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Business Economics And Entrepreneurship
At the Crossroads

Miroslav REBERNIK*

Paper displays main entreprencurship concepts and discusses some problems
of obsolescence of business economics theory. Although entreprencurship in
economic theory has a long history. the consensus aboul ils role in the develop-
ment of national economies is still not reached. The main emphasis of reforms
in transitional countries had been put on privatization instead on fostering en-
trepreneurship. We argue that the problems of low effectiveness of companies
don't arise from ill-defined ownership rights, but from poor management. Along
with clearly defined and regulated ownership rights. entrepreneurial manage-
ment has (o be enforced.

Introduction

Entrepreneur’s function in the society is very old: it must be of the same age as
the institutions of barter and trade, at least. In spitc of that, the science of ccono-
mics and other social sciences, . g. sociology and psychology still didn’t manage
to define clearly the role of entrepreneurship and entreprencur. A term comparable
to entreprencur can first be found in 1697, when Daniel Defoe, with the term
projector, characterized the individual with similar attributes and roles as Joscph
Schumpeter did with his creative and heroic innovator. Credit for introducing
entrepreneur to cconomic literature must be given to Richard Cantillon. an Irish
cconomist working in France, who in 1725 defined entreprencur as a speculator
who buys today at a lower price and hopes to scll tomorrow at a higher price.
thereby creating profit. In a world of uncertainty, the entrepreneur is the primary
agent of the cconomic system.

Since that time the hunting of Heffalump has been going on, as Pcter Kilby
pictured the problem of defining the entrepreneur and the entreprencurship in his
cssay (Kilby, 1971, p. 1). Heffalump is a big and very important animal in the
children’s storybooks about Winnie-The-Pooh (Milne, A. A.: The Housc at Pooh
Corner). No onc has ever caught the Heffalump, those who try to convince us that
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they has seen him claim he’s enormous. but evervone describes him in his own
particular way. Nobody really believes them, and the hunting goes on.

Today we can roughly identify two basic ways of looking at the entrepreneur
and entrepreneurship. One is mainly employed by economists, and the other by
strategic and management theorists. Rare cconomists who find it worthwhile to
investigate the phenomenon. sce entreprencurship as an cconomic function which
supplies the economic (and social) system with the potential for both growth and
devclopment. The entreprencur is seen as an individual who reshuffles resources
and moves them from an area of low productivity to an area where theyv can con-
tribute to higher productivity and lcad to capital gains.

Within the field of management and strategy studies, entreprencurship is main-
ly viewed as an entreprencur’s activity. Studying cntreprencurship means studying
the entreprencur. The elementary-unit of analysis for this kind of research is there-
fore the individual — the entrepreneur — and entreprencurship is defined by his/her
actions.

The history of economic thought is full of varving concepts of the nature and
role of the entrepreneur. Hebert and Link (1989) identified twelve different themes
that can be found in the literature: .. The entreprencur is the person who assumes

‘the risk associated with uncertainty. The entrepreneur is the person who sup-
plies financial capital. The entrepreneur is an innovator. The entrepreneur is
a decision-maker. The entreprencur is an industrial leader. The entreprencur is
a manager or superintendent. The entreprencur is an organizer and co-ordina-
tor of economic resources. The entreprencur is the owner of an enterprise. The
entrepreneur is an employer of factors of production. The entrepreneur is a con-
tractor. The entreprencur is an arbitrageur. The entreprencur is an allocator of
resources among alternative uses.* (Hebert and Link, 1989, p. 41) At least threc
more may be added: The entrepreneur is the destroyer of economic equilibrium.
The entrepreneur is the creator of economic equilibrium. The entrepreneur is
a resource completer (Rebernik, 1998).

The research on entrepreneurship at the end of this century is far from being
solely a realm of the economic science. In the last twenty vears, the investigation
into entreprencurship became a distinct academic discipline which takes the learn-
ing of other disciplines and tries to integrate them into an autonomous body of
knowledge (Bygrave, 1989). The entrepreneurship is ..a science of turbulence and
change. not continuity™ (Bvgrave. 1989. p. 28). and therefore a rather complex
idca. Whenever we talk about entrepreneurship. .we carry around a wide range
of beliefs™ (Gartner, 1990, p. 28), what is casily scen from the overview of entre-
preneurship concepts within economics, above. Filion (1997) estimates that more
than 1 000 publications now appear annually in the ficld of entreprencurship.
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more than 50 conferences annual. and 25 specialized journals. Although there 1s
no doubt that the theory of entrepreneurship must be . flexible and multidimen-
sional to reflect its multidisciplinary roots™ (Filion. 1997). we still don't have an
entrepreneurship theory (Ripsas, 1998).

Let us take a look at some of the most influential entrepreneurship concepts
which reveal some of the background needed for understanding how to foster en-
trepreneurship in the regions of the transitional countrics of Europe.

