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1. Introduction  

The crucial issue in this project, the analysis of the innovation potential implies a specific focus on 
the interdependency between institutional frameworks in relation to agents capable of conducting 
innovation activities. This ability is primarily the result of the relationship between innovation 
inputs (research and development activities) and innovation outputs (innovation activities), which 
are in turn closely linked to impacts on firm performance.  

Improving innovation capacities i.e. the ability to conduct innovation activities of the firm depends 
on various factors; including the continuous supply of innovation resources and the accumulation 
of knowledge which can be highlighted as crucial. In that context, the existence of various types of 
informal innovation cooperation such as exchange of information as well as formal i.e. innovation 
co operations aiming at creation of new products/services are also vital.  

That is relevant for smaller economies and particularly local levels, where there is a stronger 
emphasis  on  local  competitiveness  i.e.  the  ability  of  the  geographical  area  in  promoting  socio-
economic activities  as  well  as  income generation.  In this  case,  this  is  Međimurje County (MC) and 
Koprivnica-Križevci County (KKC). Both of these counties belong to the former Northwest statistical 
region in Croatia, and are the concentration points for the majority of innovation capacities at the 
national  level  (EFZG,  2008;  EC,  2008).  MC  belongs  to  the  top  group  of  counties  in  terms  of  
development,  with  a  development  index  value  between  75%  and  100%  of  the  national  average,  
whereas  KKC  belongs  to  the  second  group  with  the  development  index  value  below  75%  of  the  
Croatian average (OG, 2010).   

The underlying aim of this project is to present a fresh look at innovation activities and policies on 
the  regional  level,  with  the  long  term  view  of  improving  the  efficiency  and  coordination  of  the  
business entities in the analysed sectors. The project places a strong emphasis on the analysis of 
two business sectors particularly economically relevant in the counties, namely metal processing 
sector and the ICT sector. This analysis effectively generates a more detailed insight into trans-
border cooperation between neighbouring areas, including Međimurje County and Koprivnica-
Križevci County (Croatia), Pannonia (southern part of Hungary), and the entire area of Slovenia. 

These sectors are emphasised due to the regional economy structure (with a significant impact of 
metal processing) as well as the regional policy intention to develop a high value added economy 
via ICT and metal processing development in both counties. 

Innovation performance analysis on both local and regional levels requires the use of the national 
system of innovation concept, i.e. the interactive model (Marinova, Phillimore, 2003). This model 
implies the identification of participants from the business, education and governmental sector as 
vital  elements  of  the  innovation  system.  Hence,  their  roles  are  a  prerequisite  for  successful  
achievement of the project goals.  

The analysis of the innovation potential encompasses the research of firms' social capital and the 
main characteristics of entrepreneurship in specific locations. Moreover, a special research focus is 
on  the  design  and  implementation  of  formal  and  informal  cooperation,  which  includes  various  
entities from the business sector and/or the public sector. The design of innovation programs 
includes the analysis of current innovation potential in the specified counties. It seems that the 
greatest  problem  regarding  innovation  policy  (on  the  regional  county  level  in  the  analysed  
countries (Croatia, Slovenia and Hungary)) are the dysfunctional institutional mechanisms that are 
not based on the tools  required for  efficient assessment of  innovation performance on firm level  
and innovation policy programs and instruments. This requires a specific approach in the project, 
most importantly a detailed analysis of the firms’ innovative performance as well the innovation 
potential interviews within the business sectors. In that context, a proactive approach may 
facilitate better understanding of the demands originating from the business sector and the local 
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structure responsible for the design and implementation of innovation policy programs. Thus, we 
may  assume  that  in  the  short  run,  improvements  in  the  analysed  counties  can  be  achieved  via  
advances of the firms’ performance, especially in terms of SME and innovation institutional 
framework functioning.  

The  report  is  structured  as  follows:  Next  chapter  explains  the  conceptual  framework  of  the  
research. Here, understanding the innovative potential and the regional innovation system in the 
context of developing countries is crucial. The third chapter provides information about regional 
innovation system within the analysed counties, followed by the results of empirical research. The 
empirical research consists of two parts; the first part presents the results of innovation 
performance analysis, and the second part consists of the assessment of innovative potential. 
Concluding remarks and recommendations are presented at the end of the report.  

 

 

2. Conceptual Framework of the Research 

 

Functioning of  the innovation system on the regional  (subnational)  level  has increased in the last  
twenty years, and there is much literature in which regions have been researched as coordinators 
of socio-economic activities within national economies (e.g. Boschma, 2009). Within the EU, the 
case  of  Lahti  region  (i.e.  Finland  urban  region  that  has  been  trying  to  become  an  innovative  
geographical unit without strong research and university base, Aula, Harmaakorpi, 2008) opened a 
space for more intensive analysis of the regions with the non-intensive knowledge characteristics. 
These  regions  are  far  behind  the  technologically  frontier  regions  and  in  case  of  the  policy  action  
the first step should be identification of potential innovators within the business sector (Knell, 
2012).  

Moreover, among the developing countries (that are not a homogenous group of countries)1 there 
are differences within the regions2.  It  seems  that  the  functioning  of  innovation  system  on  the  
regional level, within the developing countries such as Croatia depends on the effective interaction 
among the participators from business and government sectors where the primary objective 
should  be  the  agglomeration  of  resources  on  the  business  level  with  the  aim  of  regional  
development.  Therefore,  the  efficiency  of  systemic  perspective  depends  on  the  capability  to  use  
appropriate mechanisms with the aim of eliminating systemic shortcomings; otherwise interactive 
actions make no sense (cf. Podunavac, Keane, Chris, 2010). That is a crucial argument why the 
recognition  of  a  variety  of  knowledge  created  within  the  public  and  the  business  sector  is  
important and may present a foundation for economic growth (Saviotti, 1996).  

However, there are differences among the types of knowledge created within the business and 
governmental  sector.  Short-term  knowledge  is  of  a  more  pragmatic  type,  based  on  a  short-term  

                                                             
 

1 East  Asian  countries  considerably  differ  from  Latin  American  and  Central  and  Eastern  European  (CEE)  
countries  in  terms of  economic performance (Padoan,  2010).  China belongs to countries  that  make up the 
bulk  of  the  world's  surplus,  whereas  Latin  America  countries  and  CEE  countries  belong  to  the  deficit  
countries. 
2For example, Southern Chinese regions (e.g. Guandong) differ from other inland Chinese regions (e.g. 
Qinghai) in terms of functionalizing regional policy. In that context, regional developments of the inland 
regions are more dependent on the capability of policy makers on the national level to develop regional 
capacity, primarily via stimulating investments (cf.  Groenewold et al, 2008). 



4 
 
 

learning process where there is a tight connection between the learning process itself and 
activities in the firms. But, within institutions there is long-term knowledge parallel with short-term 
knowledge.  The  focus  is  on  the  understanding  of  the  context  where  problems  appear  and  
solutions  of  the  problems  could  be  varied.  As  a  result,  tacit  knowledge,  variety  of  skills  and  the  
culture of cooperation present a foundation for permanent informal and formal cooperation 
among the participants across sectors and may improve socio-economic performance on regional 
level.  

Within  the  following  chapter  innovation  potential  as  key  concept  needs  to  be  analysed  in  the  
context of local competitiveness (2.1), along with the analysis of the possibility of development of 
Regional  innovation system within developing countries  (2.2).  In  the last  part  of  the chapter  (2.3),  
the  particularity  of  the  Regional  innovation  system  in  terms  of  trans-border  cooperation  will  be  
explained.  

 

2.1. Innovative Potential as the Means of Promoting Local Competitiveness 

 

Feinberg,  (2007)  states  that  the  main  focus  of  location  theory  is  to  find  out  who  produces  which  
goods  and/or  services,  in  which  location  and  why.  The  main  focus  is  on  firms  and  supporting  
institutions which are responsible for the specialization of the analysed geographical areas. 
Regarding innovation policy framework development, this approach has to be combined with the 
spatial economy approach where the main objective is the identification of carriers of regional 
development of each area. The spatial economy approach requires infrastructural connectivity. On 
the other hand, the location theory states that the interdependence among the actors is a result of 
technological  infrastructure  located  within  the  area.  As  a  result  of  the  concept  of  local  
competitiveness, geographical area appears as a facilitator of a heterogeneous group of socio-
economic activities frequently connected with knowledge generation and knowledge 
implementation within socio-economic framework where innovation is an indispensable factor 
which secures the competitiveness regardless the level of analysis. Its research framework includes 
the  analysis  of  institutions  and  firms  that  operate  on  a  specific  location.  That  is  in  line  with  the  
innovative  model  approach  where  the  efficiency  of  non-linear  models  is  a  result  of  interactions  
among various types of actors within the business and public sector. 

