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Chapter 3
Bosnia and Herzegovina 

highlights

•	 Bosnia and Herzegovina (B&H) is a South-Eastern European country, situated in the heart 

of Balkans.

•	 Due to the destructive war in the 1990s, and the dysfunctional structure of the country 

that resulted from the Dayton agreement, Bosnia and Herzegovina is lagging behind oth-

er countries in the region. 

•	 The GDP per capita of B&H places the country far below the average of the Adriatic Re-

gion, as well as below the EU-28 average.

•	 In comparison to the Regional and EU-28 mean, B&H has a far lower number of new PhD 

graduates, in relative terms. 

•	 B&H SMEs show relatively poor levels of internationalisation, where national markets are 

the most represented areas with the presence of 98%.

•	 The level of received support through innovation incentives from the government, Re-

gional authorities and the EU is low for all measured forms of financing. The majority of 

innovative firms in B&H within the three-year period 2011-2013 did not receive any kind of 

public financial support for innovative activities.  

•	 Knowledge hiding in both B&H (1,60) and the Adriatic Region (2,31) is on a relatively low 

level. Respondents from B&H exhibit slightly higher than average cultural intelligence 

(5,17) compared to the average of the Adriatic Region (4,54).
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3.1  general overview

Bosnia and Herzegovina is a South-Eastern European country, situated in the heart 

of Balkans. It borders Croatia, Serbia, and Montenegro and has open access to the 

Adriatic Sea. The population in Bosnia and Herzegovina, according to the latest 

published Census results (2013), was 3.53 million inhabitants (Agency for Statistics 

Bosnia and Herzegovina, 2016). 

Bosnia and Herzegovina declared sovereignty in October 1991 and independence 

from the former Yugoslavia on 3 March 1992, after a referendum boycotted by eth-

nic Serbs. The Bosnian Serbs - supported by neighbouring Serbia and Montenegro 

- responded with armed resistance aimed at partitioning the republic along eth-

nic lines (CIA.gov, 2015). On 21 November 1995, in Dayton, Ohio, the warring par-

ties initialled a peace agreement that ended three years of interethnic civil strife; 

the final agreement was signed in Paris on 14 December 1995 (CIA.gov, 2015). The 

Dayton Peace Accords retained Bosnia and Herzegovina’s international boundaries 

and created a multi-ethnic and democratic government charged with conducting 

foreign, diplomatic, and fiscal policy. A second tier of government was also recog-

nized, composed of two entities roughly equal in size: the Federation of Bosnia and 

Herzegovina (FBiH) and the Republika Srpska (RS). The FBiH and RS governments 

are responsible for overseeing most government functions, and the FBiH is further 

divided into 10 cantons that pursue executive government in this entity for most of 

the strategic fields (e.g., education).

Due to the destructive war in the 1990s, and the dysfunctional structure of the 

country that resulted from the Dayton agreement, Bosnia and Herzegovina is lagging 

behind other countries in the region. Steps toward EU membership are slow and re-

quested reforms are hardly being implemented. For example, Bosnia and Herzegov-

ina formed the Stabilisation and Association Agreement with the EU in June 2008 

and it was ratified in February 2011; however, it came into force only in June 2015 (DEI, 

2015). One of the main reasons for this was that leading parties in the country could 

not agree upon implementing the verdict of the European Court of Human Rights 

that represents the Violation of Article 14 (prohibition of discrimination) of the Eu-

ropean Convention on Human Rights taken together with Article 3 of Protocol No. 1 

(the right to free elections), and Violation of Article 1 of Protocol No. 12 (the gener-

al prohibition of discrimination) to the Convention (COE, 2015). Since relations with 

other countries in the region are multifaceted, the geopolitical situation of Bosnia 

and Herzegovina remains complex. There are no strong transport routes that pass 

through the country and it has been slow to rebuild its transport infrastructure. 

