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Nova paradigma efektualnog poduzetništva koncipirana u zadnjoj deceniji pod značajnim utjecajem autora Saras Sarasvathy i Stuarta Reada relativizirala je dosadašnju doktrinu formalne edukacije i unapređivanja poduzetništva. Zanima nas nudi se time i mogućnost rešenja nekih problema određivanja poslovnog uspeha i s tim povezanog planiranja. Najbolji način predviđanja budućnosti u uslovima turbulentnih ekonomskih i socialnih promena je kreirati ju.  Pronalaženje poslovnih prilika više nije apsolutni imperativ za preživljavanje startapa. Efektuacija (nasuprot kauzacije) iz najboljih postojećih resursa inovira rezultate kojim se stvaraju dotada nepostojeće prilike. Kod pokretanja novog biznisa percepcija prihvatljivog gubitka značajnija je od vizionarskih ciljeva a inovativnost kombiniranja resursa postaje sve značajnija kompetencija za uspeh poduzetnika. Cilj ovog rada je  izdvojiti specifike upravljanja uspehom u efektualnom kontekstu i ustanoviti eventualne prednosti vizavi meinstrim pristupa.  Stoga najprije će se  razmotriti temelje paradigmatskog pomaka da bi se izvela relevantna komparacija te konačna evalvacija rezultata.
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The new paradigm of effectual entrepreneurship, conceived in the last decade under significant influence of Saras Sarasvathy and Stuart Read, relativised the current doctrine of formal entrepreneurial education and entrepreneurship promotion. We wonder if this can give us any problem solutions regarding business performance determination and related planning. The best way to predict the future in terms of turbulent economic and social change is to create it. Finding a business opportunity is not an absolute imperative for the survival of a start-up. Effectuation (versus causation) uses on-hand resources for innovate results which create yet not existing opportunities. When starting a new business, the perception of acceptable loss is more important than visionary goals and combining innovative resources is becoming an increasingly important competency for successful entrepreneurs. The aim of this paper is to extract specifics of performance management in the effectuation context and to identify its possible advantages vis-a-vis the mainstream approach. Therefore, the basics of the paradigm shift will be considered to make a relevant comparison and final evaluation of results.
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1. INTRODUCTION
Entrepreneurial activity represents one of the major engines of economic growth and today accounts for the major part of new business development and job creation. Writers, both in the scholarly literature and popular press, have argued that entrepreneurship is an essential feature of high-performing firms
. Nowadays, even if this is the state of the art in some economies, such as in the USA, opinions and evidences might be quite opposite elsewhere. The most noteworthy fact from our standpoint is that Slovenia took the very last place in the 2011 worldwide rank of the Total early-stage Entrepreneurial Activity (TEA) indicator. The percentage of 18–64 population who are either a nascent entrepreneur or owner-manager of a new business was found to be only 3.65% vs. 24% in China
. Meanwhile, the GDP growth for the mentioned countries was -2.2% and 8.7%, respectively. The European Commission officially declares that “entrepreneurship is a powerful driver of economic growth and job creation; it creates new companies and jobs, opens up new markets, and nurtures new skills and capabilities. New companies, especially SMEs, represent the most important source of new employment; they create more than 4 million new jobs every year in Europe.”
 Opposite conclusions can be drawn from the analysis about the importance of entrepreneurship for job creation and wage growth. New Danish establishments in general account for one third of the gross job creation in the economy; entrepreneurial establishments are responsible for around 25% of this, and thus only account for about 8% of total gross job creation in the economy. Jobs generated by entrepreneurial establishments are to a large extent low-wage jobs, as they are not found to contribute to the growth in average wages
. Other report
 states that only top 1% of entrepreneurial firms have largest share of job creation among start-ups. This is a much smaller percentage of companies than typically expected in modern societies where the lack of employment opportunities is one of the prevalent problems.
These are only some introductory facts indicating that the role of entrepreneurship in society is not such as many would desire.  What is the problem? Seemingly, there is a lack of intrinsic success capability. But we will address less obvious option, that is the appropriateness of various success determination methods. For that purpose (1), a short review of relevant related categories, which have been used recently, will be done to (2) make some suggestions for broader and ultimately better business success understanding. In doing this, we will stick to the principle of parsimony. The final intention is an attempt to assess the relevance of the suggested model in the context of Effectuaton.   

