INNOVATIVE’
ENTREPRENEURSHIP

IVAN
STEFANIC



Prof. lvan Stefani¢, Ph.D.
INNOVATIVE3
ENTREPRENEURSHIP

MANUAL FOR STUDENTS,
INNOVATIVE ENTREPRENEURS
AND ENTREPRENEURIAL SCIENTISTS



Publisher

INNOVATIVE® ENTREPRENEURSHIP FOR STUDENTS,
INNOVATIVE ENTREPRENEURS AND ENTREPRENEURIAL SCIENTISTS

Prof. Ivan Stefani¢, Ph.D.

Reviewers:
Professor emeritus Drazen Barkovi¢, Ph.D.
Prof. Nihada Muji¢ Mehici¢, Ph.D.

Lector:
Josipa Balen, prof.

Graphical designer:
KreSimir Rezo, graph. eng.

Print:
Kresendo, Osijek

ISBN 978-953-8104-00-8



INNOVATIVE3

ENTREPRENEURSHIP

FOR STUDENTS,
INNOVATIVE ENTREPRENEURS
AND ENTREPRENEURIAL SCIENTISTS

Prof. Ivan Stefani¢, Ph.D.

Minneapolis, September 2015.



Table of contents

Table of contents Vv
List of tables \
List of graphics X
Preface X
A) INNOVATIVE IDEA
1. TO BE AN ENTREPRENEUR
1.1. Characteristics and motivation of entrepreneurs
1.2. Paradigms of the small and medium entrepreneurship 10
1.3. New paradigms of the global high-tech entrepreneurship 11
1.4. Business plan and entrepreneurial environment 18
1.5. Socially responsible entrepreneurship 27
1.6. Conclusion on the selection of the entrepreneurial idea 30
2. GENERATING AN INNOVATIVE AND COMPETITIVE BUSINESS IDEA 35
2.1. Small school of innovation 37
2.2. Protected intellectual property as a source of business ideas 52
2.3. Entrepreneurial networks, fairs and inventions shows 55
2.4. Open innovations 62
2.5. Changes in legislation as a source of business ideas 63
2.6. To keep quiet or to talk? 65
2.7. Conclusion on generating an innovative and competitive business idea 67
B) INNOVATIVE BUSINESS MODEL
3. DEFINITION OF A BUSINESS MODEL 71
3.1. Selection of a business model 73
3.2. Selection of an organizational form 89
3.3. De Minimis subsidies 93
3.4. Public-Private Partnerships 93
3.5. Bankruptcy 94
3.6. Pre-bankruptcy agreement 96
3.7. Business plan canvas 96
3.8. Presentation of a business model 98
3.9. Conclusion on defining the business model 100
4. FEASIBILITY ASSESSMENT OF A PROJECT 103
4.1. Technical and technological feasibility 104
4.2. Making a prototype 104
4.3. Entrepreneurial feasibility 115
4.4. Strategic plan 120




4.5. SWOT analysis 125
4.6. TOWS analysis 128
4.7. PESTLE analysis
4.8. Log frame matrix 131
4.9. Multicriteria assessment of innovative projects 134
4.10. Conclusion on project feasibility assessment 135
139
C) INNOVATIVE IMPLEMENTATION
5. MANAGEMENT OF AN INNOVATIVE PROJECT 143
5.1. Organization of the project or the whole business 145
5.2. Production technology 151
5.3. Quality and quality management systems 153
5.4. Assisted technology transfer and support institutions 164
5.5. Conclusion on an innovative project management 185
6. MARKETING PLAN 187
6.1. Marketing concept 187
6.2. Marketing mix 190
6.3. Market research and business intelligence 200
6.4. Market segmentation and positioning 204
6.5. Socioeconomic characteristics of the customers 206
6.6. Planning of marketing activities 210
6.7. Portfolio analysis 212
6.8. Guerilla marketing 219
6.9. Unfair competition and protection of fair competition 225
6.10. Conclusion on a marketing plan 234
7. INTELLECTUAL PROPERTY PROTECTION AND MANAGEMENT 237
7.1. Copyrights and related rights 238
7.2. Industrial property 240
7.3. Other forms of intellectual property 250
7.4. Intellectual capital 254
7.5. Protection and management of intellectual property 256
7.6. Intellectual property right infringements and disputes 261
7.7. Peaceful ways of settling disputes in the area of intellectual property 264
7.8. Relevant legislation
7.9. Conclusion on intellectual property protection and management 265
265
8. FINANCIAL PLAN 269
8.1. Financial management 270
8.2. Success indicators 280




