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Abstract

In the so-called network economy the information become a product by itself.
The concept of e-entrepreneurship suggests the act of forming a new company in
network economy with innovative business idea that by using ICT platform offers its
products and services based on the value that is created through the online way of
conducting business. New enterprises in network economics, also known under the
term e-business, create value for its customers through electronic processes within
the so-called electronic value chain. They usually start as completely new enterprises
without any connection with any existing enterprise (company-daughter, branch, etc..).
Their founders are mostly young entrepreneurs who are well acquainted with the
advantages offered by the innovations in ICT and are able to imagine many creative as
potential customers would have delivered “irresistible” value in the form of product or
service.
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Introduction

The combination of entrepreneurship and innovation is a key factor for long-
term sustainability of modern business. They are closely related to each other and
their mutual interaction allows enterprises to achieve significant results and success
and to take a good competitive position in the markets. With the achievements of the
first huge success of eBay, Amazon.com, and later Google, Facebook, YouTube and
other Internet businesses, e-entrepreneurship and e-innovation are beginning to be
developed as separate disciplines. That way it can be proactively responded to chang-
es that the world of Internet and electronic commerce is occurring at lightning speed.
These changes cause an ever greater participation of Information and Communication
Technology (ICT) in the processes inside and outside enterprises in all industries.
Modern ICTs have become part of everyday life of people even changed their way of
living. People began on daily basis, several times a day to check their mailbox with
incoming electronic messages, via their computers or mobile phones. Through social
networks such as Facebook, they are constantly connected (24/7) with their friends,
and on Internet they mainly search for products that will offer the greatest value for
the price they are willing to pay. It is becoming clear that the information is no longer
just an auxiliary factor that supports the production of physical products as in the
“real economy”. In the so-called network economy the information become a product
by itself.1) The concept of e-entrepreneurship suggests the act of forming a new
company in network economy, with an innovative business idea, that using ICT plat-
form offers its products and services with a value that is created mainly based on the
online nature of the business.2)

1) Boutellier, Roman; Markus Eurich and Patricia Hurschler, “An Integrated Business
Model Innovation Approach: It is Not All about Product and Process Innovation”, in
“E-Entrepreneurship and ICT Ventures:
Strategy, Organization and Technology”, Edited by Tobias Kollmann, Andreas Kuck-
ertz, Christoph Stöckmann, IGI Global, 2010, p. 2.

2) Matlay, H., “E-entrepreneurship and small e-business development: towards a com-
parative research agenda”, Journal of Small Business and Enterprise Development, 11(3),
2004, pp. 408–414.
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1 THE NETWORK ECONOMY

The basis of the network economy is composed of technological innovations in
the following areas: telecommunications, information technology, media and enter-
tainment industry. Innovations that lead to a huge development in these areas and their
gradual convergence are the most significant impact on the way they manage infor-
mation, communication and transactions.3)  Besides the term Network Economy, there
are terms as e-business, e-commerce, information economy, knowledge-based econ-
omy, which has often been used as synonyms for each other. Huge number of successful
entrepreneurial ventures in the field of electronic commerce has been appeared.

eBay is just one of those, famous, successful start-up business ventures in the
field of e-commerce, an example of a successful blend of entrepreneurship and inno-
vation. From its humble beginning by selling broken laser pointer for just under $ 15
as the first transaction, eBay has grown today into one of the largest centers for e-
commerce in the world, with over 15,000 employees and more than 90 million active
users worldwide.4)  The company is still constantly looking for new ways of doing
business. For example, eBay has created an innovative system for feedback from
buyers and sellers where after they make a transaction, they can evaluate each other.
This further helps in creating ranking list of buyers and sellers with the best opinions,
the greatest satisfaction of their customers, the largest trust and confidentiality. Their
system for processing payments, PayPal, enables online consumers to pay even those
vendors who are unable to have an electronic bank account to receive payments from
the electronic payment cards. This opens up a whole new vast field for the realization
of online sales and transactions. As a result of this innovative approach to eBay, its net
income in 2009 amounted to almost 9 billion US dollars.

Google, the largest web browser in the world, is not just an entrepreneurial
company with respect to its aggressive growth strategy, but it is also a leader in
innovation. To improve the level and efficiency of its features and services, Google is
constantly enhancing its own technologies. On its Web site open a separate area,
called Google Labs (www.googlelabs.com), in which applicants can look at and try

3) Kollmann, T., “Measuring the acceptance of electronic marketplaces”, Journal of Com-
puter Mediated Communication, 6(2), 2001, p. 5.