Currently, researching innovative capacity on the macro level requires the understanding of the 
innovation cooperation concept3.  That  is  an  engagement  of  the  two  or  more  entities  with  the  
objective of developing products and/or process and/or services. Related to this, the business 
entities, specialised agencies, universities, as well as governmental institutions may appear as 
participants. At the same time, these participators are basic elements of the innovations 
environment analysis. As a result, today innovations are considered as a social phenomenon, not 
individual achievements. Innovation cooperation is important primarily because of the expected 
results of more complex innovative products and processes which implicitly generate higher value 
added. Higher complexity of innovation process and inclusion of the various participators implies 
existence of the appropriate social capital as innovation facilitators, where innovation cooperation 
appears as indispensable mechanism for social capital existence within specific location (c.f. 
Nahapiet, Goshal, 1988) or region. Since innovation activities are, by virtue, risky and financially 
exhausting, this approach requires additional public investments, for example in science and 
technology infrastructure which facilitate further deepening of innovation cooperation in the 
                                                             
 

3Innovation is considered to be most often a result of co-operation within socio economic framework e.g. 
Kline, Rosenberg (1986), Dosi (1988).  
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analysed area. More intensive engagement of activities related to knowledge within socio-
economic framework requires the existence of mutual exchange between institutions and 
organisations within the defined system on national as well as regional level. The main objective of 
this interplay is to enhance the opportunity for knowledge generation and knowledge diffusion, 
implying  a  more  intensive  use  of  activities  relating  to  knowledge  and  technology  such  as  R&D  
activities and inventive and innovation activities. 

Moreover,  a  systemic  approach  to  the  concept  of  the  National  System  of  Innovation  (NSI)  means  
stronger emphasis on analysis of formal and informal cooperation between institutions and/or 
organizations which create and diffuse innovation activities in national economies4. National 
System of Innovation (NSI), in the narrow sense, is defined as organisations and institutions 
involved in searching and exploring (Nelson and Rosenberg, 1993), and in broader sense (Freeman, 
1995) as a framework, including all aspects of economic structure and institutional setup affecting 
learning  as  well  as  searching  and  exploring  -  the  productions  system,  marketing  system  and  
financial system (Lundvall, 2010: 13). These elements present themselves as a sub-system in which 
learning  takes  place.  However,  in  the  case  of  a  developing  country  such  as  Croatia,  Innovation  
System definitely presents a catch-up mechanism where empirical evidence could be found 
primarily in large countries e.g. South Africa (Kaplan, 2010). Similarly, Liu (2010), researched the rise 
of  innovative  capacities  within  China  and  showed  the  importance  of  factors  such  as  market  size,  
market oriented innovation and participation within global alliances. Thus, this approach is more 
appropriate for large developing countries than smaller economies within South East Europe, such 
as Croatia.  

As a result, elements such as absorptive capacities5, technological capabilities6 and appropriate 
learning mechanisms7 are prerequisites for the activity of business entities regardless of the 
operating location (developing and/or developed countries). Therefore, the increased importance 
of  technology  transfer  institutions  on  the  global  level  has  been  the  result  of  growing  of  
opportunities for knowledge and technology transfers in national economies. Related to this, the 
number of technology transfer agencies, consultants, skills-development organisations has been 
growing in the last thirty years and at the same time creating an additional category of knowledge-
related institutions within national system of innovations responsible for technology transfer of 
available knowledge and its adaption on the micro level. 

However, the understanding of the innovation process on the policy level is impossible without the 
learning  process.  Within  innovation  policy  on  the  macro  level,  two  types  of  learning  processes  
could be found. Contextual, which characterises organisations (firms) and institutions, and non-
contextual  which  appears  within  the  educational  institutions.  The  former  type  of  learning  (single  

                                                             
 

4It seems that only difference between mentioning National innovation system (NIS) and National System of 
Innovation (NSI) is stronger emphasis on analysis in case of former definition. In other details these concepts 
have equal meaning.   
5Absorptive capacities could be understood as a set of organizational routines and processes by which firms 
acquire, assimilate, transform, and exploit knowledge to produce a dynamic organizational capability 
proficient in conducting innovative activities aimed at gaining and sustaining competitive advantage (cf. 
Cohen, Levinthan, 198). 
6Richardson (1972) defined technological capabilities as appropriate knowledge, experience and skills 
needed by firms and organizations to introduce new products and forms of organizations. 
7Learning by doing and learning by using are two most important learning concepts for business entities. 
Arrow (1962) defined learning by doing as a form of learning which takes place when the product appears in 
manufacturing  stages  and  consists  of  developing  skills  in  the  production,  whereas  Rosenberg  (1982:  122)  
explained learning by using as  a  type  process,  result  of  the  use  of  products,  where  many  significant  
characteristics of such products are revealed after intensive or, more significantly prolonged use. 
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loop learning) is characterised by a clear link between behaviour and the result of actions, whereas 
the  latter  type  of  learning  process  (double  loop  of  learning)  is  characterised  by  the  emphasis  on  
communication between the actors. This approach is focused on the explanation of the context 
within which the problem analysis and results could be different (Milter, Perotti Segers, 2004). 
Successful  implementation  of  innovation  policies  of  the  double  loop  learning  requires  the  
existence  of  mutual  understanding  of  various  stakeholders  engaged  in  innovation  policy  arena  
where mechanisms of innovation policy learning among institutions should exist. In that context, 
the prime focus should be on the mobility of people within the policy system, and between society 
and policy. Knell,  Koch (2012) argue that there are four various modes of policy learning and that 
these are (i) Explicit conceptual delivery and acquisition (interaction between policy-makers 
external researches providing new analytical perspectives); (ii) Learning networks (include various 
forms  of  formal  and  informal  networks  among  various  types  of  stakeholders);  (iii)  Benchmarking  
and other indicator-based approaches; (iv) Continuous improvement using various learning 
processes i.e. learning by doing (Arrow, 1962) and learning by using (Rosenberg, 1982) within the 
organizations as well as institutions. 

Considering capitalism as a social system which bases its functioning on dynamic categories, 
analysis of the innovation potential presents an analytical tool for the estimation of innovation 
performance in the near future. The innovation potential as a methodological approach requires 
the understanding of formal and informal networking (cooperation) which create social capital and 
bring an estimation of innovation capacity8 i.e. ability to conduct innovation activities among 
organisation and/or institutions9. These variables secure sustainability of the innovation process 
regardless  the  level  of  analysis  (micro  and/or  macro)  within  the  national  and/or  regional  (local)  
system  of  innovation.  Finally,  the  abovementioned  concepts  require  an  active  engagement  of  
participants from the business sector as well as its institutional framework (e.g. various types of 
specialized institutions) geared towards achieving a more intensive use of technology and 
knowledge in order to increase competitiveness of the analysed economies. 

 

2.2. Growing Opportunities for Regional Innovation System within Developing Countries 

 

In  economic  development,  the  concept  of  region  has  been  recognized  as  an  essential  entity  
responsible  for  the  economic  coordination  of  various  initiatives  where  planning  and  
implementation of innovation policy has an important role. Conceptually, the notion of regions is 
closely connected with the one of regionalism i.e. economic activities dependent on resources that 
are specific to individual places (Storper, 1997). Therefore, the regional innovation system could be 
defined as the interaction between regional institutions and organizations aiming for knowledge 
generation (invention) and knowledge diffusion (innovation) within the specific region (cf. Lundvall 
2002). Doloreux, Parto (2005: 135) quoting Asheim, Gertler (2004), stated that the concept of 
regional innovation systems has emerged at a time of a policy focus on the systemic promotion of 
localized learning processes to ensure the competitive advantage of regions. Moreover, it is noted 
that  the  level  of  innovation  is  specific  to  a  particular  area.  In  addition,  innovation  and  learning  
processes have become closely associated with the regional context where they occur, but remain 

                                                             
 

8Capacity as a concept focuses on the volume of activities that could potentially appear as result of the rms΄ 
activities, Kammann (1993: 73). 
9Methodological framework which describes innovative potential should include innovation performance 
analysis, the variables that describe formal and informal type of cooperation, rms΄ output variables values as 
well as questions about the owners΄ ambitions in the near future. 
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to an extent dependent on social  capital  which is  generated from the interaction between public  
institutions and enterprises.  

In comparison to the national innovation systems, the learning processes within the regional 
innovation system differ, as regions introduce an additional context, which primarily stimulates 
innovative activities via various mechanisms. These mechanisms include, for example, technology 
transfers, so regional differences could become a constraining factor to foreign direct investments. 
Therefore in terms of regional innovation processes the pattern in which regionalisation influences 
the national territory is crucial. Cooke, Uranga, and Etxebarria (1997: 480) quoting Hadjimichalis 
(1986) describe this process as a delimitation of a supra-local territory by a superordinate politico-
administrative body such as state, where new regions appear without pre-existing cultural history, 
a process often characterised by a divide and rule strategy.  

Additionally, the increasing importance of regions could evolve whilst closely connected with the 
trajectory of the national innovation systems. Here the crucial factors are the type of capitalism and 
the  development  of  the  innovation  policy  framework.  In  terms  of  capitalism  type,  Amable  (2003:  
104-106)  defines  the  South  European  variant  of  capitalism  as  characterised  by  the  low  level  of  
quality-based competition, little non-price coordination, as well as strong emphasis on the 
importance of small firms. This relates to the characteristics of the innovation process in these 
countries, namely low R&D demand, weak business R&D investments, low level of inventive 
activities,  brain  drain  and  a  limited  ICT  use  (cf.  UNESCO,  2010:  183-188).  The  dominance  of  small  
businesses, parallel with low innovative capacity implies a small investment capacity, which in turn 
is closely linked to individual ownership in these enterprises.  