8.3. Sources of financing for entrepreneurial projects 286

8.4. How to improve a financial result 293
8.5. Opportunity expenses 294
8.6. Portfolio analysis and risk 296
8.7. Linear programming
8.8. Value added tax 299
8.9. Intellectual property assessment 300
8.10. Conclusion on a financial plan 301
305
9. DARK SIDE OF THE ENTREPRENEURIAL MEDAL 309
9.1. Extrinsic influence on business and entrepreneur 309
9.2. Intrinsic influence on business 313
9.3. Dependence on others and business communication 315
9.4. Neurolinguistic programming and stress management 318
9.5. Consequences on health 320
9.6. Business and personal safety 322
9.7. Conclusion on the dark side of the entrepreneurial medal 325
10. REFERENCES 329
11. SMALL ENTREPRENEURIAL DICTIONARY 335
12. INDEX 347
13. APPENDIX 369
13.1. Business plan template for entrepreneurs developing knowledge and technology- 351
based projects
13.2. Non-disclosure agreement 369
13.3. Term sheet for the technology licensing negotiation 371
13.4. List of Croatian laws relevant to entrepreneurs 374
13.5. Entrepreneurial mathematics
13.6. Financial tables 378
13.7. Font and text editing for dyslexic persons 385

396




List of tables

1. | Reasons to start an entrepreneurial project 2
2. | Sources of entrepreneurial ideas, USA 1987 3
3. | Patent applications and granted patents in the Republic of Croatia from 2005 till 2013 14
4. | Stackelberg matrix 22
5. | Motivation for starting a business checklist 32
6. | Possible sources of innovative ideas 35
7. | The innovative product development process 66
8. | Business idea selection checklist 68
9. | Basic business model archetypes and original business models 75
10. | Entrepreneurial startup picture book: “Squeezing the lemon” 86
11. | The main characteristics of different organizational forms of business 90
12. | Criteria for the classification of businesses according to the size 91
13. | TEHNOstart business plan canvas 97
14. | Business model checklist 101
15. | Comparison of different methods for casting core of vertical railway switcher 111
16. | Main characteristics of business goals and assignments 123
17. | SWOT analysis logic 125
18. | Questions that an entrepreneur has to ask during the SWOT analysis 126




19. | Pondered SWOT analysis of the sugar beet production in Vukovar-Srijem County, Croatia 127
20. | TOWS matrix of strategic alternatives 128
21. | TOWS matrix of strategic alternatives for the sugar beet production 129
22. | Compact TOWS matrix 131
23. | PESTLE matrix 131
24. | Log frame matrix of the project 135
25 Multicriteria assessment of the RAZUM project 136
26. | Summary quantitative assessment of the RAZUM project 138
27. | Project feasibility analysis checklist 141
28. | Gantt-gram for the xxxxxx project 150
29. | Strategic approaches to the production / operational management 152
30. | Technology and organization checklist 186
31. | Promotion instruments 199
32. | Marketing checklist 236
33. | Intellectual property checklist 267
34. | Balance sheet 275
35. | Income statement 277
36. | Cash flow statement 278
37. | Credit risk assessment 291




38. | Influence of the amount and time on credit repayment plan or savings 292
39. | Results of the production in the company N for the year 20xx

40. | Financial plan checklist 313
41. | Checklist for the dark side of the entrepreneurial medal 333

Appendix

Summary of the business plan

Pondered SWOT analysis

Compact TOWS matrix

Total investment

List of equipment

Sources of financing

Credit repayment plan

Expenses projection

Income projection

Pro-forma income statement

Monthly cash flow for the first business year

Sensitivity analysis

Interest factors

Discounting factors




Cumulative interest factors

Cumulative discount factors

Annuity factors

List of figures and pictures

1. | Weekly working hours of American startup entrepreneurs during the first year of the operations 7
2. | Picture book: What do kindergarten kids really want to be? 8
3. | Overview of the economic knowledge necessary for a successful business 9
4. | The life cycle of a high-tech company 12
5. | TERA in the implementation of RAZUM program 2002-2004 13
6. | Copy of the patent application of the invention “Electric generator” by Nikola Tesla 13
7. | Results of the GEM survey 2014 14
8. | Development phases of a family business 18
9. | Afood dollar expenditure on domestically produced food by U.S. consumers 2013 19
10. | Management and business planning relationship 20
11. | Determinants of rational territory in selecting entrepreneurial ideas 22
12. | Phases of business cycles 22
13. | Innovation effect of the EU member states in 2014 25
14. | Two faces of a new career, problem or opportunity 26




15. | Entrepreneurial environment and factors that influence the selection of entrepreneurial ideas 31
16. | Innovation adoption curve of Rogers 36
17. | Patent search in esp@cenet 54
18. | Results and global distribution of the EEN 55
19. | Croatian EEN consortium 56
20. | Establishment of the cooperation by EEN tool "MERLIN" 57
21. | The organized appearance of Croatian manufacturers of delicatessen food at business talks TAVOLA 58
2014 Kortrijk - Brussels, Belgium
22. | Decision making based on a future and not a current state 66
23. | Determinants of rational territory in selecting a business model 74
24. | Phases of a design thinking 105
25. | Rapid prototyping methods classification 107
26. | Three-dimensional (3D) printing procedure schema and device 110
27. | Process of casting model development 110
28. | A) Model drawing B) 3D CAD model C) RP model D) Mold 112
29. | Examples of molds for direct casting of aluminum produced by 3D printing 113
30. | Porter’s generic strategies 115
31. | Competition is usually different, more dangerous and closer than you think 117
32. | Porter’s five forces model 118




33. | Changes over time in EU Member States’ innovation performance for the group of moderate 132
innovators

?