1. The Entrepreneur as Innovator

The notion of entreprencur as an innovator is ascribed to Joseph Alois Schum-
peter, who placed the entreprencur at the corc of cconomic progress. Economic
development is a dynamic process, and the entreprencur is its driving force. With-
out the entreprencur there is no development: the whole economy is in a routine
.circular flow of economic activities.™ The entreprencur is needed to disturb the
equilibrium. ../t is spontancous and discontinuous change in the channels of the
flow. disturbance of equilibrium. which forever alters and displaces the equilib-
rium state previously existing. Our theory of development is nothing but a treai-
ment of this phenomenon and the processes incident to it.* (Schumpeter, 1934,
p. 64) Schumpeter’s entrepreneur is the agent of change which he views as .....
that kind of change arising from within the system which so displaces its equi-
librium point that the new one cannot be reached from the old one by infinitesi-
mal steps. Add successively as many mail coaches as you please. you will never
get a railway therehy™ (Schumpeter, 1931, p. 641).

Development takes place by the introduction of new combinations of resour-
ces. .. To produce means (o combine materials and forces within our reach. To
produce other things. or the same things by a different method. means to combi-
ne these materials and forces differently. " (Schumpeter, 1934, p. 65). Not cvery
Lhew combination™ is worth Schumpeter’s analysis. Even though incremental
improvements may in time lead to bigger changes that can mean growth. they do
not constitute cither a new phenomenon or development. In Schumpeter's view.
only discontinuous changes represent development and only these Schumpeter
regards as new combinations of production factors.

The economic development is defined by carrying out the following five new
combinations:

1. ..The introduction of a new good - that is one with which consumers are
not yet familiar - or a new quality of good.

2. The introduction of a new method of production. that is one not vet tested
by experience in the branch of manufacture concerned. which need by no means
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be founded upon a discovery scientifically new. and can also exist in a new way
of handling a commodity commercially.

3. The opening of a new markel. that is a market into which the particular
branch of manufacture of the country in question has not previously enter.
whether or not this market has existed before.

4. The conquest of a new source of supply of raw materials or half manufac-
nwred goods. again irrespective of whether this source already exists or whether
it has first to be created.

3. The carrying out of the new organization of any industry. like the creation
of a monopoly position (for example through trustification) or the breaking up
of a monopoly position™. (Schumpeter, 1934, p. 66)

The one who introduces new combinations is an entrepreneur. Schumpeter
assigned to the entreprencur the role of innovator and drew a demarcation line
between invention and innovation. His definitions of entrepreneur and cnterprisc
are clear: .,The carrving out of new combinations we call “enterprise”: the indivi-
duals whose function it is (o carry them out we call “entrepreneurs’.” (Schum-
peter, 1934, p. 74) The definition of enterprise as a carrving out of new combina-
tions stresses the importance of a very specific human property: the ability to
think. to be creative and to innovate. For an enterprise to cxist, an entrepreneur is
needed. For an enterprise to grow, prosper and develop. an entreprencur must
constantly carry out new combinations of resources, which are at her/his disposal.

The survival of an enterprise depends on an cntrepreneur’'s ability to innovate.
The economic system (and the social, as well) needs an entrepreneur to carry out
new combinations of production factors that will vield new products and services
which satisfy the constantly changing needs of consumers. The process of ..creati-
ve destruction™ led by the entreprencur takes place. When the old equilibrium is
destroved and a new combination is established. the business process starts to
repeat in a routine way: the managerial role replaces the entreprencur’s role.

2. Anyone Can Be an Entrepreneur: Entrepreneurship is a Human
Activity

The heroic role of the Schumpeterian innovative entrepreneur is not for cvery-
one. Not every woman or man has the necessary intclligence. power. skills. cour-
age and knowledge to be an entrepreneur. Ludwig von Miscs. the main represen-
tative of the Austrian school of economics, offered some good news: cverybody 1s
capable of entrepreneurial activities, for they invariably exist in all human activi-
ties (Moss, 1995, p. 98). In carrving out entreprencurial activities, some people
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are more successful than others and, from a sociological point of view. can be
called ..entreprencurial types of people.”™ But not all entrepreneurs are of the same
breed: in addition to ordinary entreprencurial people there are _entreprencurs -
promoters,” pioneers that see the futurc more clearly than the crowd and that
drive and promote economic development (von Mises. 1949, 254 — 255).

Again. Miscs reserved for entreprencurs the central role in the economic system. In
so doing, he criticized the overwhelmingly accepted Robbins™ orthodox definition of
cconomics as the science which studies ..... human behaviour as a relationship be-
tween ends and scarce means which have alternate uses' (Robbins. 1933, p. 16).

The performing of entreprencurial activity is crucial for a rapidly changing
modern cconomy in which production factors do not come together incidentally.
An entrepreneur 1s needed to combine them. Taking the entreprencur out of the
economic system means taking out the driving force (von Mises, 1949. p. 249).
Thinking about entreprencurship in Mises’ way does not exclude the sclf-
cmploved, small business owners and managers, Schumpeterian innovative entre-
preneurs in big companies, or anvone clse undertaking centrepreneurial decisions
(Schultz. 1990, p. 33).