According to Ferenčić, Kraljeta, (1987: 122), the ownership type determines the degree of 
internationalisation of business entities. In the case of share ownership there is plenty of 
opportunity to participate in global markets and more opportunities to implement new 
technologies. Therefore low inclination towards international markets is considered as a potential 
constraint. This implies that the regional innovation system could be inapplicable as a framework 
for development. However, the presence of the regional innovation system may improve 
institutional framework efficiency, as it serves as an addition to the national policy mechanisms. In 
order to achieve this, additional business entities are required, as well as the institutions relevant 
for knowledge creation and knowledge diffusion and the mechanisms to support various types of 
learning (short term and long term) - which appear during formal and informal cooperation among 
the participants of  the regional  innovation system. In that  context,  Cooke,  Uranga,  and Etxebarria  
(1997) analyse the systemic innovation at regional level as a function of the importance of financial 
capacity, institutionalised learning and productive culture.  

In literature, two different research and analysis approaches to regional innovation systems have 
emerged  over  the  past  twenty  years.  One  analytical  approach  is  largely  similar  to  the  former  
comparative research into various regions10, whereas later studies of individual regional innovation 

                                                             
 

10The comparative regional innovation system as a concept has the following approaches (i) Theoretical 
exploration of the key organization and institutional dimensions (Cooke et al 2000); (ii) Qualitative and 
quantitative assessment of determinants for innovation potential of regions which include research about 
linkages and networks between various participators (Sternberg, 2000); (iii) Researching the existence of 
similarities and differences among the regional SMEs clusters within across Europe (e.g. Kaufmann, Tödtling 
2002);  (iv)  Explore  the  presence  of  significant  concentrations  of  firms  in  the  local  economy  (Asheim  et  al.  
2003); (v) Identify the presence of significant concentration of firms in the local economy and understand the 
transition of these firms towards knowledge-intensive forms of productions (e.g. Wolfe, 2003) (vi) Analysis of 
relevance of regional clusters in innovation policy (OECD, 2001).  
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systems assess the compatibility and correspondence to the regional innovation system (Doloreux, 
Parto 2004: 13).   

The  regional  innovative  milieu  as  a  concept  has  become  increasingly  relevant  due  to  the  
strengthening  of  regional  innovation  system  research  (Braczyk,  Cooke,  Heidenreich,  1998).  This  
concept places an emphasis on informal social networking in limited geographical areas although 
it implies the existence of specific internal representation which enhances innovative capability 
through collective learning (Camagni, 1991). Focusing on regional resources to build regional 
competencies means that innovation cooperation has to be the basis of the firms' activity, but the 
engagement of various types of actors is required within the region. Consequently, regional 
competitiveness needs to secure resource agglomeration, with total revenues and number of 
employees serving as a measure for firm’s growth (see McMahon et al., 1993).  

Since both of these concepts require the ability to increase the use of intangible assets, the policy 
implication is clearly to stimulate activities relating to knowledge creation. Another important 
implication is that of the increase in the amount of information, which requires an appropriate use 
of public mechanisms. These methodological approaches are necessary to gather data about the 
technological  needs  in  order  to  achieve  a  more  efficient  investment  into  the  scientific  and  
technological infrastructure required for strengthening of the innovation capacity. This implies 
policy mechanisms related to knowledge and technology planning, implementation and their 
evaluation. These mechanisms can be top-down or bottom-up. 

Cooke, Leydensdorff, (2006: 10) defined the concept of constructed competitive advantage of 
region  as  one  based  on  the  necessities  of  coordinated  policy  measures  and  which  is  engaging  
various stakeholders. Aula, Harmaakorpi (2008: 527) provide examples of measures within each 
constructed competitive advantage category:  

· Economy (regionalisation of economic development, integration of knowledge, strong local 
and global business networks);  

· Governance (strong policy support for innovators, vision led policy leadership);   
· Knowledge infrastructure, (universities, public sector research, mediating agencies),  
· Community and Culture (cosmopolitanism, creative cultural environments, social 

tolerance). 

In terms of the regional innovation system in the developing countries (such as Croatia) there are 
several determinants which need to be examined in order to analyse the innovation systems. As 
the  region  evolves  along  different  trajectories  through  a  combination  of  political,  cultural  and  
economic forces (Cooke et al, 2000: 480), the development of regional innovation systems is closely 
linked to the national innovation system within an analysed economy. In cases when activity 
planning and implementation precedes the analysis of compatibility with the socio-economic 
framework,  policy analysts  often focus on the functions of  governmental  bodies instead of  policy 
efficiency analysis (cf. Petak, Petek, 2009). A specific characteristic of the business sector within the 
analysed counties is a dominance of individual ownership – limited liability companies and crafts 
are dominant types of ownership, which implies a large focus on the domestic market and 
international markets of neighbouring countries due to low investment capacity, closely linked to 
the use of generally well-known technologies.  

Therefore, the function of the innovation policy on the regional level in developing countries needs 
to be analysed in the context of the institutional framework analysis on the national level. Despite 
the fact that in developing countries policy analysis focused on the analysis for policy (Petak, Petek, 
2009), the existence of various forms of international (global) alliances within business sector 
requires an understanding of innovation performance characteristics in a broader supranational 
context.  This  relates primarily  to the low levels  of  institutional  policy learning between the public  
and the business sector, where the preferred practices are mobility programmes between sectors. 
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The  sustainability  of  the  regional  innovation  system  depends  on  the  overall  emergence  of  the  
process  of  innovation  activities  in  the  analysed  location.  However,  it  also  depends  on  the  
implementation of the policy instruments within the business sector. Finally, the acceptance of the 
regional innovation system as a communication model for stakeholders is important for success of 
the sustainability concept.  

 

 

2.3. Regional Innovation System within Border Areas 

 

There are two main determinants influencing the change in perspective and performance of the 
regional innovation system on the supranational level. First, economic globalisation refers to the 
shift of the world economy towards an increasingly supranational functional integration 
coordinated by transnational corporations (TNCs) (e.g. Dicken et al, 1997). Second, regionalisation 
is a  result  of  competitive  regional  behaviour  visible  on  the  global  level  through  particular  
characteristics - for example the Sillicon Valey has been recognised as a high-tech area.  

Both supranational processes may be considered as mutually supportive. As global trends, these 
need to be understood in the context of regional innovation system analysis. For example, over the 
past fifteen years, the EU and its policy towards Croatia is the main external influencing factor 
facilitating various types of international (regional) cooperation in Croatia, both on the national 
and regional levels, and primarily in the Western Balkan (WB) region. In our case, an open 
interaction between the EU and WB countries  required diminishing the role of  borders  and limits  
imposed by national economies (cf. Ratti, Reichman, 1993: 59). It is important to note that this 
approach follows the proactivity of the EU policy towards Croatia. In that context, the EU places a 
great deal of effort on promoting innovations as the capacity building activity to build innovation 
policy mechanisms. Moreover, the border characteristics have been changing between Croatia, 
Hungary and Slovenia, all countries involved in trans-border cooperation. Borders between 
Slovenia and Croatia emerged in 1991, whereas in the case of Hungary, Croatia has a long history of 
communication among the border regions, currently within the free trade regime.  

The current perspective, therefore, needs to be analysed in terms of the strengthening of the 
innovative capacities on the national level, with the appropriate mechanisms to secure knowledge 
generation and knowledge diffusion at the regional level. Here technology transfer mechanisms 
should be an indispensable element of the regional innovation system. These capacities have to 
play a facilitating role for formal and informal cooperation, thereby generating social capital in the 
region. An active approach to facilitate innovation performance is needed at the regional level, 
which requires the involvement of institutions and organizations able to overcome constraints. 
Innovation policy challenges should be recognized in that context. Therefore, Regional innovation 
systems  are  faced  with  the  challenge  of  appropriate  coordination  of  activity,  both  regional  and  
national. In addition, the appearance of trans-border activities complicates the institutional 
framework since various types of barriers appear. In that context, Giaoutzi, Suarez-Villa, Stratigea 
(1993: 114) define three types of border region barriers (a) isolated type11; b) interconnected type12; 

                                                             
 

11The isolated mode represents two contiguous but disconnected border region networks. The public 
communication such as radio and television are dominant communication modes in this category.  
12 The most frequent boundary type between countries is where barriers depend on similarity and 
complementarity of the policy structures between them. Exchanges in the field of technology and 
Cultural/Social exchange are a dominant type of communication within the boundary area. 
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and c) jointly controlled type13 wherein various types of borders facilitate institutional contacts and 
agreements with potential impact on categories such as infrastructural development and diffusion 
of  technology  along  the  border  region.  However,  barriers  exist  on  firms’  level.  Namely  there  is  a  
lack of relevant local actors, lack of regional cooperation and mutual trust, and regional industrial 
specialisation in outdated technology (Isaksen, 2001: 2010). Additionally, Ratti (1993: 245) quoting 
Courlet (1988) defines three spatial categories where various border effects could be shown. These 
are the category of market space14, the category of production space15 as well as the category of 
support space16. In the case of neighbouring regions, the innovative capacity oriented towards 
internationalisation of their business activities seems to be a crucial factor, which is able to 
overcome the barriers on various levels (the firm level and/or the national level).  

