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Abstract Entrepreneurial behavior is reflected through independent individuals/
entrepreneurs who are ready to start new enterprises and therefore take risks in
newly created circumstances. Increasing, dynamic markets, and competition create
powerful pressure on organizations by enforcing them to continually grow and
develop as a basic condition to survive. Innovation is the biggest potential for
growth and thus becomes a continual business need in the cited circumstances so
participants can have the necessary flexibility, competitiveness and adequate
answers in the face of change. Circumstances considered as favorable to generate
innovations within the organization are dominantly entrepreneurial because of their
features, necessary creativity of active people and readiness to take risk and they are
strong enough to generate ‘something new’, as the most authors in this field define
internal entrepreneurship.

While analyzing motivators that cause internal entrepreneurship, on the one side
there is the organizational context (psychological climate of organization) or
management style and personal interests of internal entrepreneurs/employees on
the other. According to past research, an entrepreneurial climate is essential for
awakening the individual entrepreneurial potential of employees such as innova-
tiveness, risk taking and being proactive. These characteristics require the follow-
ing organizational factors to flourish: management support for new ideas and
projects, participation in strategic decisions, tolerance of risk-taking, autonomy
and resource allocations.

The primary purpose of this research chapter is to present an empirical study
framed by the theory that task-oriented and relations-oriented leadership behaviors
(or different leadership style) are positively related to the employees’ perceptions of
organizational climate. The study introduces this theoretical perspective and exam-
ines the relevant literature that supports the significance of leadership behavior and
the organizational climate. Results of empirical research will be presented in the
second part of the chapter.

Many authors identified leadership/management behaviors as an emergent
process that acts on both the organizational climate and conditions for
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entrepreneurship. An organizational climate has been conceptualized as a mediator
of the relationship between leadership style and organizational entrepreneurship.

1 Problems

Schumpeter (1934) was the first economist to explain, in an unconventional away
and outside usual forms of statistical comparative analyses, the connectivity of
entrepreneurship and economic growth, he defined an entrepreneur as the agent of
change. Today, long-term global studies spanning over the last two decades have
not exhausted all research questions in the field of entrepreneurship. They offer
valuable quantitative research results, identifying the entrepreneurial economy as
having big potential for economic growth. Such a research orientation identifies the
entrepreneurial sector, as a specific form of doing business and thus neglects the
size of the company, sort of activities, economic sector, goals and business motives.

Stimulation and development of entrepreneurship among employees represents
one of the most important goals of every enterprise, as entrepreneurial behavior is
the key source of competitive advantage. Trying to provide the necessary condi-
tions and adequate support to entrepreneurial initiative and activity, every organi-
zation, disregarding the size, should develop the appropriate organizational climate.
Also, entrepreneurial resources are equally important and have their values in the
sense of potential of economic growth, neglecting general system environment, in
the sense of development degree of some economy, emphasizing the special place
and role in the processes of economic restructuring and transition (Lekovic
et al. 2014).

Organizational climate reflects the perception, values, beliefs and attitudes of its
employees and in this way, it represents positive or negative power in shaping
individual business intentions of internal entrepreneurs. In the absence of men-
tioned support in the internal environment of the enterprise itself, numerous exam-
ples and significant massiveness of spin-off entrepreneurial projects are noticed,
which have not met with favorable ambient for implementation within the current
enterprises but instead have found conditions for realizing business ideas in the
external environment. This confirms the importance of the organizational climate,
as the key factor in realizing entrepreneurial intentions within the current organi-
zations. The role of an individual is also important as a holder of entrepreneurial
activities, without which the appearance of entrepreneurship and mentioned effects
for business performance would not come.

The essential problematic of this chapter is dedicated to the identification of the
basic conditions of entrepreneurial behavior in the organizations from which the
following research goals are set:

 Identify the nature and volume of observed features—Ileading style, motivation
level, organizational climate and inclination to risk in selected organizations;

« Establish the power and direction of connection between observed research
variables.
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The nature and structure of available data, then the basic problem orientation
with set research goals, as well as connection and analysis of observed variables of
the research refer to the application of non-parameter statistical techniques and
coefficients to the Spearman’s rank correlation, as the selected methodology, in
order to obtain research results.