Miscs recognized that people are not calculating machines that endlessly opti-
mize (¢. g. consumers calculating when marginal utility will equal marginal costs
when they decide which and how many goods to buy; produccrs calculating when
marginal revenuc will equal marginal costs when they decide what and how much
to produce; cmplovees calculating when marginal income will cqual negative mar-
ginal utility when they decide how many hours to work, ctc.). they are also alert
to opportunities (Barreto, 1939, p. 17).

3. To Be an Entrepreneur One Has to Be Alert to Opportunities

The alertness of an entrepreneur to hitherto unperceived opportunitics is espe-
cially emphasized in the thinking of Israel Kirzner. His entreprencur is vigilant
and alert, always on the watch for potentially unexploited opportunitics that no
one else recognizes and for potentially valuable resources that arc currently not in
use (Kirzner, 1973, p. 33). The main role of the entreprencur in the economic sys-
tem 1s to look diligently for hitherto unperceived opportunitics (Kirzner, 1973, p. 39).

Kirzner perceives the role of the entrepreneur in relation to cconomic cquilib-
rium quite differently from Schumpeter (Kirzner. 1973, p. 72 — 75). As we have
scen, the function of Schumpeter’s entreprencur is to disturb the existing cquilib-
rium of the economic system. Entreprencurial activity disrupts the monotonous
routine of ..circular flow of economic life.™ and the centreprencur is the driving force
inducing change and gencrating new opportunitics. It Schumpeter’s entreprencur
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destroys equilibrium, Kirzner’s entrepreneur creates it. The starting position of
Kirzner’s entreprencur is a state of disequilibrium. Nobody but the entrepreneur
can bring about changes that will lead to the cquilibrium of the cconomic system.
Changes he will induce, will alter the existing pattern of wrong decisions associ-
ated with many missed opportunitics. The entreprencur will coordinate the market
constituents that were in disharmony because of crroncous decisions in the past.
and will tune up the market instruments.

Kirzner’s entreprencur is not a heroic and pionecring innovator, as painted by
Schumpeter. He/she is an ordinary person who is thoughtful and alert, and therc-
fore capable of recognizing and exploiting existing business opportunitics, which
await discovery. The entreprencur stands in the center of processes taking place in
a market economy.

4. An Entrepreneur Has to Complete Inputs and Fill in the Gaps
in the Market

Life (and a market) is not perfect. The role of an entrepreneur is to fill in the
gaps and to contribute to the functioning of the market. An important task the en-
“trepreneur must fulfill is to employ inputs which arc inherently ambiguous and
undefined, although needed for production. Without those _soft™ production fac-
tors, such as lcadership, motivation. capability of solving a crisis situation. rcs-
ponsibility, etc., there is no output. An entreprencur possesses all these critical
and unique characteristics. Leibenstein (1968, p. 75) seems to support this posi-
tion when he characterizes the entrepreneur as having four major attributes: .....
he connects different markets. he is capable of making up for market deficien-
cies (gap-filling). he is an “input-completer.” and he creates and expands time-
binding. input-transforming entities (i. e.. firms)." Not all pcople have mput-
completing and gap-filling capabilitics, only entreprencurs: therefore. entrepre-
neurship is a scarce resource.

What we found to be very useful for contemplating situations in cmerging mar-
kets countries is the uncommon Leibenstein’s picture of the economy. He suggests
to ..... visualize the economy as a net made up of nodes and pathways. The no-
des represent industries or households that reccive inputs (or consumer goods)
along the pathway and send outputs (final goods and inputs for the other com-
modities) to other nodes. The perfect competition model would be represented
by a net that is complete. that has pathways that are well marked and well defi-
ned. that has well-marked and well-defined nodes. and one in which each ele-
ment (i. e.. firm or houschold) of each node deals with every other node along
the pathways on equal terms for the same commodity. In the realistic model we
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pathways. and some nodes and pathways are. where they exisis. poorly marked
or entirely unmarked from the viewpoint of element of other nodes. We may
refer to this net as impeded, incomplete and “dark " in contrast to the unimpeded
and ‘well-lit " net that represents the competitive model” (Leibenstein, 1968. p. 77).

Leibenstein’s picture of the economy is obviously very different from the
(nco)classical one. His way of visualizing the economy reveals an important point
relevant for less developed economices: the less market institutions are developed
and the less developed and stable are the . rules of the game.™ the morc holes and
rears in the net exist. On the one hand. this means that many unexploited opportu-
nities exist which are waiting for entreprencurs to scize them. On the other hand.
cntreprencurship in such an environment is much riskier and of uncertain outco-
me. and therefore less attractive for potential entreprencurs to join the tasks of in-
put-completing and gap-filling. A lack of cntreprencurs exists, and the ,.darkncss™
of such an cconomy increases — a circulus vitiousus. ‘