In that respect, trans-border innovation cooperation presents a fruitful strategy where connectivity 
on the firm level and/or public level, increases the opportunity to overcome the constraints on the 
level  of  the  region.  That  is  in  line  with  Blaas,  Nijkamp  (1993:  125)  analysis  of  border  areas  in  the  
context  of  dual  roles,  with  the  first  role  of  the  border  areas  being  barriers in a spatial network 
hampering free movement of persons, goods, and information and the second role filters, i.e. a role 
of contact (or coordination) point for spatial flows. Ratti, (1993: 244) quoting Hansen (1977) adds a 
third approach to open borders, with functional dominance of connections, between a number of 
political and institutional systems, where the implementation of the concept requires strategic 
behaviour.     

So the existence of the complementarities17 between socioeconomic structures among the border 
regions determines both the direction and the potential for strengthening of networking and 
innovation cooperation. In that context, there is a critical analysis of factors, common in the 
bordering areas, i.e. the actor connecting ‘matrix’. In this case, the following variables can be used:  

· structure of gross domestic product,  
· employment,  
· labour productivity, 
· research and development expenditures.  

Logic  implies  that  a  higher  level  of  exchange  of  any  kind  of  goods  and  services,  in  addition  to  
complementarities between structures, creates broader space for cooperation and networking. 
Over  the  past  thirty  years,  a  strong  emphasis  in  cross-border  cooperation  has  been  placed  on  IT  
technology  as  a  tool  for  enhancing  formal  and  informal  cooperation  between  actors.  This  is  of  
course closely linked with innovation activities, as the IT platform secures and enhances mutual 
connections between people.  

Towns as nodal points enable knowledge as a part of cooperation and networking. Consequently, 
as interactions could be enhanced by the exchange of knowledge intensive services, the distance 

                                                             
 

13The  gateway  function  of  boundary  node  would  be  strengthened,  since  its  functional  market  area  could  
operate within minimal fragmentation whenever trans-boundary tariffs and administrative barriers are low.  
14Companies maintain their different markets.  
15The spatial functional relations determined by the localization of the production, and especially by the 
organisation  of  production  according  to  the  modes  of  the  spatial  division  of  labour  and  that  of  flexible  
production.  
16It is related to pre-competitive relations (Porter, 1980) determined by the strategic behaviour a company 
maintains, either directly or indirectly, with its environment.  
17We define complementarities of the socioeconomic structures as the possibility to be included in the value 
added  chain  as  suppliers  and/or  costumer  within  the  business  sector  or  to  participate  in  any  kind  of  
networking which creates social capital within regions.  
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between cities presents a critical factor for facilitating cooperation. Closer links between towns are 
an opportunity for the development of regional strategies, enabling a more efficient use of 
resources in the area along the border.  

The overall analysis of the experiences from trans-border cooperation in Croatia shows that 
analysed projects increase the efficiency of the local capacity, introducing new elements into policy 
practices. But there is considerable space for improvement. These projects are mostly fragmented 
capacity-building programs, with low result visibility on the national level. Therefore, building 
appropriate innovation policy mechanisms on the regional (local) level in Croatia may increase 
opportunities for different participants from government and private sectors to participate in 
various regional initiatives, such as the Danube strategy18. 

 

3. Regional Innovation System within analysed counties 

 

In terms of gross value added (GVA) the total value of Međimurje County amounted to 5.6 billion of 
Croatian  Kuna  (€747mln.),  which  is  a  2%  share  of  total  GVA  in  Croatia  in  2007.  This  figure  is  0.5  
percentage points less than the share of Koprivnica-Križevci County in the same year, as a share of 
GVA in the total figure for Croatia. Both counties are leading in the share of manufacturing sectors 
within GVA in Croatia. The manufacturing sector in the Međimurje County represents 34.7% of the 
total, which is slightly higher than the Koprivnica-Križevci County (34.2%). Both counties are over 
13% above Croatian average, which amounted to 20.4% in 2007.  

However,  in  terms  of  the  regional  development  index  (the  main  criterion  for  this  index  is  the  
comparison between counties in Croatia) Koprivnica-Križevci County belongs to the group of 
modest performers, as its development level is below 75% of the Croatian average. Međimurje 
County  is  placed  in  the  second  group,  i.e.  moderate performers, with the regional development 
index between 75% and 100% of the Croatian average (OG, 2010).  

According to the Regional Competitiveness Index (RCI) based on the World Economic Forum 
methodology19, Međimurje County (MC) ranks fourth at the NUTS 3 level, i.e. out of the 21 counties 
in  Croatia.  Koprivnica-Križevci  County  (KKC)  ranks  twelfth  (NVK,  2010:  21).  The  position  of  both  
counties  decreased  compared  to  2007.  In  2007,  MC  was  the  second  county  in  the  RCI  index,  five  
places above KKC (seventh position). The main factors influencing the increasing gap in 
comparison to the leading counties in Croatia (e.g. Varaždin County and Primorsko-Goranska 
County) were identified, namely the mismatch between workforce supply (result of education 
process) and demand by the business sector as well as low levels of investments (tightly connected 
with low absorptive capacity within the business sector). 

On the sector level, the metal processing sector is more important in Međimurje County in 
comparison to Koprivnica-Križevci County. REDEA (2011: 23), citing the Croatian Employment 
Agency  (CEA),  argues  that  there  were  2887  persons  employed  in  the  metal  processing  sector  in  

                                                             
 

18Danube strategy is the macro-regional development strategy and an action plan for the regions and 
countries located in the catchment area of the Danube River (EC, 2010). 
19 Regional  competitiveness  index consists  of  three groups of  factors:  the first  group includes basic  factors:  
institutions, infrastructure, macroeconomic environment, health and primary education; the second group of 
factors determines the effectiveness of the first group: higher education, the efficiency of markets for goods 
and labour, the development of financial markets and technological readiness; the third group consists of 
business incubation and innovativeness (NVK, 2010: 15).  
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2009, 4.5 percent less compared to 2008 (3022). The number of employees within the metal 
processing sector  in KKC is  significantly  lower in comparison to MC.  According to the data of  the 
Financial Agency, 226 employees were employed in this business sector. Moreover, in KKC, the 
average number of unemployed persons was 7260 during 2011, whereas the average number of 
unemployed in Međimurje County was 6830. In both cases, this is a continuation of the negative 
trends  from  2009,  when  the  average  number  of  unemployed  persons  in  KCC  amounted  to  6243;  
during the same period, there were 5892 unemployed persons in Međimurje County. 

In addition, formal regional innovation policy does not exist, apart from the NUTS 3 level, where the 
main issues are regional economic development, traffic infrastructure, education, health services 
and other social and cultural institutions. This is explained by the fact that the research capacity is 
primarily concentrated in Northwest Croatia, NUTS 220 level, including Zagreb, Croatia's capital, and 
other counties in the vicinity of Zagreb21.  

Within the following chapter, regional innovation system in the analysed counties will be analysed 
in the context of innovation performance within Northwest statistical region (3.1), followed by the 
structure analysis of the Regional innovation system and its governance (3.2). In the last two parts 
of the chapter, the analysis of business entity population (3.3) as well as the SWOT analysis will be 
explained (3.4).  

 

 

3.1. Innovation performance within the Northwest statistical region 

The NUTS 2 level analysis in Croatia shows that the Continental (formerly the Northwest22) 
statistical region has the largest innovative capacity. The analysis was conducted prior to the new 
NUTS 2 regional separation, but nevertheless shows that in terms of Gross expenditure on research 
development, public and private entities in the NW statistical region invest over eight times more 
(2.1 billion Kuna, €280 million) than a similar population in Adriatic Croatia (250 million Kuna, €33 
million) in 2010. Differences among business entities are more pronounced when investments 
among other public institutions are compared; the business entities within the former Northwest 
statistical region invest more than ninety percent (90.2%) of total business expenditure on research 
development in Croatia. According to available data of the Croatian Bureau of the Statistics (CBS), 
the bulk of investment into research and development focused on the Northwest statistical region, 
and in the 2010 amounted to 86.7% of all investments, followed by the Adriatic Croatia (10.3%) and 
Central and East Croatia (3.0%). In terms of Human Expenditure on Research and Development, the 
differences among the statistical regions are smaller, i.e. investment into higher education 
amounted to 75.2% of total investments, followed by the Adriatic Croatia (19.2%) and Central and 
East  Croatia  (3.0%).  The number of  engaged researchers  increased by 4.8% during the 2008-2010 
period and amounted to 6596 in the year 2010. The number of researchers increased in Central and 
East  Croatia  (10.4%)  and  the  Adriatic  Croatia  (7.9%)  and  declined  in  Northwest  Croatia  (0.35%)  in  
the period 2008-2010. Moreover, Northwest Croatia (8.07%) and Central and East Croatia (57.8%) 

                                                             
 

20 NUTS 2 level in Croatia consists of the three non-administrative units including the existing counties 
forming  the  NUTS  3  level.  NUTS  2  level  included:  Northwest  Croatia  (Zagreb  region  including  Zagorje,  
Varaždin i Međimurje), Central and East Croatia (Slavonia) and Adriatic Croatia (Istria and Dalmatia).   
21Koprivnica-Križevci County, Krapina-Zagorje County, Međimurje County, Varaždin County and Zagreb 
County. 
22 Statistical region Northwest consists of City of Zagreb, Zagreb County, Koprivnica-Križevci County, Krapina-
Zagorje  County,  Međimurje  County and Varaždin County.  Under  the new administrative methodology,  this  
region now includes all the counties in Eastern Croatia. 
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are statistical regions where the number of researchers increased in the business sector as opposed 
to the decline in the Adriatic  Croatia  (18.1%).  The increase in numbers in Central  and East  Croatia  
could be explained by the low total number of researches within the statistical region. In terms of 
the investments distribution within the Northwest statistical region, the investments are the result 
of activities from public and private sectors concentrated in the City of Zagreb and Zagreb 
County23, i.e. only a smaller share of the total can be contributed to entities from Međimurje County 
and Koprivnica-Križevci County.   