4) www.ebay.com. Accessed on 28.04.2011.
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his innovation and experimentation with them to give their comment or suggestion.
Google is not a conventional company. Instead of spending enormous amounts of mar-
keting campaigns, Google is continuously improving its Internet browser lunching  in-
novations that provide faster, easier, more accurate and efficient search service that can
be offered by any other web browser. In fact, his strategy against fierce competition in
the market of Internet search engines is in constant entrepreneurship and innovation by
creating new, innovative services and finding new channels to generate income. Thus,
Gogle introduced many new services such as Gmail, Google Maps, Google Product
Search, Google Finance, Google Docs, Google Translate and others, and in the mean-
time they bought YouTube, the biggest website for posting videos.

Google innovation went even further, so the company decided to sell its shares
in 2004 through an online auction rather than the traditional allocation by big banks.
That way they managed to double the value of its initial stock offerings.5)

These examples of e-entrepreneurship and e-innovation unequivocally indicate
that success in e-commerce is closely associated with the combination of entrepre-
neurship and innovation and that these are two key enablers and drivers of electronic
commerce and online business.

2 THE COMPANIES IN THE NETWORK
ECONOMY

New enterprises in network economics, also known under the term e-enterpris-
es, create value for its customers through electronic processes within the so-called
electronic value chain. They usually start as a completely new enterprises without
any relation with an existing enterprise (company-daughter, branch, etc..). Their found-
ers are mostly young entrepreneurs who are well acquainted with the advantages
offered by the innovations in ICT and many are able to creatively imagine how poten-
tial customers would have delivered “irresistible” value in the form of product or
service. Founders generally do not start businesses in order to imitate anyone, but
rather want to realize themselves by requiring satisfaction of their own creativity and
uniqueness.

Network economy stresses the importance of information as an important fac-
tor in achieving competitive advantage, thus increasing the role of so-called intangible
factors of production (knowledge, know-how). Therefore, a huge number of compa-
nies using e-commerce are formed based on new grounds. Besides offering electronic
products and services they develop and have called e-Management or members with
management functions, which possess specific knowledge of the correlated factors
of the network economy. Thus, to possess the potential for success in online busi-

5) Zhao, Fang, “Entrepreneurship and Innovations in e-Business: An Integrative Perspec-
tive”, Idea Group Publishing, 2006, pp. 8-9.
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ness, special attention is given to the combination of management and computer sci-
ence (informatics). It allows successfully forming and managing entrepreneurial ven-
ture, but also guarantee the necessary development of technological processes. Due
to the rapidly changing information, which is the main component of the electronic
value chain, there are big risks existing compromising the future success of the com-
pany’s operations. An additional risk is the fact that this is a new industry without a
major prior business experience, and there is a risk because consumers skepticism
from the use of new innovative technologies. Maybe it was because of the high risk,
this is an industry with huge potential for growth and is associated with countless
entrepreneurial opportunities. Especially this becomes an everyday reality with over-
whelming acceptance and use of the Internet and e-commerce by citizens and enter-
prises worldwide. Thus, entrepreneurs enter the new online business ventures, for
which, however, a considerable capital is required. The investment in the full ICT
infrastructure however, is not negligible. Moreover, the infrastructure is changing too
fast, so the big investments should be done on updates and upgradås. Beside the
capital required for technology development, additional capital for the formation of the
company and its operation (staff, organization, creation of brand sales) is needed.

Thus, it is obvious that companies established in the network economy tend to
be heterogeneous and complex and differ from established companies in the real econ-
omy in many aspects. Therefore a special approach is required to research companies
that are engaged in online business and e-commerce.

2.1 The Internet and electronic commerce in small businesses

One of the first companies started to use the benefits of electronic commerce
were small and medium sized enterprises (SMEs). While large enterprises, usually
inert hesitated, SMEs quickly discern the advantage that can make the Internet and e-
commerce in areas such as marketing, cost reduction, market expansion, launching
new online business ventures.