According to the World Bank, there are four main areas for development in Bos-

nia and Herzegovina (World Bank, 2015): agriculture (although the share of agricul-
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ture in the economy has decreased to less than 10% over the last decade), environ-

ment, health and private sector development (the country is hindered by one of the 

least friendly business environments in the region). 

Bosnia and Herzegovina has three national parks and three nature parks, where 

one of the last remaining primeval forests in Europe is located. Recently, an Instru-

ment of Pre-Accession (IPA) funds has become available for the country, which makes 

it easier for different levels of government, as well as non-governmental bodies and 

organisations, to pursue projects that are in line with country’s and EU priorities.

3.1.1  overview of the economic situation in the country

Bosnia and Herzegovina is a small and upper middle-income country (World 
Bank, 2015). Gross domestic product per capita increased to € 3,642 in 2014 
(Agency for Statistics Bosnia and Herzegovina, 2015). The country had a nega-
tive GDP real growth rate in 2009 (-2.9) and in 2012 (-0.7) . The global financial 
crisis has had a negative impact on the economy. Foreign direct investment in-
flows in the period 2000-2013 increased approximately three times. The total 
number of employed persons increased to 813.000 in 2013. The expert estima-
tion is that country needs between 0.6 and 1.3 million new jobs, as well as new 
knowledge, research, innovation, and development.

Between 1998 and 2008, Bosnia and Herzegovina experienced strong growth, 

with GDP increasing by over two thirds in real terms and poverty dropping from near-

ly 20% to around 14% (World Bank, 2015). In years 2006, 2007 and 2008, growth was 

steady at about 5% annually. However, as demonstrated in the GDP real growth rate 

stated above, the global financial crisis of 2008-2009 is having an ongoing nega-

tive impact on the country’s economy. Slower growth in the main Euro zone export 

markets, political and social turmoil, the lack of progress in making improvements 

to the business climate (e.g., through streamlined regulations, trade procedures or 

lack of progress on transport links) could all reduce the economic growth rates in 

Bosnia and Herzegovina.

According to the Labour Force Survey (Agency for Statistics Bosnia and Herze-

govina, 2015), the unemployment rate in the country is 27.7%, while for young per-

sons (aged 15 to 24) it is the highest – 62.3 %. These figures are higher than the 

highest unemployment rates in EU countries. The poverty headcount ratio on na-

tional poverty lines (% of population) for Bosnia and Herzegovina was 17.9% in 2011, 

which was a decrease compared to 18.2 % in 2007.
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3.1.2  overview of the research and innovation actors and activities 
in the country

Currently, Bosnia and Herzegovina does not have a national innovation system in 

place. Although it is known that the following dimensions constitute the national 

innovation system: institutions, public sector, education system, private sector, hu-

man resources, scientific output, linkages, entrepreneurship, SMEs and funding, at 

present, there are no coherent efforts to link and coordinate all of these dimensions. 

The complex constitutional structure of B&H delegates policy and funding responsi-

bilities across the entities of the RS, the FBiH, and the Brčko District (BD), as well as 

across the cantonal structure of policy implementation bodies in FBiH.

DECISION MAKING BODIES

•	 Ministry of Civil Affairs of Bosnia and Herzegovina (Department of Education 

and Department of Science and Culture);

•	 Ministry of Foreign Trade and Economic Relations.

FURTHERMORE, EACH ENTITY HAS ITS OWN DECISION MAKERS AS FOLLOWS:

•	 Federation of Bosnia and Herzegovina: Ministry of Development, Entrepreneur-

ship and Crafts, Federal Ministry of Education and Science; 

•	 Republika Srpska: Ministry of Science and Technology, Ministry of Education and 

Culture, and Ministry of Industry, Energy and Mining. 