Metal processing industry is the leading industrial sector in Međimurje County. According to the 
Financial  Agency,  there  were  153  metal  processing  business  entities  (33.5%  of  total  in  
manufacturing)  and  more  than  one  hundred  crafts  (101)  registered  in  the  same  sector.  Within  
Koprivnica-Križevci County, 33 business entities were registered in the metal processing sector in 
2011. Thus, metal processing as an industry has better foundation in Međimurje County. On the 
other hand, an important foreign investor, for example ITS-RB, is located in the Koprivnica-Križevci 
County.         

 

3.2. Structure of the Regional Innovation System and its governance 

 

There is no Regional innovation system24 on the NUTS 3 (county) level in Croatia. But activities and 
programs related to knowledge and technology have gradually become increasingly recognizable 
through the implementation of programs such as TEHCRO25 and the Proof of Concept (POC)26 
project by BICRO. In analysed counties, strategic planning and management of development 
projects  are controlled by specific  agencies (REDEA and PORA) founded by the authorities  within 
MC  and  KKC.  Business  infrastructure  and  other  organizations  such  as  the  Croatian  Chamber  of  
Economy  and  the  Croatian  Chamber  of  Trades  and  Crafts  are  oriented  towards  the  economic  
development without specific objectives relating to local economy such as technology and 
innovation.   

In  terms  of  innovation  activities  development  within  MC,  the  main  agent  is  REDEA  -  Regional  
Development Agency Međimurje, responsible for crucial policy areas such as economic 
development and human capacity development. In 2009, REDEA established the Technology 
Innovation Centre (TIC), Međimurje, confirming a stronger policy orientation within MC towards a 
technologically intensive economy. TIC has been established to meet four general objectives: 

                                                             
 

23 Researching tax incentives on research and development Aralica, Botrić, Švaljek (2011: 29) showed that 
among beneficiaries 83.2 percent of all business entities registered in the statistical region Northwest Croatia 
and 69.4 percent of all business entities included in the R&D tax incentive measure are concentrated within 
Zagreb and Zagreb County.  
24 Regional Innovation System is defined as the interaction between regional institutions and organizations 
aiming for knowledge generation (invention) and knowledge diffusion (innovation) (cf. Lundvall 2002).   
25 TEHCRO  is  the  main  policy  instrument  for  finance  and  maintenance  of  science  and  technology  parks,  
managed by BICRO (a leading agency responsible for the implementation of innovation policy measures and 
programs in Croatia). 
26 POC - Proof of Concept as a project checks innovative potential of pre-commercial activities of researchers 
and entrepreneurs on the path of development of new products, services and technological processes.  The 
aim of the program is to provide support in the early stages of innovation, in order to facilitate and further 
direct the development and reduce the risk of the investment at a later stage. 
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(1) To encourage technological development of the region through technological infrastructure 
development  and  the  creation  of  the  conditions  required  for  employment  and  advancement  of  
young professionals;  

(2)  To create the conditions for  the incubation of  knowledge-based companies and to encourage 
their establishment and activities within the TIC; 

(3)  To  create  the  conditions  for  the  provision  of  services  related  to  technology  transfer  and  
commercialization of innovations;  

(4) To strengthen regional and international partnerships with the aim to provide quality services 
and the transfer of best practices.  

Međimurje  University  of  Applied  Sciences  In  Čakovec  is  an  example  of  a  vital  educational  
institution within MC. Two professional study programs 27  within the Polytechnic, namely 
Computing  and  Management  in  Tourism  and  Sport;  create  the  opportunities  for  deeper  
cooperation  with  TIC  in  the  field  of  innovation  economy  (e.g.  company  incubation,  using  TIC  
infrastructure in education) and the implementation of the national and international projects (e.g. 
EU funds). 

Business infrastructure and other organizations such as HGK - Čakovec County Chamber of 
Commerce and the County Chamber of Crafts and Trade, Međimurje are oriented towards 
economic development without specific objectives relating to local economy development in the 
field of innovation economy.  

In addition, there is also Development Agency of the City of Čakovec - Chakra Ltd., established by 
the  town  of  Čakovec  in  2007.  The  main  objectives  of  this  Agency  are  the  preparation  of  
development strategies and local development plans, and investment enhancing activities 
(drawing  and  implementation  of  EU  funds),  technical  assistance  towards  small  and  medium  
enterprises as well as organizing seminars and workshops related to EU funds. The Innovators 
Association Međimurje INOMA includes more than one hundred members28 with large number of 
patents, design and trademarks.   

In comparison to the Međimurje County (MC), the innovation infrastructure in the Koprivnica-
Križevci County (KKC) is less developed. Similar to Međimurje County, within Koprivnica-Križevci 
County there is PORA agency (the Development Agency of Podravina and Prigorje) responsible for 
the promotion and implementation of development activities in KKC. Simple institutional 
settlement on the county level resulted in a large number of activities such as the following:  

(1) Advisory and consulting center for small businesses; 
(2) Duties of regional development; 
(3) International cooperation, the preparation of projects for national and EU funds; 
(4) Various types of education activities related to all of the above mentioned. 

The innovation infrastructure in the county includes Koprivnički poduzetnik Ltd29Križevci Business 
Center Ltd30 as well as Business Incubator Ltd in Gornja Rijeka31. Similar to MC county, institutional 

                                                             
 

27Sustainable Development program is currently under preparation by the Polytechnic.  
28 According to available information from its official web there are one hundred and five members. 
29Koprivnicki poduzetnik Ltd. is an organization for business support in the area of the City of Koprivnica. It 
provides  following  services:  (1)  Company  incubation,  (2)  Education  related  to  e-services  as  well  as  (3)  EU  
projects development and implementation.   
30 The main objective of the center is promotion of entrepreneurship. The center provides following services 
relating to entrepreneurship development: (1) Providing information, (2) Entrepreneurship education as well 
as (3) Organization of the Crafts and Business Fair each year in the County.  
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framework  includes  organizations  such  as  HGK  –  Koprivnica  križevci  County  Chamber  of  
Commerce and the County Chamber of Crafts and Trades, Koprivnica, with similar roles compared 
to Međimurje County. However, the Development Agency North –Koprivnica Office32 and Regional 
Energy Agency North33 are  institutions  which  are  not  found  in  MC  and  therefore  make  the  
difference in comparison. 

 
 

3.3. The Analysis of the Business Entity Population 

 

The analysed population includes 99 business entities from the metal processing sector as well as 
98 business entities from the information communication technology (ICT) sector. Among these 
sectors there are important differences. Regarding the geographical concentration of the business 
entities  within ICT sector,  almost four out of  five companies (78.5%) are from Međimurje County;  
whereas in case of the metal processing sector the companies are more dispersed, slightly more 
than sixty percent (61.6%) are concentrated within the Međimurje County. Measuring sector 
productivity with ratio total revenues divided by total number of employees, business entities 
within the ICT sector (472 thousand Kuna/employee, €62.9 thousand/employee) show better 
performance in comparison with the metal processing sector (371 thousand Kuna/employee, €49.4 
thousand/employee)   in  2011.   In  regard  to  export  activities,  the  business  entities  within  the  ICT  
sector (10.8 mln. Kuna, €1.44 mln.) are lagging behind the companies within the metal processing 
sector (925.5 mln. Kuna, €123.3 mln). Moreover, companies within the metal processing sector 
employed  4121  persons,  whereas  the  companies  within  the  ICT  sector  employed  375  persons  in  
the same year.  

Within  the  ICT  sector,  micro  enterprises  up  to  10  employees  are  dominant,  almost  eighty  five  
percent (84.6%). Similarly, micro enterprises are dominant within the metal processing sector, but 
with  a  significantly  smaller  proportion  (46.9%).  In  regard  to  the  type  of  company,  limited  liability  
company is a dominant type of organization within both sectors, 84.7% in case of the ICT, slightly 
different  to  the  share  of  the  limited  liability  company  in  the  metal  processing  sector  (86.8%).The  
companies organized as crafts comprise the second largest population of business entities within 
both sectors: 11.1% in the metal processing sector and13.2% within the ICT sector. The analysis 
shows  that  63.1%  of  the  firms  within  the  ICT  sector  are  from  the  computer programming, 
consultancy and related activities group, followed by the business entities within group 
Information service activities (10.5%)34. Among the metal process sector 37.4% of business entities 
are companies from manufacture of metal structures and parts of structures group. The second 
largest population are the companies from the group manufacture of other fabricated metal 
products (20.2%)  followed  by  division manufacture of machinery and equipment (11.1%)  and  
group treatment and coating of metals; machining (11.1%).  

