Your plan should include a one-day team 
building program whose contents you need to define. Do the task as a group, and present 
the final results to the teacher either in the form of an essay, or make a presentation.  

Key words
Team is a smaller group of people with complementary expertise and skills working together 
to achieve a goal for which they consider themselves mutually responsible.

Human resources represent the totality of psychophysical abilities at a business organization’s 
disposal, and it depends on investments in people. They can be used to achieve business goals; 
human resources are part of human capital, comprised of know-how, abilities, and skills of a 
given person.

Team building encompasses activities for the strengthening of team spirit, whereby team 
members learn together achieving success, playing, and having fun.







workgroup team
commitment to the completion of own 
task

commitment to the realization of a common 
goal, open and constructive communication, 
cooperation and mutual assistance 

individuals design plans alone, connecting 
only when told to, and taking initiative 
only when it is required of them

voluntary engagement in cooperation, 
solidarity, complementation, compatibility; 
everyone participates in the planning and 
setting of goals 

members in hierarchical relation, the boss 
is the leader 

equal position of members, leader is co-worker 
and trainer, the first among equals 

motivation underscored by salary and 
perks 

strong motivation to work, and achieve 
common results and status together

members connect only when the task 
requires it 

members selflessly invest energy and know-
how in the accomplishment of common goals 

progress / common achievements are not 
evaluated – no sense of community

team pride in achieved goals of every individual 
as well as of common team goals 

no need for training felt – it serves no 
one’s interest

enthusiasm and passion, continual 
development of own potential; each member 
of the team continually learns and selflessly 
transfers information to others 

development. In that sense, management 
is responsible for developing teamwork 
culture that positively affects the 
organization’s business.
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Lawof Supply and 
Demand
If demand for goods on the market 
increases, their prices will fall, or 
conversely, demand will fall when the 
prices begin to rise (assuming all other 
market conditions remain unchanged). 
When the price of goods on the market 

rises, suppliers are ready to offer higher 
quantities of those goods at higher prices, 
and conversely, lesser quantities of goods 
at lower prices (assuming all other market 
conditions remain unchanged). The 
operation of the law of supply and demand, 
or in other words, the operation of the free 
market is depicted in the following story.

Franka and Ana’s Hair Antics
When Franka graduated high school, she started her own business: she raised a loan, added her savings, and 
purchased the equipment for a hair salon that she set up in her father’s garage. She advertised her business 
through friends and neighbors, and soon the first customers from the neighborhood began to arrive. Three 
other hair salons were operating in the neighborhood at the same time.

Most people already had their own hairdressers, but out of curiosity, some visited Franka’s salon. Franka tried 
hard with her business, but her prices were too high. She thought she would make a lot of money fast that 
way. Since she was not very experienced, she did not do her job well, so some customers returned to have 
their hair retooled. Some customers also complained about getting the job done elsewhere for less money and 
better work.

Franka soon realized she needed to bring her prices down, so some customers returned. In order to keep her 
business, she needed to work just as well as the other hairdressers in town.

Franka was not satisfied because she was not making as much money as she wanted to.

She concluded that something needed to be changed. She talked to her friend Ana, a dermatologist, who 
offered her a free service of scalp and hair health examination. They agreed to work together so that each 
customer besides getting their hair done would also get a free scalp and hair health examination, and advice 
on how to solve existing problems.

Franka and Ana worked hard, and the results came. Customers were satisfied, and their numbers grew every 
day.

Franka hired Ana and they became partners. Given the rise in demand for their services, they concluded they 
could charge more than their competition because their business offered more than the other hair salons.

They soon moved to a new, modern hair salon.

Word of their business spread through town, so the number of customers grew exponentially.

Franka and Ana named their business “Franka and Ana’s Hair Antics,” and had it specially advertised in 
the city’s newspapers. Today their hair salon is the most successful one in town, and they dominate the 
hairdressing market so that their business dictates market conditions for other (small) competitors (who were 
pushed into the smaller segment of the market).

1. Explain how you can conclude that Franka’s business grew in a competitive market.
2. What happened to Franka when she was doing her business badly – how did the competition affect her?
3. Which idea helped Franka, and what did she do?
4. Explain the position of the company Franka and Ana’s Hair Antics on the market of hairdressing services.

Free Market Activities 
in Market Economy 
Conditions

Free markets are 
characteristic of countries 
with a market economy. A 
well-organized economic 
system forms the basis for 
free market activities. A 
market is the economic 
space where supply 
and demand drive the 
exchange of goods and 
price determination (in 
accordance with the law of 
supply and demand). 

You are free to buy from who is willing to sell; you are free to sell to those who are willing to buy!  
— Jean-Baptiste Say, 19th century French economist

Slobodno djelovanje na tržištu slično je sportskom natjecanju. Što mislite zbog čega?

free market

supply
(amount of goods offered on 

the market at a given price, at 
a given time, at a given place)

demand
(amount of goods in demand 

on the market at a given price, 
at a given time, at a given 

place)

sale purchase

exchange of goods with price determination 
according to the law of supply and demand
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Answers to these questions have opened 
up some new content on the dynamics of 
competitive market activities.

We can conclude that competition exists 
both on the side of supply and on the side 
of demand. Suppliers compete against 
each other to see who will sell more and at 
a higher price, while buyers compete over 
who will buy greater quantities at a lower 
price. In the process of this competition 
the market price is formed in accordance 
with the law of supply and demand.

When the market is so saturated with the 
number of suppliers and buyers that none 
can rise above the others and set their 
prices and sale/purchase conditions, we 
call this a perfectly competitive market. 
It is actually a market equilibrium where 
supply and demand are equalized, which 
means that in such a market supply 
precisely equals demand, and the supply 
price equals the demand price. Seems 
ideal, right?That is why this type of market 
is called a perfectly competitive market.

Equilibrium is a point of market balance 
at which supply equals demand (S = D). 
Franka and Ana were not operating 
in a perfect market. Their activities 
in a competitive market led them to 
the position of being able to form a 
monopolistic competition market. It 
is interesting to note that two opposing 

terms, ‘competition’ and ‘monopoly,’ are 
components of a third term. Monopolistic 
competition is a type of market where 
many producers sell similar products, 
but only one of them stands out by their 
differentiated (enriched) production of 
an additional service and/or quality, thus 
rendering the product different from 
the others (product differentiation). The 
company thus becomes dominant on the 
market, while other small competitors are 
pushed into the smaller segment of the 
market. Product differentiation allows 
for the development of monopolistic 
competition.

Monopolistic competition is a form 
of imperfectly competitive market. 
Imperfect competition also includes other 
types of markets, such as oligopolies, 
oligopsonies, duopolies, and duopsonies. 

In a market situation ruled by 
monopolistic competition, it is possible 
to develop monopolies. A situation 
where one company dominates the whole 
market, or in other words, is the only 
producer of a certain good, but there 
are many buyers, is called a monopoly. 
Monopoly is a type of market that is very 
disadvantageous for buyers because it puts 
the monopolist in a position to act solely 
for their benefit by dictating high prices 
and other terms of sale/purchase.

Observe this graphic representation of a market equilibrium, and state another name for the 
point of equilibrium.

A free market in market economy 
operates on the basis of freedom of 
choice. Due to daily dynamics and 
market conditions changes, the free 
market results in many advantages, but 
it can also produce some shortcomings. 
The most common advantages and 
disadvantages are illustrated in the 
following schematic representations.

Success in market economy has always been, and always 
will be, a matter of ability to create and defend current 
monopoly. Do you agree with this statement by famous 
Swedish manager Jonas Ridderstråle? Support your 
views with arguments. 

Free market advantages:
• Allows the entrepreneur to independently answer the 

following questions: What to produce? How to produce 
it? Produce it for whom?

• Encourages competition
• Eliminates the unsuccessful, and rewards the successful
• Operates on the basis of the law of supply and demand
• Profit is the basic driving motive

Free market 
disadvantages:
• possibility of creating 

a monopoly                                                                                                                            
• unemployment   
• inflation
• pollution

Revision tasks 
1. Compare monopolistic and competitive markets.
2. Do you recognize the activities of monopolistic competition in the story Franka and Ana’s 

Hair Salon Antics? Explain the effects of product differentiation using the story as an 
example.

Project assignment 
Try to recognize types of monopolistic or competitive markets in your city or county. You 
can research the data about market types online or through local institutions. Decide 
whether you want to work alone, in pairs, or in a group.

Key words
Market is the economic space where supply and demand drive the exchange of goods and price 
determinationin accordance with the law of supply and demand.

Supply is the amount of goods offered on the market at a given price, at a given time, and at a given 
place. Demand is the amount of goods in demand on the market at a given price, at a given time, and 
at a given place.

Competition is a contest both on the side of supply and on the side of demand.

Equilibrium is a point of market balance at which supply equals demand.

Monopoly is a situation where there is only one producer of a given good, but many buyers.
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Successful Entrepreneur’s 
Efficacy

Happiness does not enter into a madhouse, and if it does, it is short-lived.
— Benedikt Kotruljević, 15th-century merchant and economist from Dubrovnik)

1. Who represents a successful entrepreneur to you?  
2. In order to answer the preceding question more easily, try to rank the traits of a successful 

entrepreneur on the basis of your own estimate, and according to their priority in realizing 
entrepreneurial success 

traits of a successful entrepreneur rank according to priority
good physical health
fitness
plenty of energy
strong self-confidence
faith
creativity
organization
strong desire to make money
persistence in achieving a goal
developed sense of tolerance
readiness to accept risks
competitive spirit
striving for power and rule

3. Compare your ranking results in a group. What is your conclusion? How do you assess your 
own traits in comparison to the ones stated above?

Efficacy 
In order for a person to become a successful 
entrepreneur, besides the above stated traits 
they also need to efficiently run an efficient 
business. In order to help you understand the 
term efficacy, there follows a simple example.

In order for the entrepreneur to operate 
efficiently, they must use all of their resources 
(input) in the best possible way to reach the 
maximum production result (output).

Being efficient in the production process 
means organizing the production 
according to the principle of incurring 
minimal input costs to achieve maximum 
output results, thereby creating a balance 
between unbounded desires (need), and 
limited possibilities (resources).

Efficacy is successfulness, effectiveness, 
and efficiencyin achieving a goal or 
maximum results in business. It can be 
calculated using two indicators of efficacy 
– productivity and economy.

Two shoemakers work in a shoemaker’s 
workshop on the same type of shoes. The first 
produces two pairs of shoes per day, the second 
produces one pair.