Internet is an important business tool for SMEs. According to some surveys,
28% of small businesses expect more than three quarters of their annual sales to be
realized over the Internet. But small companies do not measure the success of its
online operations only through the percentage of sales realized through the Internet,
but almost half of them (47%) the success of their Web sites represent through the
number of user’s comments and according to the volume of visitors traffic on their
web pages.6)

But despite a huge number of SMEs recognize the benefit from e-commerce
introduction in their operations, however, there are those that are difficult to define

6) eMarketer, “Small Buisiness Expecting E-Sales”, eMarketer, December 14, 2004. Avail-
able online at: www.emarketer.com/article.aspx?1003177. Accessed on 22.07.2011.
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and begin implementing a specific strategy for e-commerce. That’s mainly because it
is a low level of use of Internet technologies and electronic commerce by their cus-
tomers and suppliers as well as the lack of expertise in the field of ICT in SMEs
themselves.

The benefits for the SMEs from e-commerce use in their every day’s opera-
tions can be recognized in the following segments:7)

- Cheap source of information.
- Cheap advertising and market research;
- Easier competitor’s analysis.
- Cheaper way of creating (or making lease) on store.
- SMEs are less associated with the old technologies and traditional retail

channels.
- Faster creation of favorable image and gaining public recognition for good

work.
- Ability to reach potential customers globally.
- Other benefits, such as: faster receivables collection from customers, clos-

er relationships with business partners, a reduced number of errors in trans-
mission and processing of data, lower operational costs.

What the introduction of e-commerce in their work makes SMEs different from
the others are the disadvantages and risks which they have thus:8)

- Lack of financial resources to fully use the Internet and all the benefits it
offers.

- Lack of technical persons or insufficient expertise on legal issues, advertis-
ing etc.

- Less able to cope with the negative consequences of risk than is the case
with large enterprises.

- Thinking that their products and services are not suitable for online market-
ing.

- Lack of personal contact with customers is destroying one of their strengths
as a small business that is always in close relation with their customers.

- Inability to provide greater scope of supply, to feel the benefits offered by
the digital marketplace.

The outcome of the launch of an entrepreneurial venture associated with the use
of e-commerce is not accidental at all. A number of studies suggest that there is a set
of critical factors that determine whether an enterprise will succeed in their online
business or not. Most of the entrepreneurs who succeeded on the Internet, either at

7) Turban, E., King, D., McKay, J., Marshall, P., Lee, J. and Vielhand, D., “Electronic com-
merce 2008 – A managerial perspective”, Pearson Education, Inc., Upper Saddle River,
New Jersey, 2008. p. 670.

8) Ibid.
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the introduction of electronic commerce as a component of their existing business,
either as a new, fully online business venture, indicating that the key to their success
are the following aspects:9)

- To a large extent a product is crucial, i.e. what are its characteristics and
for which market is intended.

- Payment methods must be flexible and cover many different ways, not just
online payments with electronic payment card.

- Electronic payments must be safe.
- Capital investment in the business of e-commerce must be kept to the min-

imum necessary to reduce excessive risk exposure.
- Control of inventory is very important.
- Logistical services must be fast and reliable.
- There must be strong support from the business owner or major investors.
- Business must establish high exposure to its Web site on the Internet through

its registration of all known web browsers, such as Yahoo, Google and
others.

- The business has to become an integral part of the online community through
involvement and the establishment of numerous online services and social
networks.

- The company’s online-store company must grant all necessary information
and services for its customers.

Still, despite the growing SMEs awareness about the benefits and risks of the
introduction of electronic commerce in their operations, as well as the importance of
the most critical factors important to the success of this venture, SMEs often need
significant assistance and support during the launch of their online business. World-
wide, nearly every developed country has established a specialized state agency whose
primary goal is to help SMEs in their greater involvement in electronic commerce,
such as the U.S. Small Business Administration (www.sba.gov), Business Victoria
(www.business.vic.gov.au) and others. Apart from national government agencies,
NGOs and various professional associations, significant support to the efforts of SMEs
to implement e-commerce in their business offer some private companies that are
specialized in the development and implementation of hardware, software and other
solutions in the field of online business. Such are the following few specialized cent-
ers: IBM’s Small and Medium Business Center (ibm.com/businesscenter), Microsoft
Business for Small and Midsize Companies (microsoft.com/business) and Yahoo!
Small Business (smallbusiness.yahoo.com).