RESEARCH CENTRES AND INSTITUTIONS

•	 44 licensed institutions of higher education (26 universities and 18 independent 

colleges, with a total of 140 faculties and 10 academies);

•	 24 research institutes in RS (13 public, 10 private and 1 virtual);

•	 30 institutes (20 public and 10 private) in Federation Bosnia and Herzegovina.
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Figure 3.1 – Structure of the research system

Source: ERAWATCH Country Report for Bosnia and Herzegovina

Legend
•	 MCP BiH – BiH Ministry of Civil Affairs;
•	 FMON – FBiH Ministry of Education and Science;
•	 MNTRS – RS Ministry of Science and Technology;
•	 MON-KS – Ministry of Education, Science and Youth, Canton Sarajevo;
•	 MONKS-ZDK – Ministry of Education, Science, Culture and Sport, Canton Zenica Doboj;
•	 MONKS-TK – Ministry of Education, Science, Culture and Sport, Canton Tuzla;
•	 MONKS-USK – Ministry of Education, Science, Culture and Sport, Canton Una Sana;
•	 MPZKS-ŽP-K – Ministry of Education, Science, Culture and Sport, Canton Posavina;
•	 MONKS-BPK – Ministry of Education, Science, Culture and Sport, Canton Bosnia-Podrinje;
•	 MONKS-SBK – Ministry of Education, Science, Culture and Sport, Canton Central Bosnia;
•	 MONKS-ŽHN-K – Ministry of Education, Science, Culture and Sport, Canton Herzegovina-Neretva;
•	 MPZKS-ŽZH-K – Ministry of Education, Science, Culture and Sport, Canton West Herzegovina;
•	 MPZKS-HBŽ-K10 – Ministry of Education, Science, Culture and Sport, Canton 10;
•	 OOBD – Department of Education of Brčko District.
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3.1.3  recent changes in r&d and innovation system in the country

In 2014 the Agency for Statistics of Bosnia and Herzegovina published the first two 

releases for monitoring research and development (2012) and patents (2013) as a 

first step in providing statistics on R&D and innovation on the state level. The coun-

try has a national science, technology and innovation (STI) strategy, adopted in 2009, 

with the 2010-2015 time frame, which provides directions for R&D funding, but the 

operational power is distributed to FBiH entities that have drafted their entity-level 

STI strategies with different time frames and different funding targets. Hence, Bos-

nia and Herzegovina should initiate a project of creating a new STI Strategy for the 

period 2016-2020. In this sense, the results of the PACINNO project will definitely 

provide additional statistical indicators on R&D and innovation. The first findings of 

the PACINNO project were presented at the Public Policy Conference in Bosnia and 

Herzegovina in May 2015, where the key decision-makers were present and received 

the results of the empirical analysis from the project. Although Bosnia and Herzegov-

ina demonstrates the lowest financial investment figures in the region (compared 

to the IPA Adriatic countries and to the EU-28 average): GERD as % of GDP (R&D 

intensity) – 0.27%, BERD as % of GDP (business sector R&D intensity) – 0.16%, and 

Public R&D as % of GDP (R&D performed by PROs and HEIs) , the productivity level of 

its R&D employees is high; there are, for example, 0.45 citable SCImago publications 

per R&D employee (which is the highest in the region) (Pustovrh, 2015).

It could be seen that the trend of putting insufficient inputs into the innovation 

system continues for Bosnia and Herzegovina. Furthermore, Bosnia and Herzegov-

ina still lacks entrepreneurship, although there have been attempts to increase it 

in recent years; however, this limits the general social benefits from the innovation 

system. Finally, a broad university system could produce more future researchers, 

helping to increase the size of the innovation system and, perhaps, helping to at-

tract more BERD. What is needed for the country is a common data platform for 

simple use by policy makers of all levels of the complex country structure and the 

incorporation of innovation policies into a wider innovation system.
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3.2  macro-level analysis of innovation enablers 
and inhibitors 

This section presents the most relevant macro-indicators of innovation in the coun-

try are presented1. These indicators concern six categories of the national innovation 

system: the economic situation of the country, figures regarding human resources 

including the education system, the innovation investments made by both the public 

and private sectors and the scientific output. The indicators are synthetically repre-

sented in Figure 3.2 and described after that. In the figure, 100 represents the EU 

average, while the dotted part of the histogram shows the Adriatic region average.