5. The Ability to Deal With Disequilibria

Theodore Schultz (1975) argues not only that the entrepreneur has the abilitics
to deal with discquilibria. but also that such abilitics can be gained and increased.
cspecially with cducation. In accordance with the theory of human capital. he
considers entreprencurship to be found not only in business but also in many other
human activities. In a dyvnamic economy, people go through different phascs dur-
ing their life-cvele — including, for many. an entreprencurial one. .4 wide array
of people at various points over the life cycle are entreprencurs: not only bu-
reaucrats and farmers but also laborers, students. housewives and consumers
are entrepreneurs.” (Schultz, 1980, p. 437) To agree with such a gencrous defi-
nition of entrepreneur, we have to accept the underlving concept that the cssence
of cntreprencurship is the ..ability to deal with disequilibria*. (Schultz, 1973.
p 830) In a modern economy, many pcople - not only thosc engaged in business —
consciously rcallocate their resources in response to changes in cconomic condi-
tions. .. Like intelligence. entrepreneurial ability is one of the gencral attribuies
of human beings.  (Schultz, 1990. p. 6)

The elementary entrepreneurial ability characteristic of most people is not only
the ability to deal with disequilibria, but also the ability to reallocate their re-
sources. Every modernizing economy is in a state of permanent disequilibrium.
The changes brought about by modernization result in perpetual questioning about
how to allocate one’s time and resources. The entrepreneurial abilities to deal with
discquilibria and to reallocate resources can be innate or acquired. The acquired
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part can be enhanced by expericnce. training or schooling and represents an in-
vestment in human capital (Schultz, 1990. p. 86).

Schultz emphasizes that pcople, when choosing frecly. will usually endeavour
to acquire abilitics that will yield them the optimal utility from futurc carnings
that arc constraincd by the resources at their disposal. The acquired abilitics arc
very different and increase in variety with increasing specialization. Thev are
largely the product of learning and experience. which take place when people are
faced with changes in cconomic conditions. Unfortunately. the abilitics acquired
when reacting to one type of change in economic conditions arc not productive
when another (and different) change takes place (Schultz, 1990, p. 95 - 97).

6. Productive, Unproductive and Destructive Entrepreneurship

Another warning should also be taken into account: not cvery entreprencurship
is aimed at development. Baumol (1990. 1993) talks about productive. unproduc-
tive and destructive entreprencurship. His basic idea is that ..... entreprenciirs are
always with us and always play some substantial role” (Baumol. 1990. p. 894).
But the array of roles they play is very diverse. and there is no guarantee that the
entrepreneur’s cfforts will be allocated in a way that follows the innovative and
constructive image we usually have of entreprencurs.

The rules of the game and the structure of pavoffs that prevail in a particular
socicty and time determine the behaviour of entreprencurs. ... it is this set of
rules. and not the supply of entreprencurs or the nature of their objectives that
undergoes significant changes from one period to another, and helps to dictare
the ultimate effect on the economy via the allocation of entreprencurial re-
sources.” (Baumol, 1990. p. 894) Many definitions and roles can be found in the
entreprencurship aggregate: business founding and management. innovative cntre-
prencurship, imitative entreprencurship. unproductive entreprencurship and rent-
sceking entreprencurship (Baumol. 1993).

Unproductive entreprencurship refers to the performing of entreprencurial acti-
vitics that cnrich the entreprencur. but do not increase the wealth of a socicty. In
some cases, they may cven play a destructive role (apart from the entrepreneur-
ship of military dictatorships, destructive wars, ctc.). cspecially when they ob-
struct the dissemination of technological knowledge and inventions.

When fostering entreprencurship in emerging market countrics, we need to ha-
ve in mind that for achieving economic growth and development. it is important to
“correctly™ allocate the cfforts of entreprencurs. If entreprencurs are free to sclect
where to allocate their entreprencurial talents. visions. cfforts. knowledge and
skills. they may allot it to anyv of the following of Schumpeter’s entreprencurial
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activitics: the introduction of a new good. the mntroduction of a new method of
production. the opening of a new market. the conquest of a new source. or the
carrving out of the new organization of an industry. Becausc the supply of centre-
prencurship in any socicty is limited, it is important for the development of a soci-
ety to determine which activities will have priority. Why should entrepreneurs be
more interested in the introduction of new goods than in carrving out the new or-
ganization of an industry. if not because of the present .rules of the game™? The
rules of the game. which prevail in a certain socicty at a particular time. determine
the motivation. values. and calculations of entreprencurs about where to invest
their abilities and cfforts.

The rules of the game determine the structure of pavofts for entreprencurial
behaviour. The entreprencur is an allocator of resources and simultancously a re-
source that can be allocated.

Baumol proposes to expand Schumpeter’s list of entrepreneurial activities with
another one: rent-secking innovations. [f entreprencurs are defined. simply. as
persons who are ingenious and creative in finding ways to add to their wealth
and prestige. then it is (o be expected that not all of them will be overly con-
cerned whether an activity that achieves these goals adds much or little to the
social  product, even whether it is an actual impediment to production.”
(Baumol, 1993, p. 28 - 29) If the rules of the gamc in a certain socicty arc of
a kind that docs not opposc cntreprencurial rent-secking activitics or cven sup-
ports them, more and more entreprencurial cfforts will be allocated to these acti-
vities. In this case, because of the limited supply of entreprencurship. cconomic
development will be slower than it might be if the socicty supported productive
entreprencurship.