                                                                                                                                                                                              
 

31 Unfortunately, the authors of the report did not find any reliable information about the business Incubator.  
32Development  Agency  North  (DAN)  is  a  limited  liability  company  of  four  founders:  Varaždin,  Bjelovar,  
Koprivnica and Virovitica. The main objectives of the DAN are: providing economic development on the local 
level, human development on the local level as well as implementing policy programs related to regional 
development and EU funds.  
33 It is established as a public, independent and non-profit institution which focuses mainly on economic 
activities related to energy sector at the local level.  
34 Data processing is dominant within this group of economic activity.  
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The  analysis  of  the  high  growth  companies  (the  group  of  high-growth  is  defined  through  the  
above average increase of their total revenues, while at least minimal employment growth is 
achieved in the observed period) showed35 that  out  of  the  population  of  99  firms,  twenty  nine  
belong to the high-growth group within the metal processing sector, whereas within the ICT sector 
only seven firms have above average performance in the period 2009-2011 (the population of  98 
business entities). Finally, in terms of establishing new business entities within the ICT sector, 
almost one out of five business entities (18.5%) has been found in the period 2009-2011, whereas 
penetration of new business entities into the metal processing sector has been lagging behind the 
penetration of new business entities within the ICT in the analysed period, i.e. 13.2% business 
entities in the population have been established within the counties.    

So  if  we  sum  up  empirical  findings  about  the  business  entity  population,  there  are  similarities  
among the analysed sectors in terms of company size as well as type of ownership. Micro 
enterprises  (up  to  10  employees)  are  dominant  in  both  sectors,  parallel  with  the  dominance  of  
liability limited company, i.e. individual type of ownership. On the other hand, metal processing 
companies are more export oriented, whereas the business entities within ICT sector show better 
performance in terms of labour productivity.  

 

3.4. SWOT Analysis of the Regional Innovation System  

 

In terms of the strengths of the Regional innovation system, the importance of manufacturing, 
shown by the high share of manufacturing in the economies of the two counties (the highest in 
Croatia), presents an important facilitating factor. There is an important strength associated with 
high  share  of  manufacturing,  notably  the  implication  of  the  higher  propensity  to  export  in  
comparison to the national average, and the counties where manufacturing is not as important to 
the local economy.  

It is important to note the establishment of the Technology Innovation Centre Međimurje36 as the 
agency specifically charged with the support for innovations and innovative projects in the county. 
What is more, the establishment of a relatively complex institutional framework which has been 
the result of the gradual development of the planning and implementing mechanisms has led to a 
creation, albeit at the early stages, of an important support structure to the SME sector. 

Moreover, there is an appropriate entrepreneurship culture connected with solid technological 
base  within  the  firms  in  both  analysed  counties,  especially  in  Međimurje  County.  In  large  extent,  
the entrepreneurship culture was initialized by individuals who returned from abroad37, brought 
the entrepreneurship skills and developed businesses. Finally in these companies there are 
technological transfers from the countries where the individuals return from. 

On the other hand, several weaknesses have been identified. Specifically, business sector 
investments into research and development remain at low levels in both counties. In terms of 
innovation potential development, the current innovation infrastructure enabling the transfer of 
technology to the SME sector remains insufficient, in addition to the insufficient financial resources 
directed towards the support for the SME innovation processes.  

                                                             
 

35 We use the same approach as  the one used in  Račić,  Aralica,  Redžepagić (2008)  with above average real  
growth (more than 15%) of the total revenues in 2011, in comparison to 2009. The enterprise growth rate is 
the average of that in the period of 2009-2011.  
36 Internet: http://ticm.hr/ 
37Germany and Austria are the main knowledge sources. 
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There is a lack of companies which could be identified as regional development promoters. That is 
related to scarce and insufficient cooperative economic subjects and tightly connected with low 
levels of average value-added and wages within business sectors in the analysed counties in 
comparison to the Croatian average. 

Moreover, there is a weak institutional learning mechanism, where the firms hardly find the 
appropriate employees who have completed regular education. That is tightly connected with 
inappropriate development of human resources within the analysed counties.  

Despite the noted issues, several opportunities for  the  Regional  innovation  system  have  been  
identified. Most importantly, EU accession, planned for July 2013, represents a clear opportunity to 
increase innovation based competitiveness as the economy faces the EU single market. 
Institutionally, the inclusion of the research potential into the European Research Area is one 
potential sphere where development of technological infrastructure within the regional innovation 
system should be a priority. 

Moreover, it should be noted that regional (cross-border) cooperation and exchange in particular 
represents  a  potential  avenue  of  regional  development,  not  only  in  terms  of  developing  the  
institutional capacities but the capacities of the private sector as well. In that context the 
institutional policy learning mechanisms could be used as an appropriate mechanism.  

Finally, the SWOT analysis outlines the threats to the future development of the system. Primarily, 
there is currently a low level of understanding for ex ante and ex post policy  monitoring  and  
improvements, which is hampering future regional level development. The research community in 
Međimurje County and Koprivnica-Križevci County is relatively small, and hence relatively 
insufficient to intensify the level of cooperation with the industrial sector.  

What is more, individualistic type of ownership within the business entities (limited liabilities 
companies are dominant) in the analysed counties requires innovative cooperation with the 
business partners responsible for knowledge intensive business operations (e.g. R&D activities and 
strategic  management)  as  well  as  selling  their  goods  and  services  on  the  global  level.  Thus  on  
average, the analysed business entities are oriented towards innovative products using well-known 
technology.   

Finally,  Croatia  enters  the  fifth  year  of  the  global  crisis,  with  decline  of  gross  value  added  in  the  
national economy, especially in the manufacturing. That is a severe constraining factor which limits 
a potential of the domestic market where the companies΄ products and services from the analysed 
counties should be sold.    
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4. Empirical Research Results 

 

As was already mentioned the focus of  our research is  on the analysis  of  the innovative potential  
within the Međimurje County and Koprivnica-Križevci County. Since the innovative potential is a 
dynamic  category  where  near  future  perspectives  regarding  the  innovation  activities  need  to  be  
estimated, two methodological steps for the field research were proposed. The first step is the 
innovation performance analysis (static approach), based on the Community innovation survey 
methodology. The second step is the innovation potential analysis (dynamic approach) based on 
the interviews within the business sectors. However, in terms of the successful implementation of 
the innovative potential research, the comprehensive desk analyses need to proceed before the 
empirical research. Thus, within the following chapter, methodology and data of the research 
project  will  be  analysed  in  part  4.1,  followed  by  the  Innovation  performance  analysis  (4.2).  In  the  
last part of the chapter the results of Innovation potential analysis will be provided (4.3). 

4.1. Methodology and Data 

 

The work within the project was divided into two groups of activities. The first group of activities 
related to desk research and the second group consisted of activities relating to field research. The 
first group included the following:  1) Identification of all the companies in the counties (MC, KKC) 
in the ICT and metal processing sectors, providing general company profiles (contact details, 
sector, products); 2) Identification of technical and educational institutions (with the data on 
available courses), R&D activities, Technical high schools and faculties in the analysed counties (MC, 
KKC and Varaždin County - VZC); 3) Identification of experts in the broader region -  MC,  KKC and 
VZC (fields of intellectual property rights (IPR), innovation management and technology-transfer 
support) providing short profiles on experts (area of expertise, portfolio of services); 4) Description 
of the innovation infrastructure(technology incubators, R&D institutes, business support 
institutions, professional associations for promotion of innovation in the region (MC, KKC and VZC). 
Information about the business entities was collected from Poslovna.hr 38  dataset including 
company name, residence, company type, key person, address, contact, main economic activity, 
the year of foundation, total revenues in 2011 and the number of employees in the same year, total 
revenues  in  2008  and  number  of  employees  in  the  same  year.  Moreover,  we  constructed  three  
additional variables aiming to analyse the growth profile within the analysed sectors in the period 
2008-2011 and these are ratio of  total  revenues in 2008 divided by total  number of  employees in 
2008; ratio of total revenues in 2011 divided by total number of employees in 2011 as well as the 
difference of the ratios of total revenues in 2011 divided by the total number of employees in 2011 
and  total  revenues  in  2008  divided  by  the  number  of  employees  in  2008.  In  addition,  data  was  
collected on export activity in 2010 and 2008 from the Croatian Exporters39 dataset. An effort had 
been made to include all business entities within analysed counties for which data was available. 
We found 98 business entities within the Information communication sector and 99 business 
enterprises within the metal processing sector in both analysed counties.  

                                                             
 

38 According to their web page Poslovna.hr is Croatia’s only portal that enables its users to cross-reference 
over 500,000 business records with over 1.4 million individuals that run them, giving their clients 
unparalleled access to the key business intelligence information necessary to manage their business risk. 
39 According to available data from its web page Croatian Exporters represents companies and organizations, 
primary aim of which is to promote and represent the export of Croatian products, goods and services. 
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Additional information on institutions and innovation infrastructure were provided by director Mr 
Ivan Plačko from Technology Innovation Centre Međimurje (TICM) as well as by Mrs. Tamara 
Kopričanec, project manager from Development Agency Podravina and Prigorje for the promotion 
and implementation of development activities in Koprivnica-Križevci County (PORA).  The  third  
group of  data,  the one on experts  in the fields of  intellectual  property rights,  copyright as  well  as  
innovation management was collected as a result of consultation with experts in these fields. This 
dataset tried to include the most relevant persons in the fields in Croatia. We found eleven experts 
on intellectual property right and copyright and three experts on innovation management.   

The  second  group  of  activities  was  based  on  the  results  of  desk  research.  This  group  of  activities  
was oriented towards the analysis of innovation performance and the innovation potential within 
the analysed sectors (ICT, metal processing sectors).  