34. | Country groups innovation performance per dimension 133
?

35. | Manual and industrialized production of milk thistle (Sylibum Marianum Gaertn.) 144
36. | Stages industrial engineering development 145
37. | Types of organizational structures and the factors influencing them 147
38. | The framework for technological choices 153
39. | Continuous improvement in four steps 155
40. | Rating sanitary examination of the food serving facility in Charlotte, NC 159
41. | Logos used for certified organic products 163
42. | Logos used for Kosher and Halal certified food 163
43. | The main activities of traditional and modern universities 165
44. | The role of the University in the development of knowledge- and technology-based economy 166
45. | TERA —the model of assisted technology transfer 169
46. | Decomposition of competitive advantage 170
47. | First Croatian co-working space, TERA 2004 171
48. | “Be the Role Model™ 2005” medal for inventors exhibiting their inventions at international invention 175

show and students competing in student business plan competition

49. | Main aspects of science and technology park establishment 179




50. | Conceptual architectural project of science and technology park TEHNOPOLIS Osijek 180
51 | Solar tree as an exhibit in the surroundings of science and technology park TEHNOPOLIS Osijek 181
52. | Marketing conception 188
53. | Influencing factors outside the marketing control 188
54. | Influencing factors controlled by the marketing 189
55. | Porter's diamond of national advantage 189
56. | 7P marketing mix 191
57. | Product mix alternatives 192
58. | Product components 193
59. | Product lifecycle 195
60. | Factors that determine the decision on the price 197
61. | Distribution channels 198
62. | Process of the market research 201
63. | Multicriteria market segmentation 206
64. | Demographic profile of the customer 207
65. | The social profile of the customer 209
66. | Psychological profile of the customer 210
67. | Process of strategic planning 211
68. | Ansoff matrix 212




69. | Boston Consulting Group matrix 214
70. | Mckinsey / General Electric matrix 215
71. | ADL matrix 217
72. | Process of tactical planning 218
73. | Sheep fur in the “wet blue” processing phase 220
74. | Tanned washable sheep fur 220
75. | Fashion show of washable leather clothing “VENUS” 220
76. | Croatia on the “Ball of nations” at 2006 FIFA World Cup in Germany 222
77. | Croatia on SPICE ART BALL Riga 2007 223
78. | Ten most valuable brands 237
79. | A systematic review of copyrights and related rights 238
80. | A systematic review of industrial property 240
81. | a) Logos used to indicate protection of traditional products, geographical indications and designations | 248

of origin within the EU

b) Logos used to indicate protection of traditional products, geographical indications and designations 249

of origin within Croatia
82. | Other forms of intellectual property 251
83. | Structured display of intangible assets / intellectual capital of the company 255
84. | Layered protection of intellectual property 259
85 | Components of bio brand value 260
86 | The main financial objectives of the business 272




87 | The procedure of the financial business analysis 273
88 | Sources of financing for entrepreneurial projects 287
89. | Possible ways of increasing the profitability of production 293
90. | Strategies in reducing and compensating risk in entrepreneurship 297
91. | Financing stages of the innovative and high-tech projects 303
92. | The input field of the data necessary in performing linear programming 382
93. | The information field about the result of linear programming and desired reports 383
94. | Worksheet with the results of linear programming 384




PREFACE
Dear readers,

The book before you may be applied in various ways. Future entrepreneurs could use it entirely as a guide in
the preparation of their projects. In the same way, it can be used by students in classes that teach them about
business planning and entrepreneurship. My guess is that students of entrepreneurial programs will use the
technical part of the book more, and students of technical programs will use the entrepreneurial part as they
study entrepreneurial knowledge and skills on a smaller scale, and since those are mostly built in the
vocational modules. With such an approach, | wanted to achieve a different effect in these two different
groups of students. Students of technical programs lack economic and entrepreneurial knowledge, and they
should be taught how to make money. Students of economics and entrepreneurship programs have much
more economic knowledge, which can lead them to a false belief that it is less important with what they earn
money. In their education, it is necessary to pay special attention to teaching them how not to lose money
because of a lack of familiarity with the technical specifics of the project.