Use this example to think about the following 
questions:

1. Which shoemaker is more efficient, and why?
2. How can you do your job efficiently?
3. What is efficacy, and how do we measure it?

gotov
proizvod

rad
kaptital
zemlja
znanje

Resursi
(input)

Proces
proizvodnje

Rezultat
procesa 
proizvodnje
(output)

Types of efficacy

Technical efficacy:
the ability of a device, machine, factory to 

produce the highest possible amount of 
product using the least possible input costs

measured by productiveness

productivity  =

yearly output 
production

number of workers

measured by economy

economy =
effect

investments

Economic efficacy:
the ratio of produced goods and services to 
the amount of costs as shown by financial 

indicators

Productivity is the quantitative indicator of efficacy. Economy is the financial indicator of efficacy.



Work organization and 
specialization
Good work organization is required 
to achieve good results. In order 
for the entrepreneur to operate 
efficiently in their business, it 
is important to organize work 
assignments according to the 
principle of division of labor and 
specialization. Specializationis training, 
or in other words, acquiring specific 
know-how about an area. So, for instance, 
school teachers have specialized (trained) 
in certain subjects by completing certain 
study courses and required trainings. 
Specialization is a result of labor division 
whereby an individual performs a single 
task within the entire work framework, 
and is trained so well in it that they 
achieve maximum speed, accuracy, and 

quality of work operations. In schools, one teacher 
teaches one school subject, so that the entire 
education of students is compartmentalized 
according to certain educational and learning areas 
for which specialized staff is needed. Division 
of labor is therefore the distribution of different 
activities between individual members of society. 
Labor division in production processes is based on 
organizing workers’ labor in such a way that each 
individual performs a single work task for which 
they are specialized within the entire production 
process framework. 

Revision tasks 
1. How can an entrepreneur become efficient?
2. Explain the connection between efficacy, division of labor, and specialization.
3. What do indicators of efficacy show – productivity or economy? Explain your answer.
4. Describe division of labor and specialization using the example of your favorite bakery. 

Create a map to illustrate your solution to the task.

Project assignment 
A winegrower grows grapes intended for sale and further processing. HRK 150,000 have 
been invested in land preparation, mechanization, work force, and other needs.He has 
employed ten workers in one year. He then produced and sold 15,000 kilos of grapes. The 
selling price was HRK 15 per kilo of grapes.

a) Calculate the winegrower’s productivity and economy.
b) Did the winegrower operate efficiently?
c) What was the annual productivity of a single employee?
d) Explain your answers and results.

Key words
Efficacy is successfulness, effectiveness, and efficiency in achieving a goal or maximum results 
in business. 

Specialization is training, acquiring specific know-how about an area.

Division of labor is the distribution of different activities between individual members of 
society; the individual performs a single task for which they are specialized within the entire 
production process framework, and is trained so well in it that they achieve maximum speed, 
accuracy, and quality of work operations.







The ability to perform several tasks simultaneously, also known 
as multitasking, is highly valued by employers. Do you think 
that multitasking is a pre-condition for greater entrepreneurial 
efficacy? What are the advantages and disadvantages of 
multitasking? Support your answers with arguments.

Product Placement on the 
Market

People no longer buy shoes so that their feet would stay dry and warm. They buy them because they 
make them feel manly, womanly, rough, different, sophisticated, young, alluring, and modern. Shopping 
for shoes has become an exciting event. Our job now is to sell excitement, not just shoes!
— Francis C. Rooney, American diplomat and entrepreneur

Do you agree with Francis C. Rooney’s statement? How do you buy shoes? Support your views with 
arguments. Imagine yourself making a decision about buying a product you often buy. Which emotions in 
that moment motivate you to buy?

Marketing-Oriented 
Company
The goal of a modern, marketing-
oriented company is not to sell 
products or services, but rather to 
educate consumers, and help them 
to reach the decision to buy a certain 
product. This in turn develops 
customer satisfaction and affinity. 
The most successful world companies’ 
current strategy can be condensed 
into one concrete goal: The customer 
needs to be thrilled!

Customers are at the top of the business 
priorities pyramid, and everything is 
subordinated to them, which conforms to the 
operations of a marketing-oriented company. A 
company with this kind of orientation quickly 
spots changes in a dynamic environment, 
adapts to them, and uses them as a good 
opportunity for a new business venture. 
Changes are becoming more dynamic and 
rapid, customers come first, and are ever more 
demanding, while competition is increasing 
and becoming global. 

A company implementing a marketing concept 
researches the market, looks into consumer 
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needs, and tries to adapt its offer to the 
target market better than the competition 
does. Such companies adhere to the 
following principle: Find a wish and fulfil 
it, spot a need and satisfy it with a tangible 
solution. At the end, the main goal is 
to satisfy consumer needs by using a 
specific product or service. A satisfied 
consumer is one willing to buy a product 
or service according to their purchasing 
power, and thus satisfy their need, solve 
a problem, and get a sense of satisfaction. 
In this context, a shampoo-selling 
company will direct the following message 
to its potential consumers: By using our 
shampoo, your hair will regain its glow, and 
it will look healthier and prettier!

Marketing Mix as 
a Way to Achieve 
Competitive Advantage
When placing a product on the market, 
the marketing-oriented company tries 
to answer the following questions: What 
to produce, and for whom? What is the 
size of the potential market? What do 
consumers want to buy, and where? What 
are their shopping habits? How much are 
they willing to pay for the product? How 
do they find out about our products? 

One of the ways of achieving competitive 
advantage in the market exchange is for 
the company to create a marketing mix 
that will be superior on the market. In 
theory, and increasingly in practice as well, 
marketing as a business concept has been 
approaching the concept of the so-called 
marketing mix, which encompasses several 
marketing-relevant functions. 

Marketing mix actually represents a 
synchronized, harmonized agency of all 
marketing functions on the so-called 
free consumer, abbreviated to the 
acronym 4P, whereby:

Elements of a marketing mix
Think of your favorite product, and design the elements 
of its marketing mix.

On the basis of data they collected during 
market research about what consumers 
want and need, marketing experts can 
create a combination of elements for each 
variable of the marketing mix in order 
to best satisfy the demand on the target 
market. The importance of a harmonized 
agency of marketing functions is 
therefore particularly stressed, and makes 
it necessary to choose or combine an 
optimal mix of the four above mentioned 
functions. For instance, an inadequate 
placement of a new mobile device on the 
market, without suitable promotional 
activities (advertising and such), will not 
yield expected results. Conversely, you can 
have the best mobile phone model, set a 
price considered fair by consumers, run 
a promotional campaign which garners 
consumers’ interest, and makes them 
want to buy the product, but if the mobile 
phone is not in the shop, or in the place 
where consumers would look for it, no 
exchange will take place (consumers will 
buy the competition’s mobile device).

Market Segmentation 
Strategy
Segmentation strategy is one of the 
basic marketing strategies. It was precisely 
the problem of the existence of too large 
a number of potential consumers on 
the market, and the parallel different 
opportunities to satisfy their needs, which 
led to the application of this strategy. 
Entrepreneurs face the following question: 
Does the product we want to place on 
the market have its target segment, and 
if so, is it big enough for us to profitably 
manufacture our product for it? In order 
to reach the necessary answers, producers 
must do the following activities when 
applying this strategy:

a) determine market opportunities
b) segment the market
c)  choose a target market
d)  position a product or service
e)  design the best possible 

combination of marketing mix 
elements.

a) How do producers determine 
market opportunities?

In order to divide the market into 
consumer segments, it is necessary to 
survey the consumer market, and 
define their characteristics, such as age, 
gender, purchasing power, geographic 
diffusion, psychographic characteristics, 
etc. A surveying method represents the 
application of different techniques of data 
collection straight from the respondents. 

b) What is understood by ‘market 
segmentation’?

The market is comprised of a large number 
of consumers who are each of them a 
separate personality made up of many 
different, completely original traits. 
For that reason, market segmentation 
is required in order to divide the entire 
heterogeneous market into smaller parts 
(segments). These segments are called 
homogenous markets, and they represent 
a group of consumers connected by 
certain common characteristics. Market 
segmentation does not look at possible 
differences between products, but at 
different customer needs or interests. 

It is precisely consumer characteristics 
that make up the basic criterion in 
market segmentation. We can distinguish 
between geographic, demographic, and 
psychographic criteria.  

P1 Denotes product – name, 
assortment, quality, and product 
policy, contents, detailed packaging 
description, packaging, design, 
warranty, additional customer 
services, et al;

P2 Denotes price as instrument of sales; 
Setting prices for exchanged goods 
(products, services, et al) depends 
e.g. on production costs, established 
goals (the goal is to win a large share 
of the market → low price; the goal 
is to make a quick return on the 
investment → high price), prices of 
competing products, state of the 
economy, target market’s purchasing 
power, etc.;

P3 Includes placement policy – sales 
and distribution;location where the 
product will be sold, transportation, 
storage, et al.;

P4 includes market communication 
activities, promotion, or 
promotional activities; economic 
propaganda, also known as 
advertising, public relations, 
personal sales, improvement of 
sales, economic publicity; through 
promotional activities the company 
introduces the product/service to the 
target market.
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c) Target market selection
Upon completion of the market 
segmentation, an analysis of market 
segments is performed, followed by the 
selection of the most suitable target 
market. Each homogenous group can be 
chosen as a target group or target market 
at which the market policy is aimed. 
Companies which select target markets 
with the aim of satisfying consumer needs 
more precisely very often boast larger 
sales, a bigger market share, and bigger 
profits. 

d) Product positioning
The next step is product positioning, 
which implies directing the product 
at a defined part of the market – the 
target segment. In this way, producers 
are allowed to develop a corresponding 
product for each individual target market 
instead of wasting efforts on a mass 
market. These efforts should be directed at 
customers who show bigger interest 
in buying. Product positioning in 
the consumer’s consciousness stems 
from their perception (experience, 
understanding) of the product. 

Consumer needs in relation to a product 
can be different, so a consumer perception 
survey is done to see how they perceive 
the product in relation to competing 
products. For instance, a consumer 
perception survey for a high quality 
massage table would be conducted with 
the following questions: 

• In the consumer’s opinion, which 
characteristics should this product 
have (price, technical options, purpose, 
design, etc.)?

• Which of the above stated characteristics 
motivate the consumers to buy? 

