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vo Boscarol had a passion for flying and
dreamed of being able to fly as he wished.
Unfortunately, Slovenia, where he lived,
was part of what was then Communist Yu-
goslavia, and airspace, like everything else, was
tightly controlled. But that didn’t stop him. He
and some other pilots secretly flew in motorized
hangglidersfrom Italy sohe could work ondevis-
ing his own models. Not satisfied by what he saw
on the market, he decided he wanted to become
his own private aircraft producer.
When he first approached the country’s
aviation authorities to obtain the necessary

permits, he was met with bemused derision.
Not only could no one fathom his proposal
but no one had any expertise on hang gliders
or light aircraft. When the authorities con-
sulted state officials for advice, they were told
the best person to speak to on the subject was
none other than Ivo Boscarol himself. After
endless meetings and reams of red tape, they
finally relented, granting him permission to
produce small aircraft.

However, this wasn’t the end of Boscarol’s
troubles. There was a complete absence of
systems, exams and regulations for anyone
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wanting to manufacture their own light air-
craft. Refusing to buckle, Boscarol proposed
that he himself would write the exam - the
same exam that he would later be required
to pass. Permission was granted and over the
following years Boscarol would go on to write
many of the regulations and requirements for
manufacturing ultralight aircraft in his coun-
try. He also eventually achieved his desire: He
and his company, Pipistrel, became the first
Yugoslavian private aircraft manufacturer —
and alsobecame successfulinternationally. To
date, the company has won three NASA Chal-
lenges, afeat no other company has matched.

Though Boscarol’s story is rare, it is far
from unique. He is one of thousands of un-
sung heroes of entrepreneurship who were
able to overcome what at the time seemed
like insurmountable obstacles to launch com-
panies during Central and Eastern Europe’s
(CEE) bumpy transition from Communism to
Capitalism, commencing with the fall of the
Berlin Wall in November 1989 and continuing
throughout the next decade.

We collaborated with 18 other entrepre-
neurship professors from across Central and
Eastern Europe in an extensive research proj-
ect lasting four years (details listed at end of
article). Our research yielded important in-
sights and 15 case studies on a special breed of
entrepreneur, whom we document in our new
book, Entrepreneurial Icebreakers. The title
is an apt description of business people who,
like the ships they are named after, move and

& EXECUTIVE SUMMARY

This article shares the
insights of “entrepreneurial
icebreakers" - business
pioneers who launched
private companies in Central
and Eastern Europe after
the fall of the Berlin Wall
and who expanded beyond
national borders by clearing
pathways for themselves
and others into international
markets around the globe. In
documenting the obstacles
they had to cut through to
get to where they are today,
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we show the path to break
inflexible, outdated structures
by introducing new dynamics,
redefining value creation and
changing mind-sets.

Their insights are
especially relevant to anyone
launching a business in a
transition economy where the
entrepreneurial opportunities
and growth prospects may
be greater than in mature
markets - but only if one
learns how to operate like an
entrepreneurial icebreaker.

Learning From the Entrepreneurial Icebreakers

navigate in conditions where others cannot,
breaking through obstacles in their path. This
isaninvaluable capability to have in transition
economies.

Western economies have long been the
focus of entrepreneurial research. But these
economies generally boast strong regulatory
and political frameworks, and their markets
are developed and fairly homogenous. This
stands in stark contrast to the distinct reality
of many other countries where standards and
rules are weak or nonexistent, regulation is
evolving and business ecosystems are fragile.
What are the discoveries of entrepreneurial
research for them?

This article shares the insights of entrepre-
neurial icebreakers. In documenting the ob-
stacles they had to cut through to get to where
they are today, we show the path to break in-
flexible, outdated structures by introducing
new dynamics, redefining value creation and
changing mind-sets.

Their insights are especially relevant to
anyone launching a business in a transition
economy where the entrepreneurial oppor-
tunities and growth prospects may be great-
er than in mature markets - but only if one
learns how to operate like an entrepreneurial
icebreaker.

The fall of the Berlin Wall is often viewed as
marking the end of an era, but for the former
Soviet Union member states, it was as much a
new beginning, and certainly not an easy one.