In the Republic of Macedonia, although the need for specific and crucial sup-
port to entrepreneurs who want to start online business or undertakings of its existing
business wants to add a component of e-commerce is evident, the support does not

9) Ibid.
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exist. According to a survey conducted in 2007, 87% of SMEs require the use of e-
commerce to be financially stimulated by the state, 76% indicate the need for the
existence of centers for professional and technical assistance to support SMEs in their
efforts to introduce e-commerce, and broader training to interested entrepreneurs and
SMEs for e-commerce funded by the government.10)

2.2. Innovations in e-commerce businesses
in Republic of Macedonia

Since 2008, 87 e-commerce businesses were registered in Republic of Macedo-
nia. Out of these 25% were registered in 2008 and 2009, while the rest start-up their
businesses in 2010 and 2011. In 2011 they make 6,500 transactions per month, rep-
resenting an average of about 75 transactions per e-commerce business.11)

In August 2011 a survey was conducted in all 87 e-commerce businesses reg-
istered in the Republic of Macedonia on the meaning and source of innovation for e-
entrepreneurship. According to the survey 76.4% of all online businesses believe that
innovation is ‘extremely important’ or ‘important’ to their online businesses, while
only 7.1% claim that innovation is not particularly important for their online business.
(Table 1).

Table 1.  Importance of the innovation for the online business

Source of the innovation is in the business model at the half (50.0%) of the e-
commerce businesses. Such innovations are directly enabled by the online environ-
ment in which they are implemented and can not be replicated through the traditional
way of working in so-called physical world. 28.6% of e-commerce businesses their
innovation based on technological solutions in the field of IT. Least important for e-
commerce businesses in Republic of Macedonia are innovations in financing and tech-
nological innovations in telecommunications and media industry (by 7.1% respective-
ly) (Table 2).

 Innovation Importance for the Online Business Percentage

Exctremely important 35,7%

Very important 35,7%

Somewhat important 21,4%

Not too important 7,1%

Not important 0,0%

10 ) Janevski Z., “Electronic commerce: opportunities and prospects for small and medium
sized enterprises”, Economic Institute - Skopje, Skopje, 2008, pp. 146-147.

11) www.cpay.com.mk.
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Table 2. Source of the innovation for the online business

The support to these online businesses provided by the innovation-related gov-
ernment institutions is very low. Only 21.4% of them said they used some kind of help

from Business Start-Up Centres / Technology Incubators and 7.1% from the Eco-
nomic Chamber of Macedonia. Only 78.6% of all e-commerce businesses in Macedo-
nia did not use any means to support their online business, either in the phase of
innovation development and prototyping, either in the stages of formation and later
development of their business (Table 3).

Table 3. Support used by online business provided from innovation-
related government institutions

 Source of Innovation Percentage

Technological innovation (telecommunications) 7,1%

Technological innovation (information technology) 28,6%

Technological innovation (media) 7,1%

Technological innovation (entertainment) 14,3%

Innovation in business model 50,0%

Innovation in the financing 7,1%

Other 0,0%

 Innovation Support Instruments Used Percentage

Ministry of Economy 0,0%

Ministry of Education and Science 0,0%

Ministry of Information Society and Administration 0,0%

Other Ministries 0,0%

Economic Chamber of Macedonia 7,1%

Agency for Foreign Investments and Export Promotion 0,0%

Agency for Promotion of Entrepreneurship 0,0%

Technology/Innovation Centres 0,0%

Clusters 0,0%

Technology and Science Parks 0,0%

Business Start-Up Centres/ Technology Incubators 21,4%

No one 78,6%
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This is due to inadequate range of instruments to support online businesses
because the existing instruments in place supporting innovation in the Republic of
Macedonia are of general type and do not consider the specifics of the establishment
and development of online business.

Conclusion

Innovation is one of the immanent features of entrepreneurship, and it becomes
even more obvious in businesses that base their operations on intensive use of the
Internet and electronic commerce. Electronic entrepreneurs base their innovations
mainly on the achievements in the area of: Telecommunications, Information Tech-
nology, the media convergence. Also, they inspire their innovations by processes
related to the phenomena of political, economic and social globalization. Significant
success achieve those e-entrepreneurs that use the particular features that are indicat-
ing the benefits provided by ICT. This is followed by their own innovations in the
creation of online business models, virtual teams and organizations, digital products,
and a completely new lifestyle of consumers who more and more diverse feeds growth
and development of the network economy.

Innovative products remains a source of competitive advantage in network econ-
omy as it is the case in the real economy as well. But in addition, new online services
for consumers that complement the basic range of products, may themselves consti-
tute a basis for gaining a significant competitive advantage. E-entrepreneurs often
form small companies that innovative access to the application of ICT technologies.
The process of creation and promotion of e-entrepreneurs need different kinds of help
and support of various stakeholders in the countries, including the private and public
sector and the civil society.
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