The results of such surveys can be the 
following:

a) formation of a psychological group of 
consumers

b) selection of the most pronounced 
motives in product purchasing

c) position of the product as offered 
by the company in the eyes of 
consumers in relation to competing 
products 

d) possible sales volume for the 
specified target segment

e) given that consumer affinity for a 
certain product tends to change, with 
the possibility of decreased interest 
in the product, changes in target 
segments are possible, which not 
only implies finding new markets, 
but also differentiating the products 
for existing target segments.

e) Choosing elements of the 
marketing mix
The final step is the selection of the 
elements for the marketing mix so as 
to create a combination with which 
the company intends to satisfy target 
segment needs. This includes four basic 
elements: product, distribution, price, and 
promotion. Each homogenous consumer 
group represents a separate target 
segment that each requires a specific 
combination of marketing mix elements. 
These combinations lower the possibility 
of a large number of variables within each 
market segment, such as differences in 
product, packaging, name, logo, media, 
sales experts, prices (discounts, margins), 
different ways of paying, different 
distributors.

Revision tasks 
1. Explain the operation of a marketing-oriented company.
2. Describe marketing concept and the advantages of its application for a company.
3. Define the term ‘marketing mix,’ and give a suitable example for each element.
4. Interpret the steps of market segmentation strategy. 

Project assignment 
Choose a specific product or service and divide into five groups. Each group completes a 
given task that they will present to others. First group determines market opportunities, 
and researches consumer needs via questionnaire which they will design with a combination 
of open-ended and closed-ended questions. Second group performs market segmentation 
according to specific criteria. Third group selects the target market via market network. 
Fourth group positions the product or service according to criteria preferred by the 
consumers, and decides on next steps. Fifth group selects and describes the best possible 
combination of marketing mix elements.

Key words
Homogenous market/target segment is a group of buyers (natural and/or legal entities) who 
share common traits, and at whom a given product is aimed. It is determined by the traits of 
buyers of a certain product (age, gender, income, education, and lifestyle).

Marketing mix is a combination of four basic marketing elements (4P’s) aimed at the target 
market for the purpose of achieving business goals as well as satisfying the target market’s 
needs and wishes. The elements of a classic marketing mix are product, price, promotion, and 
placement and distribution.

Product positioning means leaving an impression in the customer’s consciousness about the 
product’s characteristics in comparison with their perception of competing products.







Geographic 
criteria

Groups of countries (e.g. EU countries), individual countries, regions, 
cities, suburbs, villages, hamlets, households 
(For instance, with the advent of winter car drivers in northern regions 
need to buy anti-freeze, while those living in warmer regions only need to 
do it if there is a cold wave.)

Demographic 
criteria

Gender, age, family size, religion, cultural community, socioeconomic 
status, income, education, profession, social standing, way of life, 
shopping habits, et al.  
(For instance, elderly consumer segments require different clothing and 
footwear than the teenage consumer segment.)

Psychographic 
criteria

Basic lifestyle (natural, trendy, intellectual), affiliation with a social 
segment and personal traits (sociable, ambitious, authoritative)  
(For instance, a mobile communication company advertises its consumer 
packages to people who prefer fun and friendship as well as those directed 
at businesspeople.)

How would you as a consumer answer the questions 
about desired characteristics of a high quality massage 
table? Which characteristics motivate you to buy? 



Company Image

Personal Image is 
Inextricably Linked to 
the Company Image
The interdependence of the development 
of people and of the organization they 
work for is so strong that there is no 
possibility of independent development. 
Neither can people in the organization 
develop without the organization 
developing alongside them, nor 
can the organization develop if the 
people working for it do not develop.

One of the main tasks of 
entrepreneurs/leaders is to create 

One of the main tasks of entrepreneurs is to create 
a positive image of their company. Name a few local 
companies that in your opinion have a positive image 
on the market. How did you conclude that their image 
is positive? What did those companies do to gain a 
positive image in society?

a positive image (adjusting self-image 
to others’ perception of them). They 
must first of all know themselves: their 
virtues, weaknesses, and ambitions. This 
means that they have to be aware of their 
abilities, views, knowledge, character 
traits, and temper, and thus get a picture 
of themselves. Others’ positive perception 
of the leader of an entrepreneurial 
organization can lead to their business 
advantage, as well as to the advantage 
of the whole company they represent 
with regard to the competition. It is 
therefore very important to distinguish 
between integrity and reputation. Image 
(reputation) is what the public thinks 
we are, and integrity (character) is what 
we truly are.This means that what we 
really do, and what we really are, needs 
to be adjusted to the image we create of 
ourselves in public. Otherwise the public 
will easily notice that we do not adhere 
to what we stated in documents or public 
statements. Company image is thus 
the whole picture about the company, 
including attitudes, opinions, experiences, 
beliefs, prejudice, and feelings that certain 
parts of the public hold with regard to the 
company.

A positive business image is the result of 
the quality of relations toward the internal 
public (employees), which later affects 
relations toward the external public. The 
way a given organization is viewed by its 
competitors, clients, wider public, and 
employees says a lot about that company 
and how it is run. It is precisely through 
the organization’s employees that the 
media and public try to gain information 
about the management and its way of 
communicating with employees. A polite 
relation toward employees, and a positive 
work environment create a satisfied 
individual employed by the company, 
which significantly affects its business 

success, as well as its reputation with the 
public. 

The leader as representative of the 
organization must in his/her daily 
operations continually maintain good 
relationships with different segments 
of the public, such as employees, 
clients, business partners (suppliers, 
distributors), financial institutions, 
competition, media, local community, and 
government institutions. The quality of 
this relationship is shaped by the opinion 
and attitude of the public toward the 
organization. This means that all events 
related to the organization’s activities, 
such as production programs, employee 
care, relationship with the local and wider 
community, environment protection et 
al, will influence its reputation with the 
public. If the company attempts to shield 
itself from public condemnation due to 
unethical conduct (e.g. failure to comply 
with customer or employee rights, or 
releasing toxins into the environment) by 
bribing stakeholders and engaging in local 
community support via donations and 
sponsorship to force a positive image, it 
creates an imbalance between the image 
and the integrity of the company. This 
kind of behavior is seen as a ploy for the 
public, or an attempt at unconscionable 
public relations also known as ‘spin’.

How Marketing 
Communication 
Shapes Company 
Image
In modern marketing communication 
information, messages, and stimuli are 
exchanged between the company and 
its environment (internal and external 
public). In this complex communication 
process company image affects the 

First article:
Double morality standards: A music school principal introduces dress code, then 
publishes pictures of naked students.

Mozilla in the public spotlight: Due to Mozilla CEO’s support ofthe bill to ban same 
sex marriage in the federal state of California, and a donation of 1,000 dollars for 
the cause, 70,000 people, including Mozilla employees, signed a petition to have the 
man removed from his position, while the number of its users continues to drop due 
to competition.

Second article:

Every big organization is an elongated shadow of the individual. His character determines the 
character of the organization.
— Ralph Waldo Emerson, American philosopher and writer

Read the following articles, and conclude what they have in common
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reputation of the product or brand, and 
conversely, the reputation of the brand 
product affects company image. With 
time, market image unity is created, 
which means that this merging createsan 
image of the producer and its products 
in the consumer’s mind. Market image is 
attainable in the following cases:
a) when companies sell all of their 

products under the same name, or 
same brand (e.g. Podravka soups, 
Yamaha motorcycles, Italian brands 
Benetton and Sisley, et al.)

b) when companies sell different product 
lines under different brand names 
(e.g.Apple Inc. – iPhone, MacBook, et 
al.)

Ultimately, the goal is to create awareness 
about the existence of a certain product 
on the market, raise interest in it, provide 
additional information, develop consumer 
affinity for the product, and foster a positive 
image of the company all at the same time. 
In this context, promotional messages 
carry a very important role. By combining 
image, words, sounds, melodies, 
and symbols, companies try to draw 
potential customers’ attention, rouse 
their interest and desire for a product, 
and influence the customers’ final 
decision to buy a given product. In order 
to play its role, the promotional message 
needs to be adapted to its recipients, 
whether real or potential consumers. This 
is not at all an easy task. For example, 
teenagers as potential consumers will 
not be able to hear and see all broadcast 
promotional messages because they are not 
all accessible to them. Of those that do reach 
them, not all will be interesting because they 
are not all directed at their consumer group; 
and of those that draw their attention, not 
all of them might be convincing enough to 
make teenagers want to buy. 

A promotional message must be creative, 
clear, simple, understandable, attractive, 
convincing, and true. For instance, if a 
company does passenger transportation 
and wants to stress in its message the 
advantages of traveling by bus instead 
of using a personal car, they can shape 
the following message: Travel by bus, 
and leave the driving to us. Promotional 
messages strive to show positive sides of 
a product or service; consumer needs are 
placed at the center, especially important 
arguments are stressed, but superlatives, 
abbreviations, and foreign words are 
avoided, and texts are combined with 
images for conspicuousness and stronger 
emotional impact. 

A uniform visual identity also contributes 
to the recognizability, conspicuousness, 
memorizing, and differentiation of visual 
promotional messages. Uniformity, or the 
equalization of corporate identity, implies 
the fact that a visual message supported by 
the company's reputation is used in a large 
number of advertising media (business 
cards, invitations, business letters, flyers, 
catalogues, brochures, posters, etc.). It 
also means that the corporate name, 
colors, and logotype will be used in every 
advertising medium.

Think of a recent promotional message that left a 
strong impression with you, and enticed you to buy a 
certain product.Write that message into the advertising 
billboardshown in the photograph. What has particularly 
struck you in the chosen promotional message?

Did you know that colors act 
subconsciously, and provoke feelings, 
associations, and reactions?If the 
effect you want to create is quick 
consipicuousness and strong emotions, 
use bright, garish colors, such as red 
and orange. Remember which famous 
companies use these as basic and 
prevalent colors.

In marketing communication an 
important role is also played by 
media such as newspapers, weeklies, 
magazines, TV, radio, direct mailing, 
outdoor advertising (different types of 
displays, transit advertising), online 
advertising, and indoor advertising. 

Media and different promotional 
means are used in different 
promotional activities.

Positioning the 
Company
The need for achievement and success, and 
the desire to have competitive advantage is 
every entrepreneur's goal. When entering 
an existing market, entrepreneurs look into 
how customers perceive their competition. 
Based on information about customers' 
experiences and expectations, entrepreneurs 
can significantly adapt to their needs, and 
thus achieve the desired market position. 
Most entrpreneurs try not only to draw in 
customers but also to retain them. In that 
sense, entrepreneurs initiate certain activities 
aimed at creating and maintaining the 
desired product and service position in the 
customers' consciousness. We already know 
that the product's reputation significantly 
affects the positive public image of the whole 
company. Entrepreneurs therefore try to also 
maintain their company's desired position 

In the process of deciding whether or 
not to buy, when you gather information 
about certain products that you feel will 
satisfy your needs, you also use media. 
Which media do you consider reliable 
and trust the most, and which less so? 
Why?