The economic data include the general economic figures of the country, such as 

GDP per capita, total exports, unemployment rate, current account deficit, etc. The 

Bosnia and Herzegovina GDP per capita places the country far below the average of 

the Adriatic Region, as well as that of the EU-28. 

Figure 3.2 – Bosnia and Herzegovina Innovation System, selected indicators

1	 A more detailed picture about the country’s innovation profile can be found at:
http://www.adriaticinnovationmap.eu/country-profile/.



50

The human factor plays a critical role in innovation, as the competitive advantage 

built on human resources is not easily imitable. In comparison to both the Region 

and EU-28 mean, B&H has a much lower share of total R&D personnel in the total 

share of active population, as well as the total number of new PhD graduates. Un-

fortunately, the latest census data show that B&H has an illiteracy rate of 2,82%, 

which is the highest in the region.

Education plays a central role in building the country’s innovation capacity. The 

share of tertiary education participants in B&H is far below the regional and EU-28 

average. 

The public sector is a part of the economy that consists of state-owned institu-

tions, including nationalised industries and services provided by local authorities.  

In B&H, government expenditure on R&D is far below the regional and EU-28 mean. 

The private sector represents an engine of economic growth and job creation, as 

commercial enterprises constantly incorporate new technologies in their businesses 

due to market pressures and an imperative to stay competitive. In the private sector 

dimension it is evident that Bosnia and Herzegovina lags behind both the regional 

and EU-28 mean with regard to business expenditure on R&D.  

The scientific output of a country is closely related to its innovation capacity.  At 

the same time, it can be used as an indicator of a country’s innovation performance. 

The number of SCImago scientific journal articles is on a lower level for B&H than 

the Regional mean, in which the Region performs worse than the EU-28. 

3.3  meso-level analysis of innovation enablers 
and inhibitors

The survey of innovative micro, small and medium sized firms in Bosnia and Her-

zegovina was stratified by industries, business activity and SME share (using the 

number of employees as well as the yearly revenues as criteria). An external agency 

was engaged to compile a representative database of firms in line with the pre-de-

fined criteria. This agency had access to all firms in the country and randomly ex-

tracted the requested sample.

The following criteria were used to stratify the sample: business activity (equal 

share of production and service firms), SME profiles (using the number of employ-

ees as well as the yearly revenues as criteria), with a 15:35:50 share of micro, small 
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and medium enterprises, respectively. The PACINNO project team used qualita-

tive analysis to identify innovative industries in Bosnia and Herzegovina (since 

no quantitative/official indicators existed) and it provided a request that 60% of 

the sample should come from the innovative industries, namely: information and 

communication technology (ICT), wood, chemical, plastic and metal-processing 

and knowledge-intensive services industries. The rest of the sample came from 

all other industries.

The survey was conducted from May to September 2014. The questionnaire was 

sent to the stratified random sample of 1,387 firms from the IPA eligible area. A to-

tal of 548 respondents were reached after two reminder rounds were administered 

via the online survey platform LimeSurvey (39.51% response rate). A total of 109 re-

sponses were completed at the level of 70% (cut-off criteria) and, hence, used for 

further analysis. Due to the fact that we approached sampling with specific, targeted 

industries, the resulting sample is cross-industry and includes industries evaluated 

as innovative in B&H. A total of 17 different industries were represented in B&Hsam-

ple, with ICT services being the most dominant (29% of the share in the sample), 

followed by other services (13%) and the manufacturing of wood and wood products 

(12%). The average number of employees in the sample firms was 25, and the aver-

age turnover was around 2.16 million Euro. The average sales and exports, in terms 

of the total sales ratio, increased during period 2010-2013. Most enterprises mainly 

employed lower qualified workers (including secondary school education), followed 

by employees with college education (Master’s Degree).