The former phase included the innovation performance analysis, aiming to identify the main 
characteristics of innovation performance. The survey on the innovation performance was 
conducted from September 24 to October 12 using the Community Innovation Survey (CIS) 
methodology40. The main groups of variables within the questionnaire are sources of innovation, 
innovation input41, innovations activities (output)42 as well as innovation cooperation43. We sent the 
questionnaire to sixty-one enterprises from both analysed sectors from both counties included in 
the research. These selected business entities were detected in cooperation with key persons from 
analysed  counties  in  terms  of  innovation  policy.   We  received  twenty  responses,  so  the  response  
rate was 32.7 percent.  

The latter group of research activities was the one of innovation potential analysis. Information 
about the innovation potential was collected through interviews conducted on the population of 
32 business enterprises during the period from the end of September until mid-October. Four 
groups of questions were included in the research. These were: (1) questions about the culture of 
entrepreneurs and social capital within the counties; (2) sector condition questions; (3) types of 
cooperation  (formal  and  informal)  among  the  business  entities,  as  well  as  between  the  business  
entities and various institutions; (4) possibility of the cluster development or possibility of research 
infrastructure development44.  In  terms  of  the  fourth  group  of  questions,  there  were  differences  
depending on the analysed sectors.  Namely,  in  the ICT sector,  the focus was on the possibility  of  
development of the ICT cluster whereas in the metal processing sector, the focus was on the 
technology infrastructure development, i.e. the initiative named Metal Processing Development 
Center.     

 

 
                                                             
 

40The CIS dataset collects detailed information about business entities divided in eleven categories consisting 
of 138 variables. 
41 The main categories are Intramural R&D, Extramural R&D, Acquisition of Equipment Machinery and 
software, Acquisition of other external knowledge, Training, Market Introduction of innovations and other 
preparation - Procedures and technical preparations to implement new or significantly improved products 
and processes that are not already mentioned within the previous categories. 
42 In  this  category  the  main  variables  are  product innovation, service innovation, process innovation, 
organisational innovation and marketing innovation.  
43 The main categories are Innovation cooperation with suppliers of equipment, Innovation cooperation with 
clients or customers, Innovation cooperation with competitors, Innovation cooperation with consultants. 
Moreover each innovation cooperation categories variable was further divided according to the following 
geographical areas: National level, EU, EFTA, Candidate countries level; US and China and India.      
44 Detailed list of the questions can be found in Appendix 2. 
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4.2. Innovation performance analysis 

 

The  analysis  in  the  following  chapter  consists  of  two  parts.  The  former  chapter  included  the  
analysis of basic data about the business entities analysed in both sectors as well as in both 
counties. The findings within this one are based on Poslovna.hr dataset, and the latter part of the 
analysis describes innovation performance data on business entities. 

In  regard with the establishment of  the studied enterprises,  more than three out of  five business 
entities (62.8%) in the analysed sectors were founded in the period 1996-2011. Moreover, in 1990 
almost nine percent (8.2%) of the analysed business entities were founded, that is more than three 
percent points over the proportion of the business entities founded in 1995.    

 

Figure 1: Distribution of the Establishment of the Studied Enterprises, 2012 

 

 Source:  Authors΄ Calculation  based on Poslovna.hr Dataset 

 

Regarding the legal framework, limited liabilities organisation is a dominant type of 
ownership (85.8%) within the analysed firms.  This  type of  ownership is  over  seven times 
more frequent than Craft (12.2%) within the analysed business sectors in Međimurje 
County and Koprivnica-Križevci County. Thus, individual type of ownership is dominant in 
comparison to shareholders company (i.e. there are three shareholders companies in both 
sectors in the analysed counties).  

Figure  2:  Distribution  of  the  Analysed  Organizations  According  to  Their  Legal  Framework,  
2012 

  

Source:  Authors΄ Calculation based on Poslovna.hr Dataset 
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The analysis of the business entities shows that the micro enterprises up to 9 employees 
are the most frequent type of business entities within both counties (68.2%), followed by 
small enterprises – between 10 and 49 employees (21.2%) as well as medium enterprises – 
between  50  and  249  employees  (8.4%).  Distribution  of  firms  in  terms  of  the  number  of  
employees  could  be  explained  by  their  legal  framework,  dominance  of  the  micro  
enterprises parallel with large number of crafts (24) and limited liability organisations 
(169) in the analysed counties. 

Figure 3: Business Enterprises and the Number of Employees  

 

Source:  Authors΄ Calculation based on Poslovna.hr Dataset 

More than four out of five analysed business entities (85%) used Training for innovation activities45, 
during the period 2009-2011.  That is  ten percentage points  (75%) more than the use of  Research 
and development activities46 as  a  type  of  innovation  activities  within  the  analysed  firms.  The  
Acquisition of the machinery, equipment and software (70%) is the third frequently employed type 
of innovation activities within the firms in the analysed counties.  

 

                                                             
 

45 Oslo Manual (OECD, 2005: 66) defines Training for innovation activities as training of employees inside or 
outside enterprise focused on the development and/or introduction of new or significantly improved 
products and processes.  
46 Oslo Manual (OECD, 2005: 65) defines Research and development activities as a creative work undertaken 
within an enterprise  to  increase the stock of  knowledge and its  use to devise new and improved products  
and processes (including software development).  
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Table 1: Innovation Activities and Their Frequencies Within The Business Entities  

 
Source:  Innovation Activities Survey  

Innovative capacity as a topic is tightly connected with the process of adoption and diffusion of 
environmental innovations within business entities. Rennings (2000) argues that ISO 14001 could 
be considered an organisational environmental innovation where the environmental innovations 
consist of new or modified processes, techniques, practices, systems and products to prevent or 
reduce  environmental  damage.   Within  the  analysed  counties  more  than  one  out  of  three  firms  
(35%) had accepted the ISO 14001 by the end of 2011. Since the majority of firms accepted the ISO 
14001  between  2009  and  2011  (57.1%),  there  is  a  growing  awareness  among  the  analysed  firms  
about the importance of ISO 14001 in the analysed counties.   

 

Figure 4: The Business Entities and ISO 14001 

 

Source:  Innovation Activities Survey  
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When  it  comes  to  state  aid  in  the  field  of  the  innovation  activities  and  research  development  
activities, where the state aid includes tax incentives47 in the field research and development 
and/or grants to the firms, there is almost twenty percent (18%) of beneficiaries within the business 
sectors in the period 2009-2011. Unfortunately, the analysed business entities did not receive any 
other type of aid in the field innovation activities and/or research and development activities, 
where categories are local authority and EU.  

 

Figure 5 – The Analysed Companies and the State Aid  

 

Source:  Innovation Activities Survey  

 

When it comes to participating on various markets, the analysed firms most frequently sold their 
goods and services on the Regional (local) market, i.e. more than four out five analysed companies 
sold their goods and services on the local market (85%). That was five percentage points more than 
the  proportion  of  the  analysed  companies  which  sold  their  goods  and  services  on  the  National 
market (80%). There is a strong inclination towards the participation on the international markets, 
i.e.  three  out  of  four  analysed  firms  (75%)  participate  in  the  EU and/or EFTA and/or Candidate 
countries' markets.  

                                                             
 

47In Croatia, the tax incentives consisted in a right to deduct the expenditures for R&D in double amount and 
the acquisition of non-material assets in full amount from the profit tax base (Aralica, Botrić, Švaljek, 2011: 6).  
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Table 2: Analysed Companies and Various Types of Markets 

 
Source:  Innovation Activities Survey  

 

Regarding  product  innovations,  almost  four  out  of  five  analysed  companies  (75%)  introduced  a  
product innovation during the period 2009-2011. The Innovation product is more frequent when 
comparing Innovation services (55%) within the analysed firms.   When it  comes to the novelty of  
innovation products,  one out of  four of  the innovations were radical48 innovation products (25%), 
which is more than two times less frequent compared to incremental49 innovation products (60%) 
within the analysed firms.  

  Table 3: The Analysed Companies  and Product Innovations  

   
Source:  Innovation Activities Survey  

In majority, the product innovations resulted from individual rms΄ development activities (71.4%), 
over four times more frequent than the co-operations (21.4%) in the field innovation products 
development activities.  The skill transfer regarding product innovation development is rare among 
the analysed companies; only 7.1% of the business entities used other enterprises and/or 
institutions with the aim to facilitate the product innovation and/or services during the period 
2009-2011. When it comes to the analysis of the share of firm’s product innovation revenues in the 

                                                             
 

48 These innovations are new to market. 
49 These innovations are only new to firm not to market.  
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total revenues, (divided into two categories - new to market and new to firm), among the analysed 
firms, product innovation revenues (49.1%) achieved almost one out of two the firm’s total 
revenues during the period 2009-2011.    

Regarding the innovation process, New or significantly improved method of manufacturing or 
producing goods or services (70%) was the most frequent type of innovation process, followed by 
New or significantly improved logistics, delivery or distribution methods for inputs, goods or 
services (45%) as well as New or significantly improved supporting activities for processes (20%).   