Promotional 
activities

Promotional means

Advertising ads, catalogues, posters, 
billboards, business letters, 
brochures, flyers, leaflets, films 

Personal sales sales presentations, sales 
meetings, incentive programs, 
sales samples 

Sales 
improvement

prize contests, lotteries, bingo, 
demos, discounts, tastings, 
promotional gifts (bags, pens, 
T-shirts, keychains, et al.)

Public 
relations and 
publicity

newspaper articles, seminars, 
consultings, round tables, 
campaigns, charity auctions, 
annual reports, sports or art 
celebrity endorsements 

Direct 
marketing

promotional presentations, 
direct mailing, catalogue sales, 
TV sales, kiosk-marketing, 
mobile phones, web pages
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in the consciousness of the public/
target groups with regard to competing 
companies. Within the framework of these 
activities the company profiles itself as 
unique and different, while positive results 
and successes are factually highlighted. 
The opinion of customers/target markets 
is the main criterion for the selection of 
product or company positioning elements. 

Product positioning elements can be, for 
instance, trademark, security, good price, 
design, simplicity of use. Companies can 
thus be recognizable by co-developing 
products together with their customers, 
by respecting other cultures and local 
customs, by employee care, or by the 
security of their products.

Revision tasks 
1. Explain the difference between image and integrity. How can an imbalance between the 

company's integrity and image affect its business results?
2. Explain the role of a promotional message in a company's marketing communication.
3. Explain what is meant by 'uniform visual identity.'
4. Explain the purpose of company positioning using a concrete example.
5. Explain the following thought: Integrity always chooses character over personal gain, people 

over things, serving over ruling, principles over practicality, the end goal over the current one.

Project assignments 
1. Research and describe an example of a company which used spin in its public relations.

2. Choose a company, describe its visual identity (corporate name, colors, and logo, visual 
message), and state which advertising media it uses.

3. Imagine that you have founded a company which does public relations via social 
media. You are currently in the phase of building your visual identity. In groups of five, 
determine the company's name, dominant color scheme, logo, slogan, and at least three 
promotional messages. 

Key words
Image is a representation, likeness, impression about somebody or something. Corporate image 
represents the complete picture about a company which includes attitudes, opinions, experiences, 
beliefs, prejudice, and feelings about a company held by certain groups in the public, such as its 
competition, clients, wider public, and its employees.

Logotype/company trademark is a simple visual design, usually in the form of a seal or stamp, 
with a distinctive letter, color, design, and symbol type; it is a label identifying the producer's activity 
so that its name is associated with the trademark. A trademark is individual, specific, and original, 
conspicuous and easy to remember. It protects the company from forgeries, it is protected by law, and 
registered with a competent institution.

Promotional message in marketing communication is any type of consumer enticement or 
informing about products or services via different media. The message usually consists of a group of 
symbols (words, sentences, mimics, facial epressions, images, et al.) that a company uses to address 
potential consumers.







Finance and Accounting

Money can’t make you richer, but knowledge can.
— Robert Kiyosaki, American entrepreneur and author of books on entrepreneurship

Do you know who the accountant is and what their role in the company is? How important is it that 
the entrepreneur understands basic accounting processes? Does the entrepreneur really have to 
command all accounting-related know-how?

Entrepreneurs do not have to be 
accountants but they have to understand 
some basic accounting principles to 
manage the company successfully, 
particularly if the company is big. 
Figures illustratekey issues regarding the 
company’s performance: its profitability, 
which products are earning money, 
which are counterproductive, and so on. 
Financial statements are important to the 
entrepreneur as well as to the state, to 
banks and to investors. Larger companies 
commonly employ finance managers 
and accountants while small businesses 
outsource accounting services that hold 
their books on their behalf.

Bookkeeping records operating 
movements (acquisitions and sales of 
goods, settlements of invoices, etc.), while 
accounting, on the basis of such data, 

prepares financial statements. One of the 
key financial statements is the balance 
sheet.

Balance Sheet
A balance sheet is a financial report that 
presents the total assets of a company 
on a determined date. Besides the assets 
shown in the Assets side of the balance 
sheet, the Liabilities side of the balance 
sheet indicate the holder(s) of these 
assets, i.e. the company’s equity (own 
funds) and other liabilities (borrowings 
from others). Assets and liabilities, which 
will be explained later on, are always 
balanced: assets = equity + liabilities. 
Here is an example: let us assume that 
the entrepreneur holds HRK 50,000 of 
own money and borrows from the bank 
another HRK 40,000 to open a bakery. In 

E n t r e p r e n e u r s h i p   |   F r o m  P r o j e c t  t o  C o m p a n y   |   9 6 E n t r e p r e n e u r s h i p   |   F r o m  P r o j e c t  t o  C o m p a n y   |   9 7



total he has HRK 90,000 of which he 
invests HRK 80,000 to buy equipment 
for making bread and leaves on the account 
HRK 10,000 to pay for current expenses. 
What would this balance sheet look like?

From this statement it is evident that on this 
date the company disposes of HRK 10,000 
on its account, that it owes the bank HRK 
40,000, and that it holds machinery and 
equipmentworth HRK 80,000. It is important 
to understand that there are no connections 
between the left and the right side of the 
balance sheet, i.e. that something that is 
on the left side (in assets) does not have its 
counterpart on the right side (in liabilities). 
The import thing is that the balance of the left 
side of the balance sheet equals the balance of 
the right side. For example, it is not evident 
(and it is not important) whether the cash on 
the account in the amount of HRK 10,000 
makes part of the company’s HRK 50,000 or 
of the bank’s HRK 40,000. Assets represent 
the amount and the kind of assets on a 
determined date, while liabilities indicate the 
owners of these assets.

The following table illustrates what a balance 
sheet is comprised of, and helps you to become 
familiar with the concepts of assets and 
liabilities.

Here are some examples that may 
additionally clarify certain concepts.

Assets Liabilities
Machinery and 
equipment  
(HRK 80,000)

Equity  
(HRK 50,000)

Cash and other 
equivalents  
(HRK 10,000)

Liabilities  
(HRK 40,000)

Assets Liabilities
Long-term assets
• intangible assets – 

software
• tangible assets 

– buildings, 
machinery, personal 
computers, vehicles

• financial assets - 
shares

Equity
• subscribed (share) 

capital
• retained earnings or 

loss carried forward 
(from previous 
years)

• profit (or loss) for 
the current year

Short-term assets
• stock – end 

products, goods
• receivables – from 

clients, the state
• financial assets
• cash – account(s) 

and register(s)

Long-term liabilities
• due to banks - 

borrowings

Short-term liabilities
• due to employees – 

salaries
• due for taxes – VAT, 

income tax
• due to suppliers

First example: An entrepreneur wants to open a 
store and sell organic cosmetic products. They find a 
nice place, refurbish it and acquire the goods (soaps, 
creams, shower gels, etc.) in the amount of HRK 
30,000. This amount of HRK 30,000 that was paid 
for the goods is not an expense and in the balance 
sheet will be stated as short-term assets (stock). 
When a certain item is sold, income from sales will 
be generated, and the cost of the item sold will be 
stated. The cost of the goods sold is in effect the 
purchase value of this item. 
Second example: The entrepreneur received 
the invoice from their accountant for accounting 
expenses for the month of December. The invoice 
date is December 31, 2014 and it amounts to HRK 
1,000. The invoice’s maturity date is fifteen days 
from the issue date (December 31, 2014). This 
invoice in the amount of HRK 1,000 is automatically 
charged to expenses incurred in 2014,although 
it will be settled on January 15, 2015. Hence, 
in the balance sheet as of December 31, 2014, 
in the liabilities side, the obligation towards the 
supplierwill be stated in the amount of HRK 
1,000,since on December 31, 2014 this invoice was 
not settled.

What is the value of this company?  
How much would you pay for it? 

Remember that assets are represented in the assets side of 
the balance sheet, but that the amount of assets (numerical) 
equals the sum of the company’s equity and liabilities.

Accountants are said not to sleep at the 
end of the month. Do you think this is 
correct, and if yes, why is it so?

Depreciation 
The first example that we used, of the 
entrepreneur purchasing machinery 
for bread production in the amount of 
HRK 80,000, will explain the purpose 
ofdepreciation. Besides machinery, the 
entrepreneur needs supplies for bread 
production (flour, salt, water, sugar, yeast, 
etc.), electric energy, and manpower that 
will make the bread (salary expenses). It 
is necessary to calculate the minimum 
sale price for the bread when all the above 
expenses are covered. All monthly 
expenses have to be calculated and 
divided by the quantity of the bread 
produced. In ideal conditions, everything 
produced will be sold (and paid for). 

The question is: how will you distribute 
these HRK 80,000? And what would then 
be the price of a loaf of bread? If you 
think that a month is too short a period of 
time, then this amount has to be divided 
with the yearly amount of bread production. 
Or, even better, if the economic life of 
the machinery is, for example, five years, 
then the cost of the machinery can also be 
divided over five years. The most important 
issue is that the cost of the machinery (the 
HRK 80,000) is realistically and accurately 
matched/distributed with the income the 
machinery generates. All the machinery and 
equipment that the company employs are in 
fact the company’s long-term fixed assets, 
and depreciation is just the cost of long-
term fixed assets distributed over the years 
of their exploitation. Let us go back to our 
example. How to distribute the HRK 80,000 
over five years? Simply: 80,000:5 = HRK 
16,000. Thus, the yearly depreciation cost 
would amount to HRK 16,000.

The conclusion is that the purchased 
long-term fixed assets are not a cost just 
in the year of purchase, but they are being 
depreciated over their entire economic life. 

Profit and Loss 
Account
Profit and loss account is the financial 
statement that represents the operating 
results over a determined period. 
Commonly, it is the calendar year, 
for example form January 1, 2014 to 
December 31, 2014. The profit and 
loss account is prepared for each year 
individually, and it represents all income 
(earnings), expenses (expenditures) 
and the profit or loss for the year.  The 
accountant may also prepare the profit and 
loss account for each month, quarter, etc.