During the research process no methodological difficulties were encountered. 

The researchers have internally monitored the data collection process that ensured 

an adequate response rate. This was particularly important considering the exten-

sive length of the questionnaire. 

3.3.1  organizational innovation

For firms in Bosnia and Herzegovina, the highest average score of organizational in-

novation is reserved for the renewal of internal rules and procedures (4,99) and dif-

ferent roles within the organization (4,96) . Innovative behaviour in terms of orga-

nizational culture is higher than the average scale point (3,5) in all cases, so we may 

conclude that in Bosnia and Herzegovina firms do not lack innovative behaviour. 

The analysis of collected data on different aspects of organizational innovation 

points to no major differences between Bosnia and Herzegovina and the Adriatic 

Region average. Renewal of internal rules and procedures holds the highest rank-

ing in both the Adriatic Region and in Bosnia and Herzegovina, where both reached 
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almost 5 points on the scale from 1 to 7. In most of the items, Bosnia and Herze-

govina tends to slightly outperform the Adriatic Region, whereas three items are at 

a lower level, namely: changes in the employees’ tasks (4,13 vs. 4,31), updating of 

organizational structure (3,83 vs. 4,01) and changes in the way to set the objectives 

(3,90 vs. 4,05).

Chart 3.1 – Organizational innovation 
	 (Bosnia and Herzegovina in comparison to the Adriatic Region average)
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3.3.2  internationalization level as innovation enabler

In the period from 2011-2013, most surveyed firms in Bosnia and Herzegovina were 

present only on the domestic market, where the majority of turnover was also 

earned. Firms that export their products were mostly present in the Adriatic Re-

gion, and in Western and Central Europe. When it comes to the exporting activity 

of Bosnian and Herzegovinian firms, most firms in the sample (57%) export to 1-5 

markets; one quarter of the firms in the sample are not exporters.
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Chart 3.2 shows that the national markets are the most represented areas in 

both Bosnia and Herzegovina and the Adriatic Region as a whole, where in Bosnia 

and Herzegovina 98% of respondents were present on the domestic market, while 

for the Adriatic Region as a whole this rate amounts to 95%. The Adriatic Region 

was the next most prevalent market where Bosnia and Herzegovinian firms (64%) 

sold their goods and services, while for the region as a whole only 31% of firms are 

referring back to itself and it is on a third place. This shows that firms from Bosnia 

and Herzegovina are more reliant on the Region than firms within the Adriatic Re-

gion in general. Western and Central Europe is the third important market place for 

Bosnia and Herzegovina; however, its presence of 44% is still higher than for the 

Adriatic Region firms (41%) overall. In both cases, the least represented markets are 

those in North Africa, South and Central America, the Middle East and East Asia. 

Chart 3.2 – Geographic markets where enterprises sold goods and/or services during 
	 2011, 2012 and 2013 
	 (Bosnia and Herzegovina in comparison to the Adriatic Region average)
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3.3.3  innovation incentives as innovation enablers

The majority of innovating firms in Bosnia and Herzegovina within the three-year 

period (2011, 2012 and 2013) did not receive any kind of public financial support for 

innovative activities. However, although at a small rate, in most cases the finan-

cial support came from the central government (5,5%), local or regional authorities 

(4,6%) and finally the EU (2,8%).

It is evident that the level of received support was low for all three forms of 

financing in both Bosnia and Herzegovina and the Region as a whole. However, an 

interesting observation is to be made that the national level in Bosnia and Her-

zegovina provides more support than the regional/entity/cantonal/municipality or 

local level. Due to the high decentralisation of the country, and the fact that the 

national level does not have too much authority, this is an important finding. It is 

to be concluded that all kinds of support for SMEs is more than welcome and that 

all levels of authorities (local/regional/national/EU) should adjust their policies and 

instruments accordingly.