However, the book has a rather universal use compared to a textbook for students and future entrepreneurs.
Innovative entrepreneurs and entrepreneurial scientists can find answers to questions that may allow or
facilitate the development of a globally successful high-tech project. Of course, it is about the protection and
management of intellectual property, an increasingly important aspect of entrepreneurship. Omitting certain
actions can degrade a very promising project of a global capacity to a local story of limited scope. You can
even become a tragic hero who has given the world a very promising technology for free in an extremely
simple manner - by publishing the work or participating in a congress before initiating patent protection. The
book can also be of use to inventors' associations that organize innovative and entrepreneurial education,
consultants and employees of administrative departments and support institutions that foster innovative
entrepreneurship.

Entrepreneurs do not have time to acquire formal education that they may not need or which is not relevant
to their business. Nevertheless, the underestimation of entrepreneurial training is extremely dangerous
because the training allows a complex assessment of future or current business from different angles. That
is why the content of the book follows a training program that | have executed in practice many times.
Learning through experience and innovative problem solving are extremely important components of
entrepreneurial education. As learning to ride a bike does not make any sense without a bike, entrepreneurial
training makes little sense without writing at least one fully developed business plan. In the process of
business plan preparation, we collect the necessary data, define technology and business organization,
prepare marketing and financial plan and incorporate them into the business plan. The use of business games
and simulations during training, together with the preparation of individual and team assignments, allows
getting to know the business environment and makes the acquisition of knowledge and experience required
for a successful business launch and operation more efficient and fun. In practice, that means a quicker
transformation of an entrepreneurial idea into a project. And please bear in mind, this is a long and
interdisciplinary process. Some readers can go even further and transform the project into a profitable,
competitive and sustainable enterprise.

Innovation in creating new products is essential, but by itself will not automatically ensure business success.
By applying innovative business models and innovative solutions in the implementation of a project, such as
innovative management, marketing and financial management, we significantly increase the chances of
achieving business success. To make the readers aware, at the very beginning, that the book covers multiple
aspects of innovation in business, it is titled INNOVATIVE? ENTREPRENEURSHIP.

Writing a book about innovative entrepreneurship is a major challenge. All the greater if you want to write
on the basis of your own examples and in an innovative way. The writing takes a long time - in my case, 25
years of employment at the University of Josip Juraj Strossmayer of Osijek and thousands of students and
entrepreneurs that | taught economics and entrepreneurship. Seventeen years of working in the programs
of Croatian innovation and technological development and ten years of work on the protection and
management of intellectual property also contributed to this book. However, personal experience in a family



business was by far the most important. The craft named PLINOMONT was founded in 1979 by my father,
Andrija. After his retirement, | continued to operate independently, getting a first-class training ground
where | learned about entrepreneurship with the help of the good and the bad examples as effectively.
Instead of grades given by professors, | got a more or less satisfied customer and a consequently smaller or
a higher amount of money in the account. On this occasion, | express my gratitude to my father Andrija and
mother Marija for the invaluable lessons in entrepreneurship delivered in a rather unexpected way.

To make the content understandable and well organized, before publishing, the book was not only read by
reviewers but by many entrepreneurs and managers, to whom | am grateful for their valuable remarks,
proposals and business cases. At the end of each chapter, you will find a checklist similar to a pilot’s checklist.
Those will help you not to skip any important action regardless of whether the failure is caused by ignorance,
carelessness or overconfidence. | express particular gratitude to Prof. Nihada Muji¢ Mehici¢, Ph.D, who
helped me present the complex material intended for specialists in a way that is understandable to all
readers. | thank the members of the technical team as well - Ms. Josipa Balen for proofreading help and Mr.
KreSimir Rezo for technical preparation. Their support turned an extremely tiring and stressful job into a
challenge and pleasure.

In order to facilitate the reading of the book, it is written in the font and way of formatting specifically
designed for dyslexic people. In the end, | hope that reading the text will be easier for everyone, not just
dyslexic persons.

Regardless of whether you want to start a business project during college or immediately after graduation,
be careful about what you have learned during the training. Use the opportunity, but at the same time, be
careful. My intention was to encourage young and ambitious people to self-employment but not at any cost.
| firmly believe that equally valuable assistance is provided to all those who, after reading the book, have
given up on launching a business that was not appropriate for the current environment or not well enough
prepared. To such entrepreneurs, | recommend additional preparation and business launch only after the
realization of all the necessary conditions.

In those parts of the book that use links to relevant laws and bylaws, readers must take into account the
temporal aspect. The book was completed in early September 2015. Therefore, readers who read the book
with a significant time lag must check these sources for possible changes.

I will be glad to find out about your business success, innovative products and satisfied customers. If you
want to share your experience with others, please write to me at tehnostart@hotmail.com.

Completed in Minneapolis, Minnesota, on September 5t 2015

Prof. lvan Stefani¢, Ph.D.