The profit and loss account is based on 
incoming invoices and accounts receivable 
irrespective of whether they have been 
settled or not. This means that when a 
client has been billed for services, for 

Years 2014. 2015. 2016. 2017. 2018. Total

Value of device at the beginning of 
the year

80,000 64,000 48,000 32,000 16,000 0

Depreciation amount (cost) 16,000 16,000 16,000 16,000 16,000 80,000

Another question! Is it possible after five years, when 
the value of the machinery for bread production 
equals zero since it has been fully depreciated, to sell 
the machinery, for example, for HRK 1.00? No! When 
selling, the market value, not the book value, has to be 
taken into consideration.



example, in the amount of HRK 3,000, 
the company automatically generated 
income in this amount regardless of 
whether the client will pay the bill within 
eight or more days, or at the agreed due 
date. The entrepreneur who does not 
understand the profit and loss account 
is therefore puzzled that income(the 
difference between income and expenses) 
is registered in a determined amount, 
but this amount is not in the company’s 
account. This is partly due to unpaid 
invoices, and partly to depreciation, 
since companies generally immediately 
spend more funds than are attributed to 
expenses. Remember the first example, 
in which the machinery was paid HRK 
80,000, but only HRK 16,000 were 
registered as expenses in the first year. 
The profit and loss account is the most 
important financial statement that the 
entrepreneur has to monitor constantly 
in order to be aware if whether they are 
doing profitable business or not, since 
the entrepreneur’s aim is to maximize 
profits. We can examine a profit and loss 
accountin the following example. 

Budgeting  
Budgeting is the planning of income 
and expenses of the company that is 
prepared in advance, usually before the 
beginning of operations. It also always 
possible to prepare a business plan for a 
determined future period of time (one or 
more years). In the budget or the business 
plan the entrepreneur needs to estimate 
as accurately as possible the expected 
income from sales of goods or services, 
the costs of renting the business premises, 
of employees (salaries), of utilities, costs 
of goods sold, depreciation, and other 
operating expenses.  It is also important 
to estimate the amount of taxes and other 
state contributions and charges (VAT and 
income tax as well as taxes on dividends).

VAT – Value Added Tax
Depending on applicable laws, a company 
may be subject to the implementation 
of VAT or it may be exempt from 
its implementation. The company is 
automatically obliged to implement VAT 
after it generates an income greater than 
HRK 230,000 in one year. The company 
subject to the implementation of VAT has 
to add the applicable VAT to the selling 
price of its products or services. Currently 
(2014), the rate of VAT in Croatia amounts 
to 25% (for catering services the rate is 
13% and for some foodstuffs such as 
bread and milk it is 5%), which means that 
entrepreneurs have to increase their sale 
prices by 25%. The price of a product or 
a service determined by the company is 
called the net price, and when this price 
is increased by VAT it is called the gross 
price. For example, if we wish to sell a pair 
of shoes for HRK 300, the price of these 
shoes in our store will cost HRK 375 (300 
x 0.25 = 75). This means that the client 

Operating income 500 000

Operatingexpenses 400 000

• costs of goods sold 20 000

• salary expenses 100 000

• troškovi plaća 200 000

• depreciation 16 000

• other external costs 64 000

Gross income 100 000

Income tax 20 000

Net profit 80 000

Example of a profit and loss account

will pay in the store the gross price of HRK 
375, of which HRK 300 (net price) remains 
to the entrepreneur, while the entrepreneur 
is obliged to pay HRK 75 in favor of the state 
budget.

It is important to know this in determining 
the prices of our goods, as well as when we are 
purchasing goods necessary for our business 
operations. Namely, when an entrepreneur 
buys from another entrepreneur they pay the 
full price to their supplier that includes VAT. 
In this situation, this VAT is considered as tax 
prepayment (let us call it input VAT). At the end 
of the month the entrepreneur pays in favor of 
the state budget the difference between the tax 
prepayments for incoming invoices paid to the 
suppliers, and the value added tax calculated in 
the outgoing bills of the clients. This is exactly 
the reason why this tax is called value added tax. 
The added value is in fact the difference between 
the purchase price (incoming costs) and the 
selling price of goods.

Financial Fraud
Since financial statements (profit 
and loss account and balance 
sheet) are prepared on the basis 
of incoming invoices and accounts 
receivable (printed papers), their 
forgery is considered a criminal 
act. Unfortunately, there are still 
entrepreneurs that are issuing false 
invoices. Then it happens that a 
company issues an invoice and does 
not pay the VAT to the state, and 
another company to which this 
represents “incoming VAT”, i.e. tax 
prepayment, requires from the state 
the reimbursement of VAT. In such 
cases the reimbursement of VAT is 
possible if in the determined month 
the tax prepayment exceeds the VAT 
(higher amount of incoming invoices 
than outgoing ones).

Example: 

We bought for our bakery 10 kg of flour at the price of HRK 40.00 + VAT, i.e. at the gross 
price of HRK 50.00. With the flour we made 25 loaves of bread that we sold to clients at the 
price of HRK 5.00 for each loaf (HRK 4 + HRK 1 VAT). The total earnings of the sold bread 
amounts to HRK 125.00. We will assume that the VAT rate is 25% for everything.

We received an invoice from the supplier that states:

Flour 10 kg HRK 4.00/kg = HRK 40 + HRK 10 VAT (tax prepayment) = HRK 50.00

We issued a bill that states:

Bread 25 loaves HRK 4.00/piece = HRK 100 + HRK 25 VAT = HRK 125.00

At the end we would pay to the state only HRK 15.00 (HRK 25 of our VAT – HRK 10 of the 
already paid tax prepayment = HRK 15to be paid into the state budget).

To recapitulate: we bought the flour at the price of HRK 40.00. Then we used this flour to 
make bread that we sold at the price of HRK 100.00 generating added value in the amount 
of HRK 60.00. Effectively, we paid to the government the value added tax only on these 
HRK 60.00 (25% x 60 = HRK 15.00).

What would be our profit (income) should we wish to sell shoes in the store at the price of 
HRK 300.00 instead of HRK 375.00?
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Revision tasks 
1. What is a balance sheet, and what is it comprised of? What constitutes assets and 

liabilities?
2. Where in the statements are registered the goods that we purchased but still have not sold? 

Where is it registered when the goods are sold? Consult the Regulation on the Structure 
and Contents of Annual Financial Statements at http://tinyurl.com/mom7px6.

3. Which statement contains the accounts receivable from clients on a determined date? 
Explain the importance and purpose of this statement!

4. What is depreciation?
5. Explain why differences arise between the quantity of inflows and outflows of funds in the 

company, and the income and expenses of the company?
6. What is a budget, when is it prepared, and what does it contain?
7. What are gross and net prices? What is value added tax, and what is tax prepayment? How 

are they calculated?
8. In order to better and quicker understand finances play the game “Cashflow” at   

http://tinyurl.com/l5uhcgd.

Project assignment 
Imagine that you are preparing a school project to equip all classrooms in your school with 
new laptops and slide projectors. You will secure the necessary funds by organizing a three-
day fair for the local community at which products designed by students and their parents 
will be sold. Divide into teams, and design a budget for your project. Prepare a budget that 
will reflect your expected income and expenses, list all items that you are buying, and their 
net and gross prices. Calculate the tax prepayment and your tax obligation at the end of 
the project. You have one month to prepare and implement the fair as well as to obtain the 
necessary equipment.

Key words
Balance sheet is the financial report that presents the total assets of a company on a determined 
date.

Long-term assets are assets the economic life of which exceed one year and the purchase value 
of which is higher than HRK 3,500 + VAT (according to the current Profit Tax Act, year 2014).

Profit and loss account is the financial report that represents the business results of a company 
over a determined period of time.

To depreciate means to divide the cost incurred by acquisition of long-term assets over the 
economic life of such assets. 

Profit represents income, and loss represents costs. 

Budgeting is planning of income and expenditure in advance, commonly before starting the 
business.

Net price is the price of a product or a service that has not been increased by value added tax. 
When this tax is added the final, gross price, is determined.







Chapter Five
Entrepreneurial Skills
Imagine organizations functioning in such a way as to release 
human potential, connect people via topics and questions 
that matter to them, and let them reach sustainable and 
innovative solutions together. How would it be if the 
principleStop talking and get to work were replaced with 
the principleStart talking and create together? What do you 
think allows people to speak honestly and listen with open 
ears? 

In your opinion, how important is it for an entrepreneur 
to be able to organize themselves well, function without 
problems in a multicultural work environment, and hold 
impressive public presentations in front of large audiences? 
Why are those exact skills important for an entrepreneur?
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Organizational Skills: 
Participative Leadership Skills

We live in times when many basic beliefs 
and common practices no longer serve 
their purpose, and often cause problems 
and impede effective encouragement of 
healthy changes. Old and rigid approaches 
to management based on stability, 
predictability, control, and order often 
do not answer the needs of a complex, 
unstable, and unpredictable modern 
environment. 

For this reason, modern tendencies in 
management and leadership increasingly 
look at organizations as living organisms, 
instead of machines or static matter 
where employees are usually tasked with 

In the previous chapter we learned about organization management skills. How do you think a 
company is run in business reality? Is the decision-making process authoritative, "like the boss 
says," or are decisions reached democratically? Which of the two ways of running organizations do 
you consider better? Support your views with arguments.

In your opinion, why is encouraging and leading key dialogues in a team becoming a significant 
organizational competence? To what degree does efficient dialoguing influence the success of 
organizations and the functioning of communities?

activities and executions, while solutions 
are supplied by those who manage them. 
Since changes in nature never occur as a 
result of designed strategic plans starting 
from the top down, nor as a result of 
an individual's or boss' mandate, the 
tendency is to turn to nature in the hopes 
that it might point to these desperately 
sought answers–how to adapt, change, 
and learn.It is therefore not surprising 
that organizational development theorists 
and organization leaders today often use 
new knowledge emerging from ecology, 
biology, and evolutionary theory (M. 
Wheatley, F. Varela, H. Maturana, E. 

Debold).  

Evolutionary biologist Humberto 
Maturana stresses that dialogue 
has always been the primary way of 
discovering common interests, sharing 
knowledge, designing the future, and 
cooperating in order to survive. In the 
context of a complex environment in 
which we face continual social, market, 
organizational, and technological changes, 
it is becoming increasingly important 
to find a better way of connecting, 
cooperating, and understanding. For that 
reason, leadership increasingly implies 
skills which encourage participation, and 
confronting the challenge of changes 
courageously. It is important to stress 
that leadership does not only refer to 
persons with formal leadership functions 
in organizations, institutions, networks 
or communities, but that individuals who 
take responsibility, and lead a certain 
project or initiative, also become leaders. 

Cooperation is today becoming a key 
competitive advantage, because due 
to the quick flow of information, 
constant changes, and short life-
span of knowledge, the individual 
– department or sector manager, or 
entrepreneur – cannot have answers 
to all the questions, and answers and 
solutions are discovered jointly. In 
other words, according to the attitude 
that two heads are better than one, 
it is logical to invite people to gather, 
and talk about solutions that concern all 
those involved. In Margaret Wheatley's 
words,"…the challenges of today call for a 
collective intelligence. We have to jointly 
create solutions that we are looking for. 
(...) Today's leaders must be servants to 
other people's intelligence and creativity. 
(...) They do not offer answers, but let 
us gather to find answers together."This 

means that already in the early phases 
of starting something new and looking 
for solutions for the common good, or 
creating any new value, people need to 
gather and talk about key issues. Suffice 
it to remember that people had for 
generations gathered around a fire or a 
table, and reached important decisions 
together. 