Chart 3.3 – Public financial support (%) for the innovation activities in enterprises 
	 during 2011, 2012 and 2013 coming from the government 
	 (Bosnia and Herzegovina in comparison to the Adriatic Region average)
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3.4  micro foundations of innovation 

In B&H, two innovative companies participated in the study. The first company was 

a medium-sized IT solutions company, where 49 employees participated in the 

study, while the second was active in the pharmaceutical industry and 60 of its em-

ployees participated in the study. The gender structure in two companies in B&H is 

relatively balanced, with men slightly dominating the sample of employees (54%). 

The average employee age in the two companies in B&H is 34. In the case of the two 

companies in B&H, the majority of employees held Bachelor’s Degrees (42%), while 

the ratio of employees with a Master’s degree was 25%. 

The following graph presents the average descriptive results for B&H in com-

parison with the Adriatic Region. Furthermore, we are referring to the results of 

multi-level analysis at the Adriatic level. 

The data show that knowledge hiding in both, B&H (1,60) and the Adriatic Re-

gion (2,31) is on a relatively low level. Interestingly, the econometric data analysis on 

the Adriatic Region level has shown a slightly positive correlation between knowl-

Chart 3.4 – Micro-determinants of innovation in Bosnia and Herzegovina
	 and the Adriatic Region
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edge hiding and individual innovativeness, which is contradictory to the previous 

empirical studies that claim that knowledge hiding negatively affects innovative-

ness. Nevertheless, the low representation of knowledge hiding in the surveyed 

companies in B&H may be interpreted as beneficial, particularly considering that 

two surveyed companies were innovation-oriented.

The construct employee silence was shown as significantly negatively related 

to innovativeness on the Adriatic Region level, which is connected to the fact that 

the employees do not share their ideas openly. However, this construct was ranked 

rather low in both B&H (1,82) and the Adriatic Region (2,71), therefore, it may be 

interpreted that employees do not show a substantial proclivity to silent behaviour.  

According to the results of analysis, on the level of the Adriatic Region cultural 

intelligence is significantly correlated with individual-level innovativeness, which 

means that the more culturally conscious the employees are, and the more knowl-

edgeable they are about different languages, cultural values, etc., the more innova-

tive they are likely to be. Respondents from B&H exhibit slightly higher than aver-

age cultural intelligence (5,17) than that of the Adriatic Region (4,54), which might 

be interpreted through (and attributed to) the multicultural setting of the country, 

with different nationalities and cultures present throughout its history and on a 

daily bases in the country.

Perceived time pressure, according to the research, does not have any signif-

icant correlation with the level of innovativeness in the surveyed companies of 

the Adriatic Region. This determinant is in both cases ranked almost equally, B&H 

(3,85), and the Adriatic Region (4,12). 

Idea championing and individual innovation is slightly higher for the B&H re-

spondents (4,81) than for the Adriatic Region (4,66).  As already pointed, according 

to this study, the gender and age of employees are strongly related to innovativeness 

on the Adriatic Region level. Therefore, there are certain differences between male 

and female employees, as well as younger and older employees, in terms of both the 

level of their innovativeness, and the process of individual innovation emergence. 

Task conflict as a measure of disagreement between group members is not 

present to a large extent, neither in the case of the Adriatic Region (3,24), nor in the 

case of B&H study respondents (2,99). Since in some empirical studies task conflict 

has been identified as a potential innovation inhibitor, the low representation of 

this determinant may be interpreted in a positive way. 