2 Evidence

The circumstances treated as favorable for generating innovations within an orga-
nization are dominantly entrepreneurial and exclusive because of their characteris-
tics. The key characteristic is creativity and readiness to take risk, as they are able to
generate ‘something new’, as many authors in this field define internal
entrepreneurship.

Many attitudes in the literature on entrepreneurship and management that
consider the category of internal entrepreneurship and/or corporative entrepreneur-
ship point to the need of a precise definition and comparison of different attitudes in
order to offer adequate answers to previously asked questions. However, the
category of internal entrepreneurship has different interpretations by some authors;
therefore, the level of observation significantly generates some inference, so
treating things in this way is quite justified.

Entrepreneurship can be observed as the process of creating some new values
though investment of necessary time and effort and taking financial and social risk
with a view of acquiring reward in the form of material and moral satisfaction
(Hisrich et al. 2004). This interpretation of entrepreneurship contributes to under-
standing this process and its role in the context of the business system. Contrary to
the mentioned entrepreneurship is the act of developing a new project outside the
existing organization. Internal entrepreneurship helps managers to renovate and
revitalize their business, to innovate but also to improve their general performances
(Kuratko et al. 1990; Antoncic and Hisrich 2001).

In order to successfully represent the concept of internal entrepreneurship, it is
necessary to differentiate to the categories of entrepreneurship. Recent research
on entrepreneurship defines internal entrepreneurship in two fundamentally differ-
ent ways. On the one side, internal entrepreneurship reflects the quality of the
organization itself (organizational level) confirmed by the attitudes that entrepre-
neurial organizations are small (Aldrich and Austen 1986), focused on fast growth
(Drucker 1985), more innovative, more flexible and adaptive (Birch 1987).
According to the second definition, entrepreneurship is considered a characteristic
of employees’ behavior and managers in the enterprise, not as a characteristic of
the enterprise itself. Enterprising people look for opportunities in order to acquire
added value both for them and the enterprise (Burgelman 1983), where, for the first
time, there appears the idea on internal entrepreneurship and/or ‘corporate entre-
preneurship; or entrepreneurship in the big corporate environment as it is often
named. Internal entrepreneurship—also known as corporate entrepreneurship or



172 B. Lekovi¢ and S. Mari¢

corporate undertaking—is the practice of development of the new project within the
existing organization, with a view of using new chance to create new economic
value (Parker 2011).

In analyzing the motivators causing the appearance of internal entrepreneurship,
on the one side there is organizational context or management style, while on the
other side, they come from personal interests of internal entrepreneurs/employees.
For example, organizational support for internal entrepreneurship can be reflected
in an appropriate environment where the entrepreneur can easily approach neces-
sary organizational resources, but also the presence of necessary conditions for
developing and implementing innovative ideas and projects results in overall
organizational innovativeness (Alpkan et al. 2010).

The author who tries to explain entrepreneurial behavior based on personal
characteristics of individuals exclusively makes the difference between entrepre-
neurs and non-entrepreneurs. As for the concept of internal entrepreneurship, this
argument is not enough to analyze the behavior of employees within the existing
organizations. It often happens that internal entrepreneurs leave existing enterprises
in order start their own business because the reward in the form of symbolic tribute
is not enough in relation to the risk they bear by taking some initiatives on
themselves. We can only say that all the factors cited above are essential for the
development of internal entrepreneurship in existing organizations, but none is
enough to explain the cause of the appearance itself.

Clearly none of the offered reasons for understanding entrepreneurship are
completely acceptable. Taking into consideration experiences and opportunities
in the domestic business environment, we can say that the truth is somewhere in the
middle. To show the ‘phenomenon’ of internal entrepreneurship in the right form,
the existence of favorable business climate is necessary and employees with some
inclinations and characteristics that make them entrepreneurs. This includes the
existence of favorable external political, social and economic environment. This
can be seen in the data on significant reaction of the volume and structure of
entrepreneurial activities according to the stages of entrepreneurial process
depending on the economic conjuncture (Lekovic and Maric 2012). In other
situations where one of the mentioned fundamental conditions are missing, entre-
preneurship will not appear in the form described in the previous part of the text.
Horizontal individuality can explain internal entrepreneurship in the form of sup-
port by the organizational climate (Abraham 1997). Hornsby et al. (1993) cite a
selection of factors that are the prerequisite for the success of internal entrepre-
neurship, which are:

* Management support or stimulation of innovation through fast accepting new
ideas and capital availability for experimental projects;

* Autonomy/work of discretion, which relates to the autonomy in work and design
without punishment for experimenting;

» Reinforcement where the reward should recognize real accomplishments and
provoke tasks;
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¢ Available time—without time limitations with sufficient flexibility that enables
individuals to solve problems of long duration;
» Organizational barriers, work outside formal administrative procedures.