The Importance of 
Connecting: Basic 
Principles and Benefits 
of Participative 
Leadership

Participative leadership is a modern 
approach to leadership resting on innate 
human creativity and solicitude, and 
consisting of people's active participation 
in group planning, decision making, and 
implementation of different business 
activities or changes in the community.

Many everyday activities of entrepreneurs 
and managers include planning business 
activities, solving technical challenges, 

The traditional practices of hierarchy, power, and 
bureaucracy are being replaced with new processes and 
forms of organization whose starting point is connecting, 
and the fact that most people can be motivated and 
encouraged to actively participate in decision making and 
events related to their communities and organizations. 
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hiring employees, allocating resources, 
etc. Unlike traditional leadership, in 
which decisions come from the top of the 
hierarchical ladder in the organization, 
participative leadership encourages 
and allows employees and associates to 
participate in making important decisions. 
In this way, employees are empowered 
because they have the opportunity to take 
part in determining their own business 
activities, and influencing important events 
in the organization, which ultimately allows 
them to feel worthy and important, and do 
a meaningful job that fulfils them. Joint 
decision making positively affects work 
motivation because employees view the 
decision as their own, so they understand 
why certain alternatives were rejected, 
and see the consequences of the final 
decision. This feeling of 'ownership' in 
making decisions also increases the sense 
of responsibility and dedication to results, 
as well as significantly lowering fears and 
tensions associated to introducing changes 
in the organization or community. 

The benefit of participative leadership 
is not only a high level of inclusion and 
cooperation that releases the potential, 
creativity, and collective knowledge 
of participants, but also the use of 
existing resources in the organization or 
community in terms of specific know-
how and experiences of individuals 
whose contribution and participation 
significantly encourage the innovativeness 
and quality of decision making. Therefore, 
the connection and participation of all 
stakeholders in participative leadership 
sets up very important benefits for the 
organization's efficiency. A wise manager, 
entrepreneur or government representative 
is aware that when people are allowed to 
connect and talk about issues that matter 
to the organization or community, this 
increases understanding, commitment, and 

mutual trust; thereby making the people's 
work guided by a common purpose and 
need instead of pre-established goals. 

Supporting Changes 
and Increase of 
Innovative Capacity 
in the Organization or 
Community
Every organization, whether a company, 
entrepreneurial venture, sports team, 
government, elementary school, church, or 
even one's own family, faces the challenge 
of finding a way to achieve results that it 
truly cares about.In their efforts to achieve 
the vision for their business or function, 
organizations often make changes and 
design new solutions to accomplish their 
goals. Participative leadership facilitates 
the introduction of changes because it 
encourages participants' responsibility 
and commitment by letting them connect 
and act jointly. Democratic societies also 
support the right of men to influence the 
decisions that concern them, which is 
why participative leadership is also called 
democratic leadership. 

Participative leadership is also useful in 
increasing the innovative capacity of an 
organization or community, as innovations 
and sustainable solutions are a result of 
dialogue between people with know-how 
and experience. Given that the key process 
is cooperation and strategic dialogues 
that generate ideas, find solutions, and 
make decisions, it is also often called 
conversational leadership. The diagram 
below shows the development of innovative 
capacity in an organization or community: 
starting from the specific purpose or 
strategic intention, the dialogue and 
effective engagement of all stakeholders 
addresses key issues and challenges, and 

with the aid of collective intelligence, in a 
comfortable and safe environment, wise 
and sustainable solutions/actions are 
discovered.

Besides the importance of defining a clear 
purpose and strategic goal for forming 
a joint, wise solution and action, the 
diagram highlights the central position 
of processes which enable effective 
engagement and meaningful dialogue. 
These processes can include different 
dialogue methods, which will be discussed 
later, and IT tools. A good example of the 
latter is the participative management 
in Bill Gates' company Microsoft, which 
empowers its employees to innovate 
products, processes, and markets, thus 
positioning the company as a platform for 
people to build their abilities. Gates made 
it happen by designing an efficient system 
of exchanging information and joint 
planning. The digital platform enables 

the connection of people, processes, and 
technologies, and facilitates the exchange 
of ideas, which contributes significantly to 
the company's adaptation to changes on 
the market. 

Tools for Strategic 
Dialogue Management: 
Collaborative Social 
Methodologies
Since participative leadership includes 
people in key dialogues about important 
issues, such a perspective does not require 
the leaders to provide all the answers, but 
rather to have the courage to ask the right 
questions.The power of the right questions 
is to focus attention, intent, and energy.

The leader plays the role of moderator 
or host whose task is to pose the right 
question to use the group's potential, and 

INNOVATIVE CAPACITY
DEVELOPMENT

PURPOSE/ 
STRATEGIC INTENT

COLLECTIVE INTELLIGENCE
AND WISE ACTION

CRITICAL
ISSUES AND
QUESTIONS

ALL KEY
STAKEHOLDERS

PROCESSES
FOR EFFECTIVE
ENGAGEMENT

Adapted version of a diagram taken from the articleConversational Leadership, by authors Hurley and 
Juanita Brown, available at: http://tinyurl.com/pfm9gmt, accessed in May 2014.

Think, and based on the diagram above, compare the method and results of classic meetings 
management with participative skills and key dialogue management. Highlight the specific advantages of 
conversational leadership and participative skills, as well as the purpose of including all stakeholders who 
can and wish to contribute with their experience, know-how, and skills.
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encourage the creation of sustainable 
solutions. The way people are invited 
and included in the dialogue necessarily 
influences the results created by that 
meeting and group of people. A good host 
or moderator is a person who encourages 
people to get actively involved, take 
initiative and responsibility, and broach 
important subjects. It is a natural model 
of connecting where people feel invited 
to participate in a stimulating and safe 
environment.

Participative leadership is implemented 
in practice via collaborative social 
methods such as Appreciative Inquiry, 
World Café, Open Space Technology, 
Circle practice, Pro-action Café,etc. 
These methodologies include different 
approaches to leadership and facilitating 
individuals, teams, communities, 
initiatives, and entrepreneurial projects 

of all sizes, with the aim of helping people 
to transition from meaningful dialogue 
to concrete activities, and achieve certain 
goals or results. All these participative 
methods and tools are gathered in practice 
under the name Art of Hosting (AoH), 
and have been used for over 20 years 
through an international network of AoH 
practitioners and communities around the 
world. The full title in English is: The Art of 
Hosting conversations that matter (AoH), 
translated into Croatian by pioneers who 
successfully practice these methodologies 
as the art of leadership through key 
dialogues. Details and specific examples 
of the application of AoH methodsare 
available at www.artofhosting.org, while 
the portal www.quantum21.net has 
numerous content about AoH practice and 
associated methods, as well as experiences 
of people who took part in AoH trainings. 

If I had an hour to solve a problem on which my 
life depended, I'd spend 55 minutes on forming 
the right question, because only by asking the 
right questions can I solve the problem in less 
than 5 minutes. — Albert Einstein. 

How do you interpret Einstein's thought? 
What is the value of asking the right 
question?

Revision tasks 
1. Explain the basic principles and benefits of participative leadership. Why is the 

encouragement and hosting of key dialogues becoming a significant organizational 
competence? Explain.

2. In what way does participative leadership encourage collective intelligence in an 
organization or community, responsibility for actions, and increase work motivation?

3. Name the collaborative social methodologies which represent tools for hosting key 
dialogues. Look them up online and find out more about them. Give examples and explain 
their concrete application through the network of Art of Hosting practices. 

Project assignment 
Define Art of Hosting and explain why leaders today need to be "servants" to other 
people's intelligence and creativity. Imagine that you are taking part in the creation of a 
strategic plan for the development of your city. Consider ways in which you could use the 
potential, experience, and know-how of your fellow citizens. Think about and determine 
which people should be invited, and which questions need to be asked in order to reach 
a solution for the greater good together. Which of the collaborative social technologies 
would be most appropriate? Explain your choice.

Key words
Participative leadership is an umbrella term for a modern approach to leadership based on 
changing perspectives about joint work, and creating a stimulating and safe environment for 
joint decision making, turning ideas into actions, and creating innovative and sustainable 
solutions. By employing different conversation tools, participative leadership uses group ideas, 
know-how, and experiences, as well as suggestions and opinions from all participants, while 
the manager is the facilitator of the dialogue and included in the communication "up," "down," 
and "laterally." 

Collective intelligence is generally defined as the ability to collectively act more intelligently 
than individuals are capable of; it is also called group intelligence and swarm intelligence, 
and neglecting it leads to block in competencies and potential, imbalance in functions and 
behavior, and loss of creativity, focus, and energy within the organization and community. 

Stakeholder is any person contributing to the success of or benefiting from a company, 
including shareholders, employees, and those who affect the company's operations, such as 
suppliers, consumers, and local community.

Collaborative social methodologies are conversation tools for working in teams or groups of 
different sizes which enable cooperation, connection, and joint decision making, and include 
methods such as Appreciative Inquiry, World Café, Open Space Technology, Circle practice, 
Pro-action Café, et al.

Art of Hosting is a collection of methods and practices for facilitating people, teams or groups 
of all sizes, which include asking key questions, and having effective conversations, enabled by 
different collaborative social methodologies
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Intercultural 
Competencies

In the context of the new global 
economy and life in an integrated 
and interdependent global society, 
intercultural competence is a skill that is 
becoming increasingly essential. It refers 
to our ability to understand people from 
different cultures and engage with them 
effectively.  For people that are traveling, 
reaching out, and mixing with people 
different from themselves,intercultural 
competence more than ever beforemeans 
effectiveness in various intercultural 
interactions. For entrepreneurs and 
business people, it is an important source 

How do you imagine work in a multicultural environment? What are the advantages of such an 
environment, and what are its potential disadvantages? In what ways can cultural differences and 
similarities influence entrepreneurial success on different markets?

of competitive advantage because it may 
spell the difference between success and 
failure in a global marketplace. Being able to 
communicate and work with people across 
cultures helps the development of efficient 
international teams to collaborate and 
deliver successful products and projects, 
and supportsthe successful introduction 
of a new product in new markets. In all 
cases, intercultural competence helps the 
development of mutual understanding and 
human relationships that are necessary for 
achieving our professional and personal 
goals. 

