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Abstract

Universities in transitional countries of southeastern Europe did not lead the education reform in their respective countries, but contributed to making education systems  “deeply troubled sectors” in most of them (World Bank). Case of Croatia proves it. After splitting former Yugoslavia in 1991, changes caused by the introduction of parliamentary democracy and a full market economy required new knowledge and skills in running the country and businesses. Education system, run on the “business as usual” approach, ignored those mega changes of political and economic system, even dramatic increase of unemployment and changes in employment structure (doubling employment in small enterprises, while employment in medium and large enterprises halved), comparing 2000 with 1990. Business education stayed unchanged mainly based on management curricula, either neutral or focused on big businesses. Small businesses stayed out of university education focus, as well as entrepreneurship. Based on some advanced approaches in entrepreneurship education in the world and identified local needs, it was an interesting challenge to introduce the first entrepreneurship graduate program in Croatia. The challenge was even bigger to develop such program in the framework of traditional, state-owned, non-entrepreneurial university setting. Despite it is a demand driven program (six classes enrolled in three years), the University is still struggling with questions, like: is entrepreneurship a science or not; should it be a part of the university education at all or not; how entrepreneurship should be taught: as a part of economic education or interdisciplinary. The paper presents state-of-the-art thinking about entrepreneurship education in a transitional country (Croatia) as a challenge for insiders as well as for international stakeholders (universities, businesses, donors), to get rid of myths (“born entrepreneur”) as well as to develop competition in the higher education sector, based on demand driven, high quality programs.
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Introduction

((((((The paper is aimed to discuss issues relating to the introduction of entrepreneurship education programs into universities, using Croatia as a referential case. In order to make a sound conclusion, questions related to educational needs,(((((
Entrepreneurship education – missing link in transitional economies (case of Croatia)

((((((((((
Our past experience is not helping us now

(((((((
Croatia was one of the most developed parts of the former Yugoslavia. Its education system was well developed and served the needs of that time existing political and economic system. After splitting former Yugoslavia in 1991, changes caused by the introduction of parliamentary democracy and a full market economy required new knowledge and skills in running the country and businesses, which education system could not offer without radical changes. The staggering problems of war devastation, corrupted privatization, incompetent banking sector and increasing poverty distracted government officials from educational problems for too long time, although many experts loudly argued that without interventions in education, expected process in democratization and developing market economy will be slowed down. E.g. education system did not react on dramatic changes in employment structure, where only employment in small enterprises doubled, while employment in medium and large enterprises halved, comparing the year 2000 with 1990. Business education stayed unchanged, mainly based on management curricula either neutral or focused on big businesses. Small businesses stayed out of university education focus, as well as entrepreneurship. Except in few cases, management and entrepreneurship education has been emerged in the lap of traditional economic education, what largely determined the profile and mindset of provideres.

((((((((
What do we know about educational needs of entrepreneurs in SME sector?

(((
Changes in political and economic system, which Croatia is experiencing in last ten years, have been sending clear messages to many institutions and individuals about the changing educational needs in the society. Dangerously high unemployment (23 %), dominant employment in SME sector (1), and urgent need to increase the competitiveness in selected industries able to compete on international markets are the basis for identifying specific educational needs of unemployed people, government officials on all level (from central to local) and business community:  

· unemployed people need technical assistance to enter the process of self-employment

· unemployed peoople need re-education and re-training support

· SME sector needs consistent and incentive environment (regulations, taxation instruments, efficient legal system, education system) to be able to build itself as developmental dynamo of Croatian economy, and to be able to play a role of a job generating sector 

· small economy like Croatian economy must be export oriented, what imposes very demanding tasks on educational institutions to facilitate developing a knowledge-based economy

Sometimes, as in the case of education and training services, it is not easy to transform on-going changes into needs, even when changes are visible enough and being around for a while. 