Table 4: The Analysed Companies and Process Innovations 

 
Source:  Innovation Activities Survey  

Similarly  to  the  development  of  product  innovation,  almost  three  out  five  (57.1%)  innovation  
processes  were  developed  by  own  companies.  But  the  cooperation  is  more  frequent  when  it  
comes to innovation process development (35.1%) compared to the innovation product 
development  (21.4%).  But,  the  skill  transfer  in  terms  of  process  innovation  development  (35.7%),  
(scenario where other firms develop innovation process) for the firms is more frequent compared 
to the product innovation skill transfer (7.14%).  

When it comes to organisational innovations, New methods of business function and decision 
making are the most frequent organisational innovation (45%) during the period 2009-2011. That is 
three times more frequent than organisational innovation related to New methods of organisation 
of relations with other enterprises or public institutions (15%).  In  the  same  period  New business 
practice in organisational procedure has appeared rarely (5%).  
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  Table 5: The Analysed Companies  and Organisational Innovations 

  
Source:  Innovation Activities Survey  

 

Regarding the achievement of objectives for the organisational innovations which the companies 
introduced during the period 2009-2011, the companies assessed the increase of the Market share 
(2.57) slightly more important compared to the Introduction of products in new geographical areas 
(2.63) as well as Product placement to new groups of consumers (2.73)50. 

The analysis shows that more than three out of five business entities introduced New methods of 
product promotion (65%) during the period 2009-2011.   That  is  ten percentage points  more than 
the  share  of  the  firms  that  introduced   New  methods  of  product  pricing  (55%).  New method of 
product distribution (35%) and Significant change of design or packaging - good services (40%) 
appear in lower frequency compared to New methods of products as  well  as  the  Introduction of 
new methods of the pricing products (Table  5).   That  is  related  to  the  type  of  the  firms’  
performance within the analysed sectors. In large extent, the companies are oriented on the well-
known buyers in the majority of business sectors.  

 

                                                             
 

50 The achievement of each factor is assessed by the following categories High = 1, Medium= 2, Small= 3, Not 
Relevant = 4.   
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Table 6: The Analysed Companies and Marketing Innovations 

 
Source:  Innovation Activities Survey  

Innovation source presents a two-way connection between participators included in the 
innovation process, such as innovation cooperation51. On average, the analysed companies rely on 
internal (1.6) innovation sources, followed by market sources52 (2.1) as well as other sources53 (2.4). 
The majority of the firms estimate the importance of internal sources between high and medium.  
It seems that formal and informal communications need to be improved between the business 
sector and institutions. Institutional sources54 (2.9)  are  lagging  behind  the  already  mentioned  
innovation sources.  

 

Table 7: The Analysed Companies  and Relevance of the Innovation Sources55  

 
Source:  Innovation Activities Survey  

                                                             
 

51 Innovation cooperation is an active cooperation with other enterprises or non-commercial institutions on 
innovation activities. 
52 Market sources as a category consist of the following subcategories: suppliers of equipment, materials, 
components and software; clients or customers; competitors or other enterprises in your sector and 
consultants, commercial labs, or private R&D institutes.  
53 Other sources as a category consist of the following subcategories: conferences, trade fairs, exhibitions; 
scientific journal and trade/technical publications and professional and industry associations. 
54 It consists of the following categories: universities or other higher education institutions and government 
or public research institutes.  
55 The influence of each factor is assessed by following categories High = 1,Medium= 2,Small= 3, Not used= 4.   
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Regarding the innovation cooperation more than two out of five companies (41.2) cooperated on 
innovation activities with other firms and/or institutions. In the analysed counties, there isa 
dominant innovation cooperation with international partners. There were 35 percent of the 
business entities who were engaged in the innovation cooperation with their clients56. That is ten 
percentage points more than the innovation cooperation with suppliers (25%) as well as fifteen 
percentage points more than the innovation cooperation with competitors (20%) during the 
period 2009-2011.  

When it comes to the innovation effects analysis,  the Increase of  products  and services quality is 
the most important effect (1.3) resulting from the analysed firms’ innovation product and/or 
services, followed by the Increase of range of goods or services (1.6)  as  well  as  Entering of new 
markets (1.7). Similar to previous interpretation (Table 6), in terms of the factor Increase of quality 
of products and services, on average the majority of the firms estimate that the  quality increase is 
ranked between high (1) and medium (2).   

 

Table 8: The Analysed Companies and Innovation Effects57 

 
Source:  Innovation Activities Survey  

 

                                                             
 

56 It is interesting that only the innovation cooperation with international clients was registred. Majority of 
the partners were from the EU, and there is one case where the partner came from outside of the EU.  
57 The  influence  of  each  factor  is  assessed  by  the  following  categories  High=1,  Medium=2,  Low=3,   Not  
relevant= 4  
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4.3. Innovative potential assessment 

“Innovation potential” interviews were performed in Međimurje County (MC) and Koprivnica-
Križevci County (KKC). In Međimurje County 12 companies were from IT sector and 16 were from 
metal processing sector. In KKC, 2 companies were from IT sector whereas 3 companies were from 
metal processing sector. Qualitative analysis of the answers to the interview questions delivered 
following findings according to the four groups / categories of questions. 

(1) Questions about the culture of entrepreneurship and social capital within the county 

All interviewed companies in MC claimed there is a high level of entrepreneurship culture in MC 
compared to other parts of Croatia due to its tradition of crafts and private entrepreneurship. 
Moreover, there were numerous individuals that emigrated to Germany, Austria and Slovenia and 
who returned to Međimurje after certain time spent abroad. Upon their return to Međimurje, they 
brought entrepreneurship skills to their home towns and continued to develop private businesses.  

All  interviewed  companies  in  KKC  (5  companies)  responded  that  there  is  a  positive  culture  of  
entrepreneurship in the county.  

One third of the interviewed companies established that, besides Međimurje, Istria County, City of 
Zagreb and whole of Northwest Croatia all rank as highly entrepreneurial friendly area. 

In KKC, the barriers that inhibit development of entrepreneurship were identified as low 
educational  level  of  employees;  public  service  employees  on  national  level  are  afraid  of  
responsibilities; politics of ministries towards entrepreneurship climate. Since there is a higher level 
of entrepreneurship tradition and culture in MC, there is lower level of the mistrust in the state 
institutions. The entrepreneurs in MC are oriented towards culture of work and therefore their 
intention is to acquire skills and knowledge that will help them develop further. On the other hand, 
entrepreneurs in KCC have lower level of entrepreneurship competences and therefore notice 
many limitations and deficiencies on state level.  

The  cooperation  with  suppliers  and  other  companies  within  the  MC  was  described  as  good.  The  
cooperation  with  buyers  was  also  described  as  good  in  terms  of  bigger  buyers,  i.e.  suppliers  for  
third parties. This culture of cooperation is necessary for the production and for selling purposes 
and  is  based  on  trust  and  long-term  provision  of  services.  There  is  a  higher  level  of  the  need  for  
cooperation with local authorities within metal processing sector because of the specific needs 
that  reflect  in approving different types of  licenses on the local  level  (e.g.  construction areas and 
cites) which influence the level of production development. The cooperation with ministries in 
terms of different supporting schemes on national level (used by four interviewed metal 
processing companies) for the procurement of new equipment (for metal processing sector) was 
described as poor because the competition procedures were described as illogical. Participation at 
different  national  supporting  schemes  was  also  described  as  time-consuming  in  a  way  that  the  
production process was not able to wait for the results of the competition due to the financial 
aspect of the investment.   

The factors which prevent higher level of cooperation with relevant actors and stakeholders were 
recognized  in  metal  processing  sector  as:  individualism  of  companies  (2+1)58; competition being  
on international markets (1); market itself (3+1); inefficient usage of diplomatic channels (1); lack of 
time (1);  company management style (1);  frequent change of  laws (1)  –  confusing information for  
potential investors; respectable cooperation (1); fear of potential problems with other companies 
(financial problems) (2+1); trust issues (1); cultural factors of the entrepreneur (0+1). 

                                                             
 

58 The number in brackets indicates the number of answers for the MC + KKC 
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The factors which prevent higher level of cooperation with relevant actors and stakeholders in ICT 
sector, were recognized as: unfair competition (1); successful companies cannot cooperate with 
unsuccessful companies (1); the state does not have a positive attitude towards ICT sector (1); lack 
of time (1); difficult business conditions (1); negative perception of Croatia outside the national 
borders (1); little information on the cooperation benefits (1); fear of potential problems with other 
companies (financial problems; copyright issues) (1); companies that do many types of businesses 
and are not professionals (2) 

 

(2) Sectors condition analysis 

Companies in ICT sector mainly export their products/services to Western European countries 36. 
Companies in metal processing sector mainly export their products/services to Austria, Germany, 
Switzerland and Western Balkan Countries59.  There  are  four  out  of  14  (28.6%)  companies  in  ICT  
sector  and  five  companies  out  of  19  (26.3%)  in  metal  processing  sector  that  are  mainly  oriented  
towards export.  

All export oriented companies produce their products for the known clients with whom they have 
signed business contracts. The companies that are export oriented have not yet significantly felt 
the influence of financial crises. The situation is somewhat different for the companies mostly 
oriented  towards  domestic  markets,  depending  on  the  type  of  the  product  and  services  the  
company is producing. ICT companies, in general, note the raise of total turnover, but are insecure 
in employing new employees because of the overall level of market insecurity. On the other hand, 
metal processing companies invest in human resources, in terms of vocational education and 
training trainees (work-based learning