Understanding the 
Role of Culture

The term ‘culture’ holds numerous 
meanings and definitions throughout 
various disciplines such as sociology, 
cultural anthropology, biology, and 
agriculture. But for the purposes of 
intercultural skills building, how can we 
define culture and its impact on us? Is it 
the way we dress? The way we prepare and 
eat food? Is it the means of transportation 
we prefer or the type of cars we like to 
drive? Culture is all of this, and much 
more. In fact, most of what we do or say 
is influenced by culture -how we use time 
and space, give and receive information, or 

view and address authority.

Culture is to a society what memory 
is to individuals because it is acquired 
knowledge that people use to interpret 
experience and generate social behavior. 
Since it is based on a shared system of 
attitudes, beliefs, values and behavior, 
cultureinfluences our behavior and 
determines both how we see ourselves and 
how we see the world. There are numerous 
definitions of culture, and one of them 
says that culture is like a mental software 
because it works as anorientation system 
of collective values that guide our actions 
and reactions. This is a famous definition 
of cultureas “the collective programming 
of the mind which distinguishes the 
members of one group or category of 
people from another“(Hofstede, Cultures 
and Organizations: Software of the Mind). 

Culture is manifested through rituals, 
symbols (jargon, gestures or objects), 
heroes (Snoopy in the US or Asterix 
in France), and values. Values are an 
important invisible aspect of culture that 
guide human behavior. They are basic 
convictions that people hold from which 
they determine right from wrong, good 
from bad, important from unimportant, 
natural from unnatural etc. Cultural 
values are learned from the culture in 
which the individual is reared through a 
general process of acquiring culture called 
socialization. 

Although the general process of 
socialization is largely the same regardless 
of culture, the content of socialization 
is affected by culture and its values. For 
example, American society will socialize its 
young people to believe in individualism 
whereas Japanese society will put more 
of an emphasis on getting along with 
the group (collectivist society). The main 
difference is that identity in individualistic 

Culture is often compared to an iceberg. 
Like the tip of an iceberg, visible aspects 
such as food, tradition, customs, 
artefacts, symbols, behavior or clothes 
are easy to see. However, the invisible 
aspects of culture such as values, 
assumptions, perceptions, and beliefs 
form a larger portion of the iceberg 
that is underwater. They are important 
for building intercultural competence 
because they help us understand 'why' 
people eat, dress or behave a certain 
way. Knowledge and understanding of 
how the visible and invisible aspects of 
culture are connected, as well as how 
they influence each other, help us avoid 
intercultural misunderstandings and 
business blunders.
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society is based on the individual, 
while in collectivist societies identity is 
based on the individual's social group. 
Consequently, decisions in individualistic 
cultures are primarily based on individual 
needs, while collectivist societies make 
decisions according to what is best for the 
group. This is the reason why you have 
to allow more time when negotiating or 
doing business with someone from Japan, 

as the Japanese need to reach group 
consensus, and that takes time. 

Attitudes towards time are clearly 
shaped by culture because they reflect 
certain latent values. While for many 
Western cultures the future is something 
foreseeable, many Asian cultures value 
patience, and consider a thousand years 
to be a long period of time.This is in 
complete opposition tothe American 
perception of time, perfectly illustrated 
by the famous saying "time is money." 
Also, since individualistic society focuses 

on individual achievement and initiative, 
members of individualistic cultures will 
quickly change jobs and move to another 
company looking for better professional 
opportunities. In collectivist society, the 
focus is on belonging to the organization, 
and loyalty is highly valued.The following 
figure shows differentcultural value 
priorities from three different cultures/
regions.

Communication Styles 
across Cultures
Another important invisible aspect 
of culture is language. Language 
is a symbolic system which enables 
group members to share their cultural 
perspectives, beliefs, and values because 
language use is based on the way they 
process their thoughts, which is learned 
through culture.  For example, French 
culture is considered to be very polite, 
reserved, and dignified.  For this reason, 
the French say "Je voudrais" (I would like), 

United States Japan Arab Countries
1. Freedom 1. Belonging 1. Family security
2. Independence 2. Group harmony 2. Family harmony
3. Self-reliance 3. Collectiveness 3. Parental guidance
4. Equality 4. Age/seniority 4. Age
5. Individualism 5. Group consensus 5. Authority
6. Competition 6. Cooperation 6. Compromise
7. Efficiency 7. Quality 7. Devotion
8. Time 8. Patience 8. Patience
9. Directness 9. Indirectness 9. Indirectness
10. Openness 10. Go-between 10. Hospitality
Note: „1“ represents the most important cultural value, „10“ the least important

Compare the differences in cultural value priorities in the US, Japan and Arab countries. How might 
they influence decision making, attitudes towards work, authority or time in these regions? What about 
Croatia and our region? Do you see our society as collectivist or individualistic? Which would be our value 
priorities in your opinion?

instead of just saying "I want."  Also, since 
the French value politeness, they often say 
"Excusez-moi de vous deranger, monsieur/
madame" (Excuse me for disturbing you, 
Sir/Madam), instead of simply saying 
"Excuse me."

The late American anthropologist and 
the founding father of intercultural 
communication, Edward Hall, helped us 
better understand the powerful effect 
culture has on communication.  He 
introduced the terms low and high 
context cultures which determine how 
much meaning people encode into spoken 
words. The terms refer to either low or 
high amount of information hidden 
in the context outside of the verbal 
message itself. Low context cultures 
exhibit more informal and direct (explicit) 
communication because words directly 
transmit information in the form of facts 
and data.

High context cultures are 
the total opposite of low 
context cultures because 
they foster more formal 
and indirect (implicit) 
communication, which 
means that a large part 
of the meaning lies in the 
physical context, including 
facial expressions, tone 
of voice, gestures or 
the situation, social 
role and position 
of the person. As a 
result, the message 
in highcontext 
cultures carries 
less information 
since people do not 
explicitly say what 
they want to convey. 
The reason for 

indirectness in high context cultures is 
because their primary goal is to preserve 
and strengthen relationships by ensuring 
harmony and 'saving face' (avoiding 
embarrassment or humiliation). For this 
reason, people in low context cultures 
tend to rely heavily on the spoken word, 
whereas in high context cultures people 
focus strongly on the context.

High context cultures include much 
of the Middle East, Asia, Africa, and 
South America. According to Hall, these 
cultures are typically collectivist and 
prefer group harmony and consensus 
to individual achievement, while low 
context cultures are individualistic 
and focused on action.  Decisions in low 
context cultures, including North America 
and much of Western Europe, are based 
on facts rather than intuition, discussions 
end with actions and communicators are 
straightforward, concise, and efficient.

A Japanese manager explains to an American the difference between 
the implicit Japanese and explicit American communication style: “We 
are a homogeneous people and don’t have to speak as much as you do 
here.  When we say one word, we imply ten more, but here you have to 
say tend words to understand one.” This statement is based precisely 
on the difference between cultures, since in collectivist highcontext 
cultures people share a great deal of common understanding, while 
individualistic low context cultures have little shared experience.

Cultural Value Priorities
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The table below shows societies with 
implicit or explicit communication 
cultures and how these affect decision-
making processes, relationships, work 
ethics, planning, motivation and reward 
system, and other areas of work. 

Ability to Deal 
Constructively with 
Cultural Diversity 
Our ability to deal constructively with 
cultural diversity largely depends on 
intercultural knowledge and skills, but 
also on our positive attitude towards 
intercultural situations. In order to 
understand a culture, it is important 
to appreciate it and look at it through 
the lens of its own values and beliefs, 
and examine how these were created. 
If we are disregarding the cultural 

context and observe other cultures only 
through our own cultural lens, this is 
called ethnocentrism. The positive 
side of ethnocentrism is that it gives 
people their sense of group identity and 
place in history, but it is negative when 

its own group becomes the center of 
everything, and all others are rated with 
reference to it. Apartheid, holocaust, and 
genocide are extremely negative forms of 
ethnocentrism.

Cultural relativism is the opposite of 
ethnocentrism because it relies on the 
fact that there are no absolute criteria for 
judging the activities of another culture 
as 'noble' or 'low.' It is the idea that 
each culture or ethnic group has to be 
evaluated on the basis of its own values 
and norms of behavior. Since it assumes 
an open mind and setting aside our own 

Low context / Explicit 
culture

High context / Implicit 
culture

Examples of countries US, UK, Canada, Germany, 
Denmark, Norway

Japan, China, Egypt, Saudi 
Arabia, France, Italy, Spain

Business outlook Competitive Cooperative

Work ethics Task-oriented Relationship-oriented

Work style Individualistic Collectivistic/team-oriented

Motivation/reward system Individual achievement Team achievement

Relationships Many, looser, short-term Fewer, tighter, long-term

Decision-makingprocess Logical, linear, rule-oriented Intuitive, relational

Communication Verbal over non-verbal Non-verbal over verbal

Planning More explicit, written, 
formal

More implicit, oral, informal

Compare the characteristics of high and low context cultures. How do they affect business communication 
and negotiation? How would the difference between high and low context cultures explain instances of 
miscommunication between North Americans and Japanese people? Based on shared understanding, 
planning, and other characteristics listed in the table, is Croatia a low context or a high context culture? 

cultural background while understanding 
and assessing another culture, cultural 
relativismsupports cultural sensitivity 
and increases our ability to handle 
diversity.

Although we have learned that 
stereotyping implies ignorance, is bad and 
morally wrong in most cases, stereotypes 
can also be used in a positive way. Since 
they represent “mental files that help 
process new information by comparing 
it with past experience and knowledge" 
(Schneider, Managing across Cultures), we 
can use stereotypes as a reference in order 
to simplify cross-cultural experiences. 
For example, if you meet someone from 
China, you are calling up your mental 
image based on your experience and 
knowledge about Chinese people. Then 
you evaluate the present experience with 
ones from the past, and reformulate your 
stereotype about Chinese people. 

The problem with stereotypes therefore 
is not their existence, but the way we use 
them. If we assume that the person we are 
meeting conforms to our stereotype and 
do not allow any new information to enter, 
the information we are receiving will be 
distorted to fit the stereotype. Stereotypes 
are harmful in intercultural situations 
when we deny that we have them or when 
we get stuck with them. A more effective 

way would be to use our own stereotypes 
as a starting point, and then continually 
revise them as we gain more knowledge 
and experience. 