Early policy debates focused almost ex-
clusively on privatizing existing companies,
most of which were struggling with new mar-
ketrules, risking bankruptcy and social unrest
among their employees. Much less attention
was paid to how reforms could stimulate the
creation and sustainability of new businesses.
Inmany places, the social, regulatoryand legal
environments were downright hostile to new
business creation.

Even so, that didn’t stop roughly 1 in 20
Central and Eastern Europeans from attempt-
ing to start new firms or become self-em-
ployed. To do that, they had to overcome con-
siderable challenges. (See the sidebar Against
the Odds.)

Our research found that CEE entrepre-
neurs behaved differently from traditional
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= Against the Odds

CEE entrepreneurs had to overcome major challenges to start firms or become self-employed.

aunching and growing a

company is an uphill battle in
the best of times. Given the scope,
scale and number of challenges
facing Central and Eastern Euro-
pean entrepreneurs, it's a wonder
they were able to survive - let
alone thrive - at all.

WEAK PROPERTY RIGHTS AND
INSTITUTIONAL FRAMEWORKS. In
the immediate post-Soviet era, the
main constraints on entrepreneur-
ship were excessive and unpredict-
able taxation, policy uncertainties,
arbitrary bureaucracy and wide-
spread corruption. So-called “bribe
taxes” varied from 2 percent of
annual revenue in Croatia to 8 per-
cent in Georgia, according to the
European Bank for Reconstruction
and Development. When added to

the already high official taxation,
these "bribe taxes” imposed severe
burdens on nascent enterprises.

LIMITED ACCESS TO CAPITAL. In
many countries, bank loans were
hard if not impossible to come by.
There was little legal or regulatory
provision for shareholding. Financ-
ing was made even more difficult
by the paucity of bank credit. Even
if an entrepreneur was able to find
money to purchase equipment

and raw materials, it was difficult
to find reliable suppliers. Unstable
macroeconomic conditions made it
even harder to predict the behavior
of trading partners.

AMBIGUOUS SOCIAL SUPPORT. Public
opinion toward entrepreneurship
was ambivalent. After decades

of state control, people were risk
adverse and critical of failure.
Personal success was envied rather
than celebrated and rewarded - an
attitude reinforced through the
media, whose coverage of entre-
preneurs was less than flattering.

EDUCATED ON PAPER, FEW REAL
MARKET COMPETENCIES. At the time
of the transition, the education sys-
tem was woefully lacking manage-
ment skills adequate for a market
economy, especially those related
to business law, economics, busi-
ness administration and account-
ing. Math and science were prized
but the emphasis was on academic
rather than problem-solving skills.
Resources were heavily allocated
to basic research rather than new
product development.
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ones, especially at the outset, when survival
was their sole preoccupation. Other models
of entrepreneurship described in the academ-
icresearch, including “opportunity entrepre-
neurship” and “necessity entrepreneurship,”
do not fully capture the icebreaker-type of
entrepreneur we have come across. These
icebreakers adopted a behavior that we have
termed “tacking entrepreneurship.”

The term “tacking” comes from sailing. Itisa
method used to sail upwind. When the wind is
blowing from the direction in which the sailor
wants to go, he or she must sail several degrees
inan off-directionin order to capture the force
of the wind on the sails. This requires making
aseries of turns, or tacks, in order to get closer
to the target.

Our entrepreneurial icebreakers had some
strong headwinds to contend with. This re-
quired that they navigate in a zigzag direction,

advancing by constantly changing tack. This
form of entrepreneurshipisadiscovery-driven
approach that is embedded in a setting where
founders encounter difficult conditions, a
feeble heritage of entrepreneurship and few,
ifany, role models.

There are several characteristics that dis-
tinguish tacking entrepreneurship from more
traditional behavior. Unlike many entrepre-
neurs, most of those we studied did not nec-
essarilypickanideaor startaventure based on
what theywere passionate about. For example,
Ivo Boscarol’s first entrepreneurial activity
was photography and he started in advertis-
ing before later falling into hang gliding and
aviation.

In more mature economic contexts, entre-
preneurs usually define a target or objective
(the end), then plan and discover, through
consecutive iterations, the way and resources
(the means) needed to reach that target. Em-
phasis is put on crafting the potential oppor-
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