An essential determinant of entrepreneurial behavior, disregarding to the cir-
cumstances of entrepreneurial inclination to risk, is understanding the psycholog-
ical characteristic of an individual in relation to the level of tolerance to risk,
i.e. how much subjective perception influences the process of business decision-
making. According to Petrakis (2005), the key factors exerting influence on risk
taking are:

« Environment (economic, political, social, cultural);

¢ Economic branch (competition, buyers, suppliers, limitations);
¢ Characteristics of business (entrepreneurial) project;

» Characteristics of problematic situations;

e Level of risk and potential loss.

Of all previously cited factors of tolerance to risk, cognitive possibilities
(knowledge, skills and capabilities), motives and personal characteristics have the
biggest influence. Internal motivation particularly stimulates the inclination to risk,
as a voluntary experimentation with new ideas (Dewett 2007). In the context of the
group, the organizational inclination to risk, determined by the level of conscious-
ness and the process of risk management, directly influences the behavior of
employees in the process of decision-making. Developing risk awareness with all
the team members, as a constituent element of business environment, as well as the
concept of risk management as an obligatory of subsystem management, deter-
mines competition of the business system. Decision-making in the conditions of
risk is the function of perceived probability of alternatives, perceived consequences
and psychological inclination of individuals to take risks. However, risk perception
is subject to changes because of appropriate market circumstances, as well as closer
conditions of the economic branch which are often irrational.

The positive result of a well-perceived risk as a reward for bigger inclination to
risk must be adequately distributed between the organization and the individual that
took the initiative to risky business operations. The individual deserves adequate
praise because of additional efforts done in taking risk and realizing business idea.
At the same time the organization realizes the right to participate in the positive
result based on available resources put for the development of ideas and an
adequate environment to take over the potential negative result of business projects.

An important dimension of the organizational climate to be taken into consid-
eration the inclination to risk is the trust between managers and employees as an
indicator of tolerance to faults as prerequisites and the indicator of the organiza-
tion’s readiness to take risk. Individuals unwillingly take risks in the conditions of
limited tolerance to faults, formal relationships, and the absence of trust. These
factors create a discouraging organizational climate relating to the risk taking. This
set of factors of the working environment exerts influence on behavior and moti-
vation of every individual. As an internal working environment is dominantly
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determined by the relationship management-employees, it greatly influences
employee behavior. Organizational climate, as the most important indicator of
organizational culture, points to the nature of the internal relationships present in
the organization. The basic characteristics of organizational climate according to
Marshall Poole (1985) are:

» Characteristics of the organization and its parts;
» The organization and its parts;

* Routine activities of the organization;

* Behavior and attitudes of the staff.

The climate of the organization is a reflection of perceptive attitudes. It is still
spoken about precise elements of which it is constituted. Therefore, we find the
most common factors of the psychological? Climate:

» Structure—perception of the formal organizational structure and administrative
regulations;

¢ Support and warmth—employee readiness to help and the feeling of interper-
sonal relationships in the organization;

» Risk—organizational readiness and tolerance for risk-taking;

« Identity—feeling of belonging and loyalty to the organization

» Standards—perceived importance of set goals (Konrad and Kline 1986).

The climate is determined by all the aspects of psychosocial relationships
developing within the organization (Patterson et al. 2005). The climate influences
psychological processes in the organization such as communication, problem
solving, decision-making, conflict management, learning and motivation. From
all this, we can notice that the climate directly or indirectly influences the efficiency
of the organization and its capability to create innovations which is the key source
of competitiveness. The organizational climate represents a general psychological
atmosphere in the organization felt by each individual, which is an important factor
to understand organizational behavior. A positive organizational climate is directly
connected to the success of the organization. The stimulation of initiatives by the
company management leads to new ideas, innovations and better performance.
Another form in which organizational climate can be stimulated is through psy-
chological security, when it supports open interaction and trust inside the working
environment and thus leads to easer problem solving, faster learning, bigger
inclusion of employees and finally risk reduction. In these working circumstances,
employees can experiment with new methods for attaining goals and show creativ-
ity when faced with problems. On the other hand, rigid and nonflexible managers
control the methods of work and do not give their employees enough confidence,
which does not stimulate successful results. With this style of leadership,
employees get sanctioned for showing individuality and these results in the absence
from work, psychological insecurity, and the absence of creativity in work.