In conclusion, intercultural competence 
involves curiosity and openness to 
understand people who have other cultural 
affiliations, and the ability to interpret 
their practices and behaviors according to 
their own beliefs, norms and values. Since 
it implies learning about and interpreting 
other people’s cultural perspectives and 
relating them to our own, interculturally 
competent individuals gain a better 
understanding of their own cultural beliefs 
and values. For this reason, intercultural 
competence not only improves our 
knowledge and understanding of 
other people, but it also enhances self-
knowledge and self-understanding. A 
considerable body of research about 
intercultural competence shows that it 
can be enhanced through intercultural 
experiences, events and intercultural 
education and training, but it should 
be viewed as a lifelong developmental 
process, since there is no point at which 
an individual achieves ‘full’ intercultural 
competence.

Revision tasks 
1. What is culture? In your answer, explain the Iceberg Model of Culture, and the importance 

of the link between visible and invisible aspects of culture.
2. What are stereotypes? Comment on how they affect genders, racial groups, demographic 

groups and activities? How can stereotypes be helpful or harmful? Provide examples for 
both.

3. What is the difference between the positive and negative form of ethnocentrism? What 
is cultural relativism, and why is it important in building intercultural competence and 
cultural sensitivity? 

4. How could you become a better intercultural communicator?
5. Read the story "The Blind Men and the Elephant" (available at http://tinyurl.com/ofkpo6g) 

and discuss the plot and its relevance for building intercultural competencies.
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Project assignment 
Divide into teams of five. Imagine that you are entrepreneurs from all over the world 
operating in the field of energy, and that you produce, distribute, and install solar panels. 
Let each member of the team play the role of entrepreneur belonging to one of the following 
nationalities: Japanese, Iranian, American, Kenyan, and Italian. You are having a business 
meeting in New York City to discuss interlinking your enterprises, and negotiate business. 
Simulate the business meeting and negotiations, and prepare for them in advance by finding 
out about accepted stereotypes regarding the culture you represent. 

Key words
Culture is acquired knowledge that people use to interpret experience and generate social behavior. It 
represents the totality of socially transmitted behavior patterns, arts, beliefs, institutions, and all other 
products of human work and thought.

Ethnocentrism is the tendency to believe that the individual's ethnic or cultural group is centrally 
important, while all other groups must be viewed in relation to it.

Cultural relativism is the attitude that no culture is superior to any other culture; it is based on 
the notion that all cultural beliefs are equally valid, and that truth itself is relative depending on the 
cultural environment. 

Cultural sensitivity is theknowledge, understanding, and acceptance of cultural differences and 
similarities. Stereotypes are mental representations of real differences between groups allowing 
easier and more efficient processing of information. They are typically widely held, but fixed and 
oversimplified images or ideas of a particular type of person or thing.   

Intercultural competence is the ability to communicate effectively and appropriately in intercultural 
situations based on the individual’s intercultural knowledge, skills, and attitudes. It implies curiosity 
and openness to understand people who have different cultural affiliations, and the ability to interpret 
their practices and behaviors according to their own beliefs, norms and values.





Communication Skills:  
The Art of Public Speaking

What does good public speaking consist of?

The human brain starts to work in the moment of birth, and doesn't stop until the moment you step in front 
of an audience awaiting your presentation. — Anonymous

Public speaking is a skill that can be 
learned. The fact is that most successful 
speakers were not born with that skill. In 
most cases, it is an acquired skill mastered 
by people who received training and 
practice. There are numerous reference 
books on it today, and many lectures and 
workshops. It is only necessary to learn 
certain rules, and try to apply them at 
every opportunity. Perfect public speaking 
is not achieved overnight, but if we learn 
basic guidelines and a few tricks, each one 
of us can improve our presentation skills, 
and achieve success.

First and foremost, you need to prepare 
well. This does not necessarily mean 
that you need to study every reference 
book out there, because we cannot know 

everything, but also because the audience 
is not interested in every single aspect of 
the topic, and they will only remember 15 
to 25% of everything that is said, anyway. 
This is why your preparations should 
focus on saying exactly what you think is 
important. It is also important to know 
and use "tricks" for good presentations, 
as well as to establish a rapport with 
the audience. What is most important 
for a successful presentation, however, 
is the speaker's positive attitude and 
passion about the topic. In other words, 
this means that nobody else can prepare 
a presentation that you will successfully 
deliver, and that each topic you address 
must be adapted to yourself, so that you 
sound convincing and look like you believe 
in what you are saying.
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Preparation 
The first and most important step is good 
preparation. Before you even start working 
on your presentation, it is important to 
ask yourself, and carefully answer the 
following three questions:

• What is my message? (It is what I want 
people to remember and understand 
from my presentation.)

• Who is my audience? (What will 
impress them? What will they find 
useful? What do they need or want from 
me?)

• What do I want people to think, 
do or feel after I am done with my 
presentation?

Only after you have answered these 
questions can you start preparing the 
contents of the presentation – simple, and 
focused on the most important things you 
want to say, as well as on what you will 
use to make contact with the audience on 
a personal level, as if you were talking to 
somebody you know.

Shaping the 
Presentation
Start by writing down all words that come 
to mind in relation to the topic you will be 
speaking about – do not limit yourself in 
advance. After that, group these words 
according to their connection – you will 
get a certain number of sections that are 
more or less apart from each other. Think 
about links between these sections so 
that you can choose main topics you will 
be addressing, and which create a sensible 
whole that will deliver your message. 
Take into account that within one 
representation you should not have more 
than four main topics (think of four 
corners of a house or four table legs). 

The audience would have trouble keeping 
up with more than that.

It is possible to organize content in 
different ways: chronologically, from 
known to unknown, from general to 
specific, cause/consequence, etc. Which 
structure to choose? Sometimes the 
content itself dictates a certain structure 
(e.g. a historical development would be 
presented chronologically). If that is not 
the case, think about different possible 
structures, and choose the one that seems 
best – if you are comfortable with it, the 
presentation will be structured, and the 
audience will have no trouble following 
you. 

Only now can you start writing your 
presentation. It needs to have an 
introductory, middle, and closing part, 
just like any other essay/article you write. 
But do not start with the introduction: 
you first needs to compose the middle 
part of your presentation. Adhering to 
your chosen structure, explain the main 
words, and support them with arguments, 
examples or data. You can also foresee 
counter-arguments, and refute them with 
evidence. Do not forget to create links that 
will allow you to transition from one to the 
other main topic of your presentation.

Only when you have completed the middle 
section, and when you are clear on what 
you will say in your presentation, can you 
choose the best introduction that will 

There are very few jobs that people do so frequently and 
as badly as public speaking. You must have attended 
numerous presentations. How many of them were truly 
good, successful, and convincing? Maybe only a few. 
What makes a public presentation bad? 

capture the audience's interest in the topic 
you will be talking about. And only 
then will you know how to choose a 
suitable, compelling ending. 

The final step is to finalize the text – 
revise, shorten, and simplify it, and 
create index cards. These can be cards 
with notes, but certain visual aids are 
usually utilized which also serve as 
notecards.

Presentations via visual aids help convey 
our message to the audience. Visual aids 
have several advantages:

• they draw attention, so at least half the 
time the audience does not look at the 
speaker but at the presentation  

• they shorten the time required to 
explain something because pictures are 
worth a thousand words

• the presentation is remembered 
longer because the message is conveyed 
auditorily as well as visually.

Rehearsal
You must under no circumstance skip 
the next step: you must rehearse the 
prepared presentation well. The purpose 
of rehearsing is to achieve naturalness 
and spontaneity in expression, reduce 
stage fright, check the duration of the 
presentation, and adapt the written text to 
your personal speaking style. 

How should you rehearse your 
presentation? You should present it out 
loud, preferably in a similar room. It is 
important to check the time. It is a good 
idea to do it in front of someone (friends, 
parents, colleagues) or to record yourself 
and use the feedback on voice quality, 
shortening, use of catchphrases, body 
language, and gesticulation.

Performance
In order for your presentation to leave a good 
impression on the audience, you should take 
into account the following elements:

• conviction/candor – you know the topic 
you are talking about, you believe what you 
are saying, and you believe the audience will 
understand you

• enthusiasm – the topic is important to you, 
it holds your interest, you speak energetically

• spontaneity and casualness – forget the 
rules of written language, and rely on rules of 
spoken language

• force of enunciation – perform decisively, 
do not apologize in advance, speak loudly, 
and articulate words clearly.

Building a rapport with the audience is 
particularly important at the very start of the 
presentation, but it should also be maintained 
for the duration of it. Your non-verbal 
communication is essential for the rapport 
with the audience: eye-contact, smile, facial 
expression corresponding to the content you 
are addressing, open arm position without too 
much gesticulation, and the way you stand 
(and sometimes move) in front of the audience.

A good audience rapport can also be 
established using adequate "baits" to 
draw their attention at the start of the 
presentation, such as phrases we, us, our used 
at the right moment, occasional interrogatives, 
and general delivery in the form of a dialogue 
with the audience. 

Imagine having to deliver a 10-minute presentation 
in front of an audience numbering several thousand 
people. How would you feel?In what way would 
you prepare for this presentation? Look up online 
different techniques that we can use in order to 
overcome performance anxiety caused by the 
requirement to perform in public.
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Revision tasks 
1. What are the elements of good public speaking?
2. What questions should be answered before you start shaping the content of the 

presentation?
3. How many main topics can one presentation have?
4. Name the key advantages of using visual aids in presentations.
5. Which elements should be taken into account in order for your presentation to leave a 

good impression on the audience?

Project assignment 
Public speaking is a skill you can develop, but it requires a lot of practice. Regardless of 
where you find work and what you do, you will certainly sometimes be required to give 
presentations in front of others. Use this time you are in school to hone your public 
speaking skills – do not run away from such situations. Remember: we get better with 
experience, and stage fright lessens. Let your friends set a topic for you to prepare a public 
presentation. After that presentation evaluate yourself, and then ask your friends how the 
presentation went, and use their feedback to make progress.

Key words
Public speaking is a form of direct communication where one person simultaneously addresses a 
larger number of people. It is a skill that can be learned and perfected. 

Preparing the presentation is the first step in successful public speaking, in which the speaker 
needs to determine what their message is, who their audience is, and what they want the 
audience to think, do or feel after the presentation.

Shaping the presentation usually begins with writing down words related to the presentation 
topic, their grouping and logical connecting, which allows for the topics to be shaped, and the 
content to be organized. The presentation needs to have an introductory, middle, and closing 
part, as well as links between different parts. The final step is to finalize the text, and choose the 
visual aids.

Rehearsing the presentation with the aim of achieving naturalness and spontaneity in 
expression, reducing stage fright, and checking the duration of the presentation.

Non-verbal communication is intentional or unintentional communication without words, via 
eye contact, smile, facial expression, body and especially hands position, body language, way of 
moving, etc.
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