The rules of the game arc important for encouraging cntreprencurial activitics.
as many of Baumol's examples show. We should bear in mind that (1) the rules of
the game that determine the relative payoffs for different entreprencurial activitics
change dramatically in time and spacc, (2) entreprencurial behavior changes from
onc cconomy to another in responsc to variations in the rules of the game. and (3)
the allocation of entreprencurship among productive and unproductive activitics
may deeply influence the innovativencess of the socicty and the rate of dissemina-
tion of technological innovations.

In his discussion of cntreprencurship, Baumol brought good news: the alloca-
tion of entreprencurship _benween virtue and villainy, ™ and .. ... henween produc-
tive and unproductive activities ™ (Baumol. 1993, p. ix) can be directed and docs
not need to rely on slow cultural changes in order to .. find measures (o redirect
the flow of entreprencurial activity toward more productive goals™ (Baumol.
1990, p. 919).
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7. Fostering Entrepreneurship Within Companies

The remnants of old habits and old rules of the game are still very influential.
We can still find belicfs that entreprencurship can be limited to new firms forma-
tion. and cntreprencurs can be pushed to the area of the so called small business
management and small business ownership. Though. in the last vears it has beco-
me very clear that:

e cntrepreneurship is also of crucial importance for big companics undergoing
different phases of growth, downsizing, recngincering etc.

e the ability to reshuffle (reallocate) resources is not restricted only to entre-
prencurs within business systems, but can be found in many other human svstems
and activitics, too.

The reshuffling of production factor means that entrepreneur innovates. There-
fore. innovation is a specific “tool” of entreprencurs with which theyv exploit
opportunitics brought by changes in economic and social svstem. Entreprencur-
ship is in the very core of the process of innovative (= successful) business (Re-
bernik, 1990).

But. the level of sctting free of their entreprencurial abilitics depends on the
- nature of organizational culture and on individual motivational factors detcrmined
by cconomic and social environment.

We may speak about external and internal condition for encouraging cntrepre-
ncurial activitics within a company. The external influential factors of fostering
the entrepreneurship arc the availability of venture capital, institutional support
for translating scicntific and technological ideas into successful venture. active
support of governmental and local authoritics. protected property rights. and acce-
lerated removing of the barriers hindering entreprencurial behaviour (Smilor.
1986).

However. very important are becoming also the social status and the quality of
lifc of current and futurc entreprencurs.

The business system can maintain and develop intraprencurship if the manage-
ment structures focus on encouraging new ideas. providing resources for the deve-
lopment of new ideas, encouraging the flexibility. empowerment of employecs.
tailoring the reward structure that prefer innovativencss. ctc. A new type of mana-
ging the company is needed, a type of management that is morc appropriate for
modern turbulent times that demand many entreprencurs and a broad array of en-
treprencurial behaviour. The introduction of new combinations of production fac-
tor is accelerated. and a modern company needs an cver increasing number of cn-
trepreneurs. Instead of traditional management. and cntreprencurial management
is nceded.
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8. Entrepreneurs and Managers

In a rather simplified way we can argue that the entreprencurship deals with
pursuing the opportunitics regardless of the resources the entreprencur has cur-
rently on his/her disposal, and with the establishing a new busincss (scc ¢. g..
Timmons, 1994). On the other hand, the management deals with running the given
business. The entreprencur 1s the person who is scarching for opportunitics to be
exploited. and the manager is the person who secks for methods and means of
cffective and cfficient utilization of resources entreprencur has gathered for the
opportunity to be exploited.

In order to draw a more viable distinction between the entreprencur and the
manager one has to look into the core of doing business which is characterized by
uncertainty, risk bearing. innovation, structurc of pavoffs. and the eternal cco-
nomic question: who is the residual claimant of the venture’s (undertaking's)
benefit (Rebernik, Mulej. Kajzer, 1996). Hence: it is the manager’s role to take
carc of a trouble-free ..circular economic life cvele™ (Schumpcter, 1939, 19531).
.evenly rotating economy™ (von Mises. 1949), or of keeping . the stationary state™
(Schultz, 1990). On the other hand. it is the cntreprencur’s role to permanently
ruin the equilibrium (as Schumpeter is convinced). or to permanently make this
cquilibrium (as Schultz believes).

The entrepreneur swings between the Scila and Caribde of the economic equi-
librium and discquilibria and the manager takes carc of the current processes.
lcaving discontinuitics to the entreprencur. In periods of discontinuity, business
systems work in a complex and turbulent environment. They face permancnt
changing and arc forced into a permancnt switching between the managerial and
entreprencurial role of the human capital emploved in the business svstem. There-
forc. it makes more sense. from the viewpoint of running a business system. (o
discuss the managerial and entreprencurial functions which arc supposed to take
placc in a business system both at the same time. but with exchangingly bigger
emphasis on onc of them in single phases of the business process.