We have thus far shown that organization leaders shape the organizational
climate to a great extent. Organizational climate, as a derivative of leadership
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style, directly influences the motivation of employees and performance of the
organizations. If the organizational climate is positive, it is more probable that
employees will identify their own goals with the goals of the organization due to a
higher level of motivation. The positive organizational climate is characterized by
good colleague relationships and a reward system that increases innovative accom-
plishments, as the consequence of information availability and exchange. These
elements point to colleague leadership style where authority and power are equally
distributed between workers, which are quite the opposite of the authoritative style
that promotes hierarchical relationships. Leadership is as an important factor of
organizational climate as it influences individual perceptions of the working envi-
ronment as well as the success and results of the organization itself. Numerous
studies confirm that the philosophy, policy and activities of leaders have a signif-
icant influence on the satisfaction and productivity of employees and impacts the
organizational climate on the whole (Klem and Schlechter 2008).

3 Theme in Practice

3.1 The Sample and Data Collecting

The data on was collected though selected questionnaires from 270 employees in
management positions (operative and medium level of management) in 18 compa-
nies. The observed research variables were leadership style, motivation, organiza-
tional climate and inclination to risk. The companies were selected at random with
different sector distribution, which are, according to the administrative classifica-
tion (Law on\Accounting and Audit—Sluzbeni glasnik RS, br. 46/06 and 111/09)
classified as large companies. Respondents gave adequate answers enabling them to
express subjective preference and evaluation of observed patterns. Through a
specific methodology, the available data enabled the realization of set research
goals.

3.2 Methodology

As for the methodology, it is important to note that the nature of observed pattern
and research intentions, points to the need of reporting individual, subjective
perceptions as well as inclinations at the aggregate level, i.e. the level of the
enterprise. Therefore, some individual attitudes in the form of medium values
were aggregated at the enterprise’ value so that the research would make sense.
As we talk about patterns whose character is important in the form of prevailing
nature of the observed events at the level of the enterprise, not in individual case.
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The evaluation of observed patterns at the individual level cannot contribute to
answering the basic research questions and set research goals. In accordance with it,
disregarding the number of respondents (270) and the size of patterns, the number
of enterprises is relevant (18) in the form of observation which are processed in the
pattern and it seeks the application of non-parameter statistical techniques. Analysis
of observed research variables and the analysis of available data are performed by
means of the Spearman’s rank correlation coefficient.

The set research object, as well as the basic research intention point to the
following research supposition in the form of the basic research hypothesis,
which is:

HO: Leadership style (management structure) determines necessary conditions of
entrepreneurial behavior of existing organizations in the form of positive orga-
nizational climate by which stimulating circumstances are created for ideas
development and innovation because of inclination to risk as basic dimensions of
entrepreneurial projects are:

3.3 Variables and Measures

Measuring organizational climate in the enterprise causes some methodological
problems appearing in the following forms:

¢ Problems connected to limited psychological climate from job satisfaction;

» Problems of aggregation of individual evaluations of psychological climate in
the united measure of organizational climate;

* One of possible problems that can appear relates to the existence of more than
one climate within the organization, i.e. the climate varies according to one’s
position in the hierarchical structure of the organization.

Organizational climate was measured by means of questionnaire called the
“Evaluation methods of psychological climate in the organization” by
A.F. Fidper. Within the defined methodology in the form of a questionnaire,
organizational climate is evaluated by respondents in the form of subjective obser-
vation according to selected dimensions (friendly—spite, agreement—disagree-
ment, satisfaction—dissatisfaction, productivity—unproductivity, warmness—
coldness, cooperation—disharmony, support—unwelcome, interested—indiffer-
ence, dedication to job—uncommitted to job, successfulness—unsuccessfulness).
It was measured on a scale from 1 to 8, where smaller grades mark positive
observations.