(((((
((((
(((((((
Fairy tale stories about easy transition from non-entrepreneurial economy to entrepreneurial economy are, luckily, behind us, but unfortunatel((((((ly they characterized a good part of 1990ies in many transitional countries, Croatia too. Many people expected that declaration on independence, parliamentary democracy and introducing market economy will free entrepreneurial potential which we are born with (or not) – and that is it. What independence means, we know now, what is parliamentary democracy – we still struggle with it, but what does it mean the market economy – here we cannot decide easily what is it. Everything is in the game: from Smith’s invisible hand to Kornai’s soft budget economies. In this chaos of concepts and approaches, framed in the belief of born, not made entrepreneurs, neither government or educati(((((((on system was much interested in educational needs of entrepreneurs, especially in SME sector. Neglecting an obvious fact that majority of economy is actually based on SME sector, governmental policies hardly can achieve expected effects, even on the level of a single policy instrument, and they are even less able to con((((ibute to developing entrepreneurial activity of the country.

Surveys conducted in 1997 and 2001 amongst 200 small business owners, revealed that Croatian entrepreneurs (in SME sector) usually are “first generation” entrepreneurs (80 % of surveyed sample), i.e. they are the first entrepreneurs in their families.  Most of them are also “necessity based entrepreneurs” - not because they wanted it or followed some family role models, but since situations ((((((losing jobs in bankrupted large companies, or because of downsizing processes in privatized companies…) forced them to become entrepreneurs. Those necessity-based entrepreneurs are great risk takers, not even being aware of that fact. They jump in an enterprising challenge without having role models from their immediate surrounding or adequate education preparing them for running their own businesses.  To make such enterprises more “challenging”, entrepreneurs are exposed to not so enabling regulat(((ry and financial environment for such enterprises.  

In 2002 Croatia participated in Global Entrepreneurship Monitor project that brought up new lights on who is an entrepreneur in Croatia: three times more often a man than a woman, in the age between 25 and 34, and confirmed findings from earlier research regarding necessity based entrepreneurs. Measured by Total Entrepreneurial Activity Index – TEA index (percentage of adult population 18 to 64 years old actively engaged in start-up activities and/or managing their own businesses not older than 42 months), Croatia ranked quite low on opportunity based entrepreneurs criteria (34. out of 37 countries) and higher on necessity based entrepreneurs (24. out of 37 countries). 

Entrepreneurial activities also greatly depend on factors such as know-how and experience for starting up a business undertaking, recognizing a business opportunity, socializing with entrepreneurs, except in the case of necessity-driven entrepreneurship.  There are great differences in the TEA index among those who socialize with entrepreneurs and those who do not know any entrepreneurs (6.10 vs. 1.53); among those who await a good business opportunity in the next six months and those who do not see one (9.03 vs. 2.29), those who have the know-how and experience for new business activities and those who do not (7.83 vs. 0.61). Those who will not perceive a business failure as the end of their entrepreneurial career are more frequently entrepreneurs than those who will consider a business failure “the end of the world” (4.10 vs. 2.59). 

Most of those “contingency entrepreneurs” (55 %) have either two or four years of university education, what could mislead in concluding that they are well equipped in knowledge and skills for their entrepreneurial tasks. But, the analysis showed that university based education does not prepare them for entrepreneurial challenges, since it just continued to be “the business as usual”, i.e. it continues to neglect features and needs of SMEs sector almost entirely. 

Does educational system provide knowledge and skills needed to entrepreneurs? 
(((
The answer is no. Results of GEM project support this disappointing answer.

The conceptual framework of the GEM project starts from the assumption that entrepreneurial behavior is determined by the way people perceive the conditions that entrepreneurial activities depend on. The entrepreneurship framework conditions are divided into 9 different areas which are thought to have a direct influence on the shaping of entrepreneurs’ intentions, interests, or behavior, i.e., which affect the shaping of an encouraging or discouraging entrepreneurial climate. Those nine 
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