2. METHODOLOGICHAL FRAMEWORK
Business Performance Management (PM) means at least goal setting, performance determining and acting for future success. Peter Drucker once said: “If you can’t measure it, you can’t manage it.” This falsifiable hypothesis can be tested in a simple case. The play cannot be improved only upon easily measurable sport match scores. Prosperity cannot be expressed only in figures but a broader view to success is needed. Indeed, many quantifiable process outputs are comparable to objectives where the later are determined in accordance with SMART criteria. Many recent successful performance measurement methods, such as KPI and BSC, have proved Drucker’s proverb validity in predictable conditions. Otherwise, measurements become either unreliable or nontransparent. Economy dynamics and multiple stakeholder interests are hindering goals setting. On the other side, many achievements do not contribute to prosperity but may even worsen our lives. Structural unbalances are affecting us more than the GDP level. And last but not least, we are facing lack of important resources, vastly because of poor allocations

Entrepreneurship is mostly designated as activities of an entrepreneur, the one who undertakes a personal economic risk to create a new venture that will exploit a technology or innovative process which generates value to others. New business entry used to be prevalent entrepreneurship topic, however, the emphasis shifted to the methods, practices, and decision-making styles managers use to act entrepreneurially. Researchers investigating entrepreneurship still struggle with issues such as ‘What makes a firm entrepreneurial?’. Lumpkin
 argued that entrepreneurial firms engage in an effective combination of autonomy, innovativeness, risk taking, proactiveness and competitive aggressiveness. These are five dimensions of the so-called Entrepreneurial orientation (EO). It was indicated that the correlation of EO with firm performance is moderately large.
 The Chung-Wen’s
 study revealed, in addition to the confirmation that EO was positively related to performance, also the primacy of the impact of innovativeness over risk-taking. Entrepreneurs usually take carefully calculated risks and avoid unnecessary ones.

Therefore, the notion of entrepreneurship must be considered also as a way of thinking and acting, i.e. a state of mind. It also applies to the education system where entrepreneurship should be present not only as a specific subject but also as an approach. This implies a focus on delivery of specific entrepreneurial skills and attitudes/mindset to students – but equally on the awareness, attitudes and methodologies.
  Exposing EO implies deviation from previously dominant Market orientation (MO). Several analyses
 revealed that MO was indeed not so much all-mighty as it was widely believed. It was found out even that MO is negatively related to the innovativeness of the product. When adopting customer orientation, the firm must beware of the “tyranny of the market”.
Most start-ups fail just because they are trying to become the next big name success. Fisher states that the real secret to entrepreneurial success lies in Strategic Entrepreneurism
 where a company is designed specifically to be acquired by a larger one. The concept is based on refocusing the goal. Instead of becoming the dominant company in the target market, it is better to be the company that a larger and more dominant company wants to acquire. Each start-up shall have this in mind from the first day. Companies that are believed to benefit most from acquisition must be identified and, regarding their own needs, the candidate firm shall be steered in direction to become the best acquisition target. After acquisition, everyone will remark how lucky it was not knowing that it was the goal from the beginning.

Effectual entrepreneurship (EE) approach emerged in about 2001 after Sarasvathy’s paper about effectuation.
  Effectuation rests on the logic of control – as a reverse logic to prediction. Stuart Read contributed to the theory with his research on practices employed by expert entrepreneurs. Under the name of effectuation, he signified a set of heuristics describing how people make decisions and take actions in situations of true uncertainty. The effectuation debate embraces among others the “non-predictive strategies” along with implied performance topics. The co-creation of opportunities, together with committed stakeholders, is the paramount for success.  

Most text books suggest the following steps for creating a start-up firm: (1) Do market research and competitive analyses to figure out target market segments. (2) Develop marketing strategies, calculate cost/price margins, and make financial projections. (3) Write a business plan, raise resources, hire a team, and build your venture. Sarasvathy argues that expert entrepreneurs appear to disagree with this approach. Instead, they prefer to do the following: (1) Begin with who you are, what you know, and whom you know, and begin doing the doable with as few resources invested as possible. (2) In particular, begin interacting with a wide variety of potential stakeholders and negotiating actual commitments. (3) Let the actual commitments reshape the specific goals of the venture.  (4) Repeat the process until the chain of stakeholders and commitments converges to a viable new venture. The former is called causal or predictive because it depends on accurate predictions and clear goals. The latter is effectual or non-predictive, and it is extremely stakeholder-dependent and means-driven. 