Inclination to risk was measured in the form of the test named “Evaluation
methods of risk inclination” by Schubert. In the form of the test, the respondent
answered 25 questions on a scale of from 1 (I agree completely) to 5 (I do not
completely agree) according to defined values in relation to the situation that is
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evaluated. Obtained results, first at the level of individual respondents, later aggre-
gated at the level of the enterprise, were classified in three categories: small,
medium and high inclination to risk. Motivation was measured by using the
“Methods of diagnosing people on the motivation to attaining success”’, by
T. Elers. Obtained results, individual and collective were classified to four catego-
ries of motivation dependent on the obtained research results. Leadership style
(individual and dominant) in the organization was identified by means of the
“Methods for identification of leadership style” by V.P. Zaharov and
A.L. Zuravljev. Based on obtained answers of respondents, the research results,
individual and in the form of dominant style in the organization, were classified
to three categories: colleague (democratic, indulgent (combined) and direct
(autocratic).

4 Outcomes

The selected research approach and the evaluation methods of observed features of
leadership style, motivation level, organizational climate and risk inclination,
enabled the realization of set research goals and expected results. Subjective
perception, values, beliefs and employees’ attitudes as respondents were success-
fully united and reported at the aggregate level per observed research variables.

The cited values are illustrated in Tables 1, 2 and 3 as described statistical
indicators of categorical research variables of leadership style, motivation and risk
inclination at the level of observed enterprises, in the form of prevailing category
for every observed enterprise as an individual observation in the sample. These
descriptive statistical indicators of selected research variables in the form of
frequencies do not have analytical importance. It is enabled by the impression
on basic characteristics of observed patterns within this research, which are
represented in the form of prevailing categories.

Table 1 Motivation

Valid Cumulative
Frequency | Percent | percent | percent
Valid | 1. Low 0 0 0 0 o

motivation

2. Medium 7 389 389 389 - o
motivation os
3. Mod. high |11 61.1 61.1 |100.0 =
motivation

4. High 0 0 0

motivation

Total 18 100.0 100.0

Source: Author’s calculation
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Table 2 Leadership style

Valid Cumulative
Frequency | Percent | percent percent
Valid | 1. Direct lead. 0 0 0 0 o
style
2. Indulgent 0 0 0 0
lead. style [
3. Colleag. lead. |18 100.0 100.0 100.0
style
Source: Author’s calculation
Table 3 Risk inclination
Valid Cumulative
Frequency | Percent | percent percent
Valid 1. Small risk 8 44 4 50.0 50.0
inclination
2. Med. risk 8 44 .4 50.0 100.0 an e
inclination
3. Big risk 0 0 0
inclination
Total 16 88.9 100.0
Missing | System 2 11.1
Total 18 100.0

Source: Author’s calculation

So, in Table 1, we can see that a high motivation of employees dominates in
61.1 % of cases, while the category of medium motivation constitutes 38.9 % of
observations in the sample. The category of low motivation and high motivation
appear in no case as a dominant category.

As for the analysis of presence of some leadership styles, whose descriptive
indicators of this category variable are represented in Table 2, the picture is very
simple. In all analyzed cases of samples (100 %), colleague leadership appears as
exclusively dominant in style. These surveys have no intentions to fog obtained
research results; on the contrary, by abstracting the details they enable observation
that provides a clear picture of the observed patterns.

In Table 3, dominant categories of risk inclination within analyzed sample are
represented, where we can see that in the equal number of cases (50 %) categories
of low and medium risk inclination dominate. Generally, considering enterprises in
the sample through the dimension of risk inclination, we cannot say that entrepre-
neurial orientation is shown. Another medium value points to it; it is organizational
climate, which is, to medium estimate, insignificantly evaluated as positive. For
deeper analyses and thorough conclusions, the second part of the chapter is
reserved.
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In this way, a presentation of the observed patterns indicates the correlation
connection that will be tested by complex procedures. A detailed structure of
research variables represented by the central and dispersive parameters, then the
parameters of asymmetry and flattening (Attachment 1) enables a complete per-
ception of the nature of the research variables. From the aspect of priority of this
chapter, it is enough to emphasize medium values of all the observed variables in
order to get a basic impression of the pattern researched.