Thus. delimitation between the entreprencurial and managerial roles and com-
panics” orientations lets us sce, that the entreprencurship as a business function is
of no single type. but rather a palctte of behaviors (Stevenson, Roberts, Grous-
beck, 1989).

On one pole, there is the tvpe of running the business which is awarc of its
opportunity to take a chance disrcgarding the resources under current control.

On the other pole there is the type of running the business which encourages
cfficient management emphasizing efficient use of the current resources (Steven-
son, Sahlman. 1986).
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New idceas are not equal to new business opportunitics. The managerial type of
running a company does not perceive many new ideas as new opportunitics duc to
the optics chosen according to sources available. The new project must meet cur-
rent sources. Complexity of novelty requires a longer decision making process.
which may be too long for the reaction to be quick enough, and the entrance ob-
stacles to be low enough. A suitable risk management cnables a quicker transfer of
resources from one project to the other which enables a better exploitation of the given
capacitics. So do a suitable organizational structurc. empowerment and decentraliza-
tion of management (Rebernik. 1992: Halal, Geranmaych, Pourdehnad, 1993).

9. Obsolete Business Economics

Prevailing business cconomics is occupied with a Newtonian. mechanical con-
cept of the functioning of economic activitics and cconomic laws (Muley ct al..
1992: Georgescu-Roegan. 1971). The main reason for the insufficicney and inap-
propriateness of prevailing traditional business cconomics for busincss systems
which operate in turbulent environments is that the paradigm of cconomics was
created in the entirely different circumstances of a relatively stable environment.
where a static look at the firm was sufficient. As circumstances have changed
radically, there is now an urgent nced to establish a business economics thcory
which goes bevond markets, and is able to embrace and explain all the cssential
clements and linkages of modcrn business.

With the sterility of (neo)classic economics in mind, the last two and a half
dccades have shown that a number of alternative approaches have evolved: namc-
Iv, the behavioural theory of the firm. the agency theory, transaction cost econo-
mics. cvolutionary economics. and the resource-bascd view of the firm. These
approaches are not fully mature vet and arc vet to gain all the attributes of a nor-
mal science. For the time being. none of these theorices is capable of offering a ho-
listic view of an enterprisc. Thev arc much better suited than traditional business
cconomics for investigation of man and his/her creativity. This is especially truc.
because they concentrate on rescarch of the hierarchy, 1. ¢.. the firm. and they no
longer view the market as the only possible coordination mechanism nor owner-
ship as a middleman for company’s efficiency and cffectivencss.

The business environment is no longer stable and routinistic. and hence the
routinistic business and cstablished economic analyvsis is no longer adequate. Until
recently, creativity (outside the frameworks of sociology and psvchology) within
a company. was ncarly exclusively a topic of organizational and management
sciences. Economics. anchored in the classic and ncoclassic microcconomics tradi-
tion, did not really know what to do with creativity. With its concentration, first
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and foremost, on markets and prices. production and cost functions. supply and
demand. allocation of production resources and opportunity costs. ctc.. business
cconomics failed to acknowledge creativity. innovativeness and entreprencurship.

During the 70°s and 80°s. the situation changed. In order for a company to be
ablc to cope with the growing complexity of its environment. quite a number of
economic approaches evolved. which challenged the neoclassical neglect of the
creativity and imnovativeness of both the individual and the group. The radical
changes in cconomic reality in recent decades demanded a radical rethinking of the
role of man and his/her creativity. The company’s environment is no longer stable.
hence a static approach is no longer adequate. Current business economics theory
still treats the human in an extremely narrow sense. only as a factor of production:
namely. labor which, along with capital and land. arc necessary for the production
process. Even more, labor as a factor of production is considered only as a physi-
cal phenomenon. Words like quality, creativity, cooperation, imagination, ¢mo-
tion. individuality. corporate culture, synergy. cven cntreprencurship and innova-
tiveness, are not uscd in traditional business economics. Without them. however.
there is no innovation. no innovative business. no quality. no cfficicncy and no
long-term company effectiveness. The science of business cconomics s still over-
whelmingly interested in people only as expenscs or costs. Unless people are an
item in the balance shect. or in the income statement. canonic business economics
pays no attention to them.

Upon viewing business cconomics as the science of the rational usc of scarce
resources, and looking at the development periods during the last century, we can
discern the following phases:

e Factors of production (land, capital, and labor) were cheap and easy to access by
entrepreneurs. This was the time of the formation of the basic paradigms of busincss
cconomics, which made it into a normal scicnce in the space of a few decades.

o Factors of production became increasingly scarce. more cxpensive. and
nceded to be organized to be exploited as rationally as possible. That is why the
technological and economic principles of rationality were deployed.

e The production potential of the .hard™ production factors (land. capital.
physical labor) is now diminishing and becoming scarcer and hence more expen-
sive. Creative ideas and entreprencurship. which were able to give birth to new
value and new profit, arc increasingly becoming important factors of production.
It is only fresh and bold ideas. by which business opportunitics can be identificd
and the necessary resources can be acquired for their fruitful exploitation that still
assurcs progress (Rebernik, 1999).