Absorption/flow at work, work enjoyment and intrinsic work motivation are 

ranked rather high for B&H (4,66; 4,72 and 4,39, respectively) and for the Adriatic 

Region (4,54; 4,57; 4,49, respectively)however, the research has shown no signifi-

cant correlation between these constructs and individual levels of innovativeness 

in the Adriatic Region.
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Regarding the time perspectives, this research has shown that on the level of 

the Adriatic Region, only past positive and present hedonistic time perspectives 

significantly correlate with innovativeness. Past positive time perspective is nega-

tively correlated with innovativeness, and it is almost equally ranked in both , B&H 

(3,07), and the Adriatic Region (3,62). At the same time, the present hedonistic time 

perspective is marginally positively correlated to innovativeness and it is ranked 

somewhat lower in both cases: Bosnia and Herzegovina (2,95) and the Adriatic Re-

gion (3,52). In contrast, past negative and future time perspectives did not show 

any significant correlation. Since, in both cases, past negative time perspective is 

ranked rather low (Bosnia and Herzegovina, 1.90; Adriatic Region, 2,34), it may be 

interpreted as a positive notion, while future time perspective is mid-ranked in both 

B&H (3,82) and the Adriatic Region (3,97). 

According to the conducted data analysis, time management is highly correlat-

ed with innovativeness, and it is one of the largest determinants of individual-level 

innovativeness. This determinant is ranked equally high in B&H (5,17) and the Adri-

atic Region (5,10). 

Entrepreneurial and intrapreneurial intentions are shown to be significantly 

related with employees’ innovativeness on the Region level, which implies that en-

trepreneurial skills may be of potential benefit for the company as they stimulate 

innovation processes. This determinant is mid-ranked and it does not differ much 

between B&H (3,81), and the Adriatic Region (4,03). 

Self-efficacy, which has been identified as an instigator of innovativeness on 

the Region level, is ranked rather high in B&H (5,63), which could point to the con-

clusion that employees in B&H companies are more optimistic regarding their abil-

ities to perform novel tasks. This concept is also highly ranked high at the overall 

Adriatic Region level (5,12).

According to the research, uncertainty avoidance, as a construct for the mea-

surement of national culture, does not significantly correlate with the level of in-

novativeness in the surveyed companies of the Adriatic Region. However, this de-

terminant holds the highest score of all constructs for B&H (6,11). This is also true 

for the Adriatic Region (5,43), which implies that there are some specific cultural 

characteristics of risk aversion in the Adriatic region. 

Individualism, as another construct that measures national culture, is almost 

equally ranked both in B&H (4,74) and the Adriatic Region (4,48). The same as in 

case of uncertainty avoidance, the empirical analysis has shown that this determi-

nant does not play as a significant role in explaining individual-level innovativeness 

in the Adriatic Region.
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3.5  conclusions 

This chapter has focused on Bosnia and Herzegovina and provided a detailed 
overview of state of the art in the area of innovation at three distinct levels: 
macro, meso and micro. It is, firstly, noted that the country has a complex in-
ternal structure and that this structure is relevant to the areas of education, 
research and science. At the macro-level, the country’s performance is signifi-
cantly lower in comparison to the EU-28, particularly when it comes to scientific 
output and investment in R&D. This is partly due to the fact that there is still 
no formal innovation system and innovation policy in place at the national level. 
In terms of the innovation enablers and inhibitors, taking into account selected 
indicators of meso-level analysis, it might be observed that firms in B&Hreport 
high levels of organisational innovation and excel in comparison to the Adriatic 
Region average. This might be a result of the situation whereby firms in B&H are 
lagging behind other firms in terms of introducing innovation, due to the coun-
try’s slow development, and increasingly are forced to innovate, even in areas 
where innovation has been introduced in firms from other countries. It could 
also be concluded that firms from B&Hare mostly reliant on the national market 
(98%), followed by the Adriatic Region market (64%), which is the second most 
important for the country.

Finally, in terms of the micro drivers of innovation that are exhibited by em-
ployees in firms, they show some interesting cultural and individual traits. By 
working in a multi-national and multi-cultural country, employees from B&H 
show high levels of cultural intelligence (5,17) in comparison to the Adriatic Re-
gion average (4,54).
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