Thus, categories of leadership within the observed sample have the following
values. Direct leadership style is represented in 15.26 % of cases; indulgent style is
present with 10.78 %, while colleague leadership style reaches 73.66 %. As for
motivation, the dominant level is moderately high with 40.92 %, medium motiva-
tion is present in 34.53 % of cases, while a high motivation level appears in 23.79 %
of cases on average. A low motivation level reaches an insignificant level, on
average it is present in 1.48 % of cases. Organizational climate is generally
evaluated as positive on average, with the medium value of 3.17 % on a scale
from 1 to 8, where smaller values are positive. As for the evaluation of risk
inclination, an insignificant value of observed pattern dominates, at 53.81 %,
while the medium significant risk inclination appears at 42.09 %, and significant
risk inclination is irrelevant as it is present in 4.09 % on average.

Central attention is oriented to the results of the correlation analysis of selected
research variables and obtained values according to the Spearman’s rank correla-
tion coefficient, illustrated in Table 4. Results obtained by the application of
selected method for testing the connectivity of selected research variables point
to the following factual state. The connection between direct leadership style and
low motivation level is expressed in the form of strong and positive correlation
r=0.548%*, at the level of statistical significance. This relationship confirms the
opposite type of connection of medium strength/intensity, r = —0.337, direct lead-
ership style and medium high motivation. Reliability of obtained research results is
confirmed by the correlation connection between the colleague leadership style and
low motivation level, r = —0.484%*, which has negative, medium strength at the
level of statistical significance. The same leadership style according to medium
high motivation is explained by the medium powerful positive correlation,
r=0.249.

The logical connection between leadership style and organizational climate is
confirmed; where there is direct leadership style, their negative weak correlation is
present, r = —0.070, and for colleague leadership style, positive weak correlation is
present, r =0.055, with a positive organizational climate. In the final instance, the
analysis of the connection between leadership style and risk inclination confirm the
previous results because there is increasing tendency between the category of
colleagues leadership style and risk inclination from insignificant through medium
and to significant, reflected by the following values of coefficient ro, r = —0.073,
r=20.067 and r =0.097.

Based on the previous analysis of result correlation between leadership style,
motivation level, organizational climate and risk inclination, we can say that the
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basic hypothesis of this chapter is confirmed. We can also say that leadership style
(management structure) determines the necessary conditions of entrepreneurial
behavior of existing organizations in the form of a positive organizational climate.
This creates stimulating circumstances for the development of ideas and innovation
due to a stronger inclination to risk. In addition, through analysis of obtained results
as well as previously applied methodological procedures, research goals were
realized for observed patterns, which were selected within the research concept,
identifies and quantitatively expresses, measured and it enabled the determination
of mutual connection of strength and course of connection.

5 Concluding Remarks

Starting from the basic benefits of entrepreneurial behavior, we emphasize that
creating new business projects and innovation within existing organizations,
advances competition and performance. In accordance with the importance of
entrepreneurship, especially internal entrepreneurship and the provision of a favor-
able business climate for its institutionalization, this chapter researches the rela-
tionship between leadership style and basic dimensions of entrepreneurial behavior,
risk inclination by means of the level of motivation of employees, and organiza-
tional climate as the basic determinant of entrepreneurial initiative.

Obtained research results, after the application of selected statistical procedures,
point to the positive correlations between leadership style, moderate high motiva-
tion, positive organization climate and medium and significant inclination to risk.
The results of correlation analysis argue that leadership is the key determinant of
the internal environment, due to the organizational climate being the key factor in
developing new ideas through readiness to take risk and innovation as the principal
entries of entrepreneurial behavior of an individual. Within existing organizations,
the support coming in the form of organizational ambient is very important for
decision-making on implementation of new business projects.

In addition, the selected methodology enabled the adequate evaluation of
observed patterns through aggregation of subjective estimates of respondents,
which resulted in the previously cited conclusions. The aggregate level of individ-
ual estimations of observed patterns enabled the limitation of the level of motiva-
tion present in the organization and the identification of the ruling organizational
climate, and was thus a significant prerequisite to realize the set research goals. By
the same approach, the dominant leadership style was identified, as well as the level
of inclination to risk within the enterprise. In this way we had all the necessary
elements to realize our basic research intentions.
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