The turbulent changes in a company’s environment has disclosed some weak
points of business cconomics as a normal science:
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e It docs not take mto account that human creativity has become a scarce re-
source.

e It docs not take into account that the hicrarchy cxists alongside the market,
as a coordination mechanism. and alongside them cxist other coordination mecha-
nisms. that are far from having a profit motive as their basis.

o It does not take into account the fact that in the information age.” owning
idcas and information i1s more important than owning capital.

The increasing importance of knowledge. new idcas and entreprencurship is
evident. We can say that a decade or two ago. the _hardwarc™ period in which
hard production factors dominated. came to an end. Pcople and their creativity ha-
ve now become the crucial production factor. and cconomic scicnce must be refor-
med and transformed to adapt to new realitics (Rebernik. Mulej. 2000). Some pa-
radigmatic shifts of business cconomics must be made.

Conclusions

According to transaction cost cconomics we understand the company to be
a system of mutual relations which come to live when the arranging of the re-
sources depends on the entreprencur (Coasc, 1937) — and not on the price mecha-
nism: hence. the firm can justifv its existence only by realizing its function at
a cost smaller than the cost of the market and its price mechanism. It 1s exactly
the absence of an cfficient working of the entreprencur’s function which is onc of
the main reasons for the so called X-incfficiency (Leibenstein. 1966) of the firm.
The X-inefficiency surfaces duc to deficiencics in the enterprise’s management. [t
always happens when the production factors disposable arc used by the company
in a way which. even if the right product is being produced, do so less produc-
tively than possible.

The point is. hence. to find an cfficient combination of the production factors
which is onc of the entreprencurial functions. This 1s why one cannot escape the
importance of entreprencurship and. along with it innovation in order for the
company to be cfficient. The company’s efficiency can. namely, not be achicved
without permancntly producing new products and services. and they cannot be
produced unless the business process clements arc new (different) as well as their
combinations.

This is the point where we meet one of the crucially wrong and also fruitless
approaches m the restructuring processes in Central and Eastern European coun-
trics. In the core of their efforts is not a creative entreprencur but an owner. There
is in the very starting point of the privatization concepts a supposition which has
never been really questioned: it savs that the goal of privatization is to find an
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owner of the currently social and state owned resources. Many international in-
stitutions have measured the success of transitional processes by the percentage of
privatized companies, not by increased GNP or, cven less, by increased quality of
life. They ignored the suggestion of property rights economics to defocus the at-
tention from ownership to property rights and to the creation of proper incentives
to assurc an cfficient allocation of scarce resources. At the same time thev ignored
the concept of the X-incfficiency which says very clearly that the basic problem
docs not lic in the ownership. but rather in the management of the resources
(Rebernik, 1997).

The basic problem which the enterprises in Central and Eastern Europcean
countries arc facing, and duc to which the socialist/communist model of running
the economy has proven historically inefficient. does not result from the owner-
ship itsclf, but rather from an inefficient management of the asscts. The problem
of inefficiency of the transitional economics and their companies. therefore. can-
not be solved on the lability side of the balance sheet. but rather by arranging and
managing the resources in such a way that the business opportunitics will be cx-
ploited in the most cfficient possible way:.

The nominating of the owner is far from being cnough. The problems of low
effectiveness of companies don’t arise from the ownership, but from poor man-
agement. What i1s needed is not (only) the ownership. but entreprencurial man-
agement. It’s the type of management that recognizes that the essence of effective
government of a company is the entreprencurial management that scarches for.
implements and manages innovations and continuous improvement, what can’t be
donc without a well organized managerial processes and an innovative support by
the co-workers.

Within cconomic scicnee. the twenticth century has been denoted with Robbins'
definition of cconomics as being the science which studics .human behavior as
a relationship between ends and scarce means which have alternate uses”™
(Robbins, 1935, p. 16). We dare to predict that the cconomics of the this century
will be denoted by entreprencurship focused not on existing resources. but on
opportunities.
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EKONOMIA PODNIKANIA A PODNIKATELSTVA NA KRIZOVATKACH

Miroslav REBERNIK

Fenomén podnikatela sa bezosporu stal jednym zo zdkladnych objektov revizic nco-
klasickej alokacnej statiky v ckonomickej teérii od druhej polovice 20). storocia. Pri¢ina-
mi tejto zmeny boli predovsetkym dva rozhodujlice momenty vystupujice pri rozvoji
ckondmic ako vedy. ktorcj protagonisti sa prirodzene usilovali o ipIné osamostatnenic
jej vlastnej metodolégic. a zdroveil o ukotvenic multidisciplindrnych prvkov vlastného
systému (ktorych typickvm prikladom je fenomén podnikania a  podnikatelstva) do
samorcgulacnej dynamiky ckonomic ako celku.