Many people will not do, for example a cold calling, because they are afraid they will be rejected. Every turn down is a learning experience. Besides, by waiting too long so that enough research can be done to be sure an idea will work you will probably be too late. So you have to create an environment where people know it is okay to fail and, in that way, they will try a lot more. In causal logic, time and/or other resources are invested in information gathering. Goals based on prediction then direct main resource acquisition. Control over results is achieved by running one step ahead of the trends and the competition. Risk management involves careful avoidance of failure at all costs. On the opposite, effectuation actions and interactions with others precede other processes. Creative endeavours are focused on establishing the venture with virtually no resources invested – each stakeholder invests only what he can afford to or is prepared to lose. Uncertainty is considered as an opportunity. Control is achieved by doing affordable and by continually transforming current situations into unforeseen possibilities. Risk is managed by making failures happen early and thus keeping them small and, finally, by exploiting them for future success.

Expert entrepreneurs distrust market research in the text-book sense, namely, surveys on focus groups and other systematic attempts to predict potential demand. Subjects in the study
 not only explicitly refused the efficacy of formal market research. They revealed in their decision-making a profound distrust of attempts to predict the future.
Table 1: Basic principles of effectuation

	Issue
	Effectual principle

	View of the future
	The future is created with actions by willful agents.

	Givens
	Means provide the basis for decisions and new opportunities.

3 sub-constructs are: - What I know - Who I am - Whom I know

	Attitude towards others
	Partnership. Build your market together with customers, suppliers and even prospective competitors.

	Predisposition towards risk
	Affordable Loss. Calculate downside potential and risk no more than you can afford to lose.

	Contingencies predisposition 
	Leverage Contingency. Surprises can be positive. Leverage them into new opportunities.

	Underlying logic
	To the extent that we can control the future, we do not need to predict it.


Read S. et al. (2009). A meta-analytic review of effectuation and venture performance, Journal of Business Venturing 24, Elsevier, p. 576

From our paperwork aspect, the most promising gain of EE is two focus shifts: from goals to means and from market competition to collaboration among stakeholders. Therefore, the impacts of means and stakeholders to performance will be shortly examined in the continuation on concepts of Resource Based View of firm (RBV) and Stakeholder Management (SM) respectively. Proponents of RBV orientation argue that sustainable competitive advantage of an entity is reached by virtue of unique resources being rare, valuable, inimitable, non-tradable, and non-substitutable, as well as entity-specific. Not all unique resources possessed may contribute to a firm’s sustainable competitive advantage. Resources utilisation is a measurement of resources used versus resources available for use. It can apply to machines, computers and even people. Ability of a firm to deploy its resources to achieve a desired end is expressed as its capability. Resource coordination specifics are believed to be the least transferable competitive advantage. It is proposed that the conventional concepts of goals and goal attainment are not applicable to organisations, and that organisational performance can rather be assessed and described in terms of generalised resource-getting capabilities under conditions of competition for scarce and valued resources.