Tym prvym momentom je extrémne usilic vynakladané na konzistentné (pre)defino-
vanic podnikatela ako ckonomického faktora, ktorého aktivita. jej konkrétne formy. in-
tenzita a vysledky vedu za ramcovo definovanych zikladnych podmicnok .Standardnej”
ncoklasickej mechaniky alokdcie zdrojov k nastoleniu rovnovihy. alebo k jej naruscniu
v predikovatelnom smere. Takyto zdmer o skompletizovanic systému ckonomic ako
samoslatnej vedy sa. napokon. zretel'ne prejavuje uz ako zdkladny ciel’ neskorsich prac
J. A. Schumpetcra (od roku 1934).

Druhym rozhodujiicim momentom. prirodzene rezultujucim z rozpacitych vysledkov
snaZenia o vyrieSenie prave uvedeného prvého. je poziciovanic podnikatela a podnika-
tel’stva ako jedného z dvoch centralnych fenomenologickych objcktov (novej) institucio-
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nalnej ckondmic v jej rozlicnych smeroch. Nepochybne do tohto nezvykle difcrencova-
ného a heterogénnecho komplexu. poznacencho predimenzovanym usilim o presadenic
autoritativnej novej paradigmy. patria také smery. ako napriklad rekvalifikovanic beha-
viordlnych a agentskych (eorii formy. (novd) ckonomia vlastnickych prav. ckonomia
transakénych nakladov. ekondmia prdva, inStituciondlno-cvoluéna ckondmia. tcéria (zv.
neproduktivne vvnakladanych ekonomickych zdrojov — neskor teoria rent-seekingu atd’.
Pri vietkej divergencii tohto vyvoja tu zohrali. a nad’alej zohravaju fundamentalnu ulo-
hu dva zasadné prispevky — zdkladné postulaty dynamiky firmy (a teda podnikatelsia
ako takého) ako internalizacie transakénych ndkladov medzi jednotlivymi faktormi jcj
existencie a persistencie Ronalda Coaseho (1937) a koncept X — neefektivnosti Harvey-
ho Lcibensteina (1966). Oba predstavujii zdklad prckonania neoklasickej mechaniky
spolupdsobenia jednotlivych vyrobnych faktorov a labilného prepojenia rovnovahy na
mikro- a makrourovni.

Tento prispevok. re$pektujic. a zaroveil reflektujic uvedené systémové stvislosti.
pontka osobitni reflexiu zloZilej a nejednoznaéngej problematiky endogenizicic fenomd-
nov podnikatela a podnikatelstva v komplexe ekondmic ako samostatnej socidlnej vedy.
Ked7Ze zjednodudeny alokacno-distribu¢ny koncept ncoklasickej ckondmic. dynamiky
a statickej rovnovahy trhu je. naprick vsetkym naznacenym idcovym inovaciam. stile

- jasnc dominujicou paradigmou schematického vnimania a analyzovania hospodarskych
procesov. autor désledne konfrontuje tradi€ni schému jej vyvoja a zmien v 20. storoci
vo vztahu k fakloru podnikatelstva. Predstavuje koncepeic permanentnej destrukcie
rovnovdhy v (rhovej ekonomike ako zakladnej funkcie podnikania a inovdcii (J. A.
Schumpeter. 1934). von Misesovu (1949) pra.(cologickﬁ alternativu Robbinsovej orto-
doxngej neoklasickej metodologie. hodnotovo neutralnu a rovnovihu znovanastolujicu
koncepciu podnikatela 1. Kirznera (1973). Schultzov generdlny pristup k podnikatel’-
stvu ako k moddlnej vlastnosti I'udského kapitdlu vscobecne (1975), Leibenstcinovu
koncepeiu X — neclektivnosti (1966), ako i pokus o novi klasilikdciu produktivncho.
neproduktivneho a deStruktivneho podnikatelstva W. Baumola (1990). uskutoéneny
v snahe o systemizdciu interdependencii jednotlivych pradov (novej) inStitucionalne;
ckonomic v ich vztahu k vSeobecnej ekonomickej teorii.

V nadviznosti na tento prehlad autor v Casti Obsolete Business [iconomics opitovne
identifikuje vndtorni neschopnost’ neoklasickej newtonidnskej mechaniky analyzy vyvo-
ja hospodarskcho pohybu formalizovat’” dynamiku podnikatela a podnikatelstva v kom-
plexe ckonomic. priCom (u ziaroveii poskytuje zaujimavy cvoluéno-faktorovy modcl.
V zavere zdoraziuje nedostatoénost’ povrchncj hypolézy o samorovnovaznej transfor-
macnej stratégii. zaloZencj len na vytvoreni nominativinych absolutizovane poziciova-
nych vlastnickych vztahov. a zdoraziuje faktor ncefcktivnosti manazmentu ckonomic-
kvch aktiv ako zakladnu pri¢inu nedostatoénej kreativoej endogenity podnikania a pod-
nikatelstva v trazitivnych ckonomikdch a spolo€nostiach.