Instead of gaining resources on the basis of the strategy dictated by conditions and constraints in the market and by other external factors, the resource-based view suggests that a strategy must follow firm's unique resources and capabilities. Tangible or intangible resources, such as capital, equipment, skills, know-how, finance, and talented managers, are potential inputs into a value-creation process. Individual resources may not yield to a competitive advantage but the synergy of its combination, coordination and integration achieved due to competitive capability. Through time, capabilities evolve and become more difficult for competitors to understand and imitate. Capability can be a source of competitive advantage when it is neither so simple that it is highly imitable, nor so complex that it defies internal steering and control.
The resource-based view was formed to explain when firms will generate rents and not which stakeholder will appropriate them. So another relevant concept in our framework is the stakeholder approach. Stakeholder is an individual or a group that influences the institution performance. These groups are: customers, owners, community, employees and suppliers (of goods, services, and debt). The first three groups are considered as environmental stakeholders and the later two as process stakeholders. Shareholders’ objectives (e.g. profit) are regarded as primary. Performance measurement focused on the secondary objectives (financial and non-financial) has ultimate effect on primary objectives attainment. This model provides a tool for monitoring implicit and explicit contractual relationships with stakeholders. The contracts specify or imply both what the company expects from each stakeholders group to help it achieve its primary objectives and what each stakeholder expects from the company in return for its cooperation.
 Stakeholder Management deals with stakeholder identification and cares for their support acquisition. A firm cannot exist without primary stakeholders (shareholders & investors, employees, contractors, customers & suppliers) continuing participation. Secondary stakeholders (media, action groups, government agencies, trade unions, regulatory authorities) influence or affect or are influenced/affected by the entity, but they are not engaged in transactions with the entity or are not essential for its survival. 
Importance of stakeholders varies so they must be prioritised at least by power and interest, e.g. with stakeholder mapping tool. Performance must be in line with key players. Whereas powerful ones without interest cannot be left unsatisfied, interested parties without power shall be consulted and informed.  The rest of stakeholders can usually be ignored. Stakeholder theory provides more complex aspect of the value that stakeholders seek. It has infiltrated the academic discourse and a wide array of disciplines, such as health care, education and public policy. Unfortunately, little attention has been devoted to questions regarding what it means to create value for stakeholders and how we can measure it.
 Much of the existing business literature claims that the interests of stakeholders are in conflict. Within fixed amount of resources each group will strive for a stake as vast as possible. Success of any one group in getting outcomes diminishes the amount left for the others. Most prominent approach to performance measurement from multiple perspectives is Balanced Scorecard. BSC examines firm performance from the aspect of finances, customers, innovation/learning and internal efficiency but leaves out suppliers and communities. The Triple Bottom Line performance concept includes broad interests of society directly with idea that firms should measure performance from the aspect of economic, environmental, and social value added. A “shared value” approach encourages the generation of profits that also create social benefits. 
The concept of shared value focuses on the connections between societal and economic progress with ambition to unleash the next wave of global growth. Three ways for creating shared value opportunities are: (1) preconceiving products and markets, (2) redefining productivity in the value chain, (4) enabling local cluster development. Not all societal problems can be solved through shared value solutions. However, shared value offers corporations the opportunity to utilize their skills, resources, and management capability to lead social progress in ways that even the best-intentioned governmental and social sector organisations can rarely match. In the shared value process, businesses can earn the respect of society again.

3. RESULTS

Performance management considers two aspects of performance, i.e. functioning and accomplishment. The first one is observed over a period and the latter at a certain moment. Quite indicative manifestations of the discussed dichotomy are the two accounting reports - balance sheet and income statement. Various functioning performance indicators can be calculated directly from relevant business report items. Efficiency as a generic measure reflects a relative relation between results and corresponding efforts. The other dyadic part of performance, i.e. accomplishment, covers relations between results and intentions. Therefore, two different sets of data are required to determine this aspect of success. In principle, these can be report items on one side and plan instances on the other side. Effectiveness as the other generic measure reflects relative relations between the results and corresponding goals. The above relations are illustrated in Figure 1.   

Figure 1: Conception of performance aspects and generic indicators
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Corrective actions for future success must be taken whenever a deviation from results to plan is detected. Although this cybernetic feedback loop is effective only in deterministic systems, it can be a very useful mind tool for further concept refinements. In socio-economic systems where impacts of results are not instantaneous or may cause catastrophic consequences, the higher level of the so-called feed-forward loop is also present. Predictions about final results are made on the basis of observed achievements of intermediate objectives. In the case of perceived probability that failure would follow if conditions remain the same, an in-time intervention is taken as illustrated in Figure2. 

Figure 2:  Management intervention concepts 
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Performance Management ensures that accomplishments are in accordance with goals whereas Business Performance Management also sets these very goals. Not all results are desired. Only achievement of something planned or desired is considered as a success. It is beyond the scope of this work to deal with the terminology mess about targets, objectives, goals, missions, etc. We shall especially address two notions: (1) goal in the sense of what is wanted and (2) purpose in the sense of why something is wanted.

Our dilemma was how to manage performance in a context where goals are in principle not in the foreground. In the case of Effectual Entrepreneurship, advantages are gained primarily due to resources under control. Although there is less doubt about how to figure out the efficiency aspect of value creation on the expense of engaged resources, the determination of effectiveness may become quite awkward due to discredited role of goals. Effectation logic can be interpreted in plain words as ‘don’t bother much what it is wanted, you’d better do what you are the best at inasmuch the innovatively co-created effects are supposed to be a success’. This is really not enough to rely on even if there are some surrogate adjustable goals to follow up. 

But, if goals are derived out of purpose, why not steer activities by directly following the purpose? The reason is that related comparisons between the results and purpose would be similar to that between apples and oranges, though not consistent. The issue can be resolved trough  the Logic model. This concept, structured as shown in Figure 3, also known as the Theory of Change or Input Outcomes model, is an instrument mainly used for the evaluation of programmes. The logic model is often used in institutions, where the mission and vision are not aimed at achieving a financial benefit and/or whenever success is difficult to determine. The concept comprises several categories of relevance for us: 

· Purpose denoting the reason for change. 

· Context means circumstances in which change will take place. 

· Inputs meant as resources that will be used to conduct the effort.

· Activities guided by a clear analysis of risk and protective factors. 

· Outputs are evidences that the activities were performed as planned. 

· Outcomes are benefits or other effectors with direct or indirect impacts to participants. 

Figure 3: The Logic model 
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Chen, H. (2005), Practical program evaluation: Assessing and improving planning, implementation and effectiveness, Sage, London, p. 35

So far, Logic model supplemented with stakeholder approach seems to satisfy the requirements of effectuation performance management. But indeed, it fails at the system input side because it does not provide a relevant denominator for an overall efficiency evaluation. This is because the Logic (i.e. Outcomes) model lacks a crucial balance item vis-à-vis the “outcomes” category. The fact that not all outputs but only the beneficial ones are regarded as outcomes has an analogy at the input side, namely not all resources under control are equally utilised as actual inputs to value transformations. An overall efficiency measure shall reflect also opportunities lost due to poor resources allocation. We need therefore a category representing a value of possessed or otherwise controlled resources that no other identity can take an advantage of. The closest concept that expresses the sense of our idea was found as the so-called source-to-outcome model in pharmacy/medicine. With the adoption and alignments of issues addressed hereto, the following concept was gradually evolved. It is illustrated in Figure 4; it can be a viable standpoint for determining an overall success of a firm.            

Figure 4: Performance management upon Sources-to-outcomes concept
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As the extension of operations performance measurement, the overall performance determination follows the same patterns but at a higher level. 
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wherein

outcomes: business result + other stakeholder benefits - incurred damages; 

sources: allocated resources in possession or inaccessible for others; 

purpose: the reason for which anything is done, created, or exists;

hence
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and finally, the overall efficiency      can be calculated out of cascaded ratios of utilization, operational efficiency and relevancy as 
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4. DISCOUSION AND CONCLUSIONS

Performance management is known as activities which ensure through relevant alignment of resources that goals are consistently being met in an effective and efficient manner. This work is an attempt to justify the performance management viability also in the context of emerging effectual entrepreneurship. The rationale was a reasonable scepticism about the sense of effectiveness determination whenever the decision making focus is principally shifted from market goals to resources. The dilemma can be paraphrased as: what is the “invisible hand” within the effectuation logic?  

On the basis of the results of this research we believe that the steering wheel resides in-between outcomes and the purpose of the very identity. Control upon goals-outputs balance became insufficient. Russel Ackoff, the proponent of Purposeful systems theory, wrote: “An entity that can behave differently but produce only one outcome in anyone of a set of different environments is goal-seeking, not purposeful. Control mechanisms - for example, a thermostat - are goal-seeking. On the contrary, people are obviously purposeful systems.”
 The sense of heating appliance is that no one gets cold but, if there is no one being impacted, keeping temperature is purposeless. 

Our conclusion about the performance management viability in effectual ventures, from the aspect of efficiency, is that in addition to the recent operations efficiency also the utilisation of resources and relevance measures of results must be taken into account. Even with less exposed quantifiable goals, the system overall effectiveness can be properly managed whenever balance between purpose and outcomes is considered. To operationalise this concept, further refinements will have to be done in particular with respect to the approaches surveyed hereto. The clarification of the assessment of unquantifiable overall performance indicators for multiple stakeholders shall be the topic of next discourses. Nevertheless, we believe that this paper might be found useful also for scholars. The transparently structured concept can be a convenient tool for conveying ideas to students. Old mantras intentionally have not been perpetuated but predominately references to the contemporary origin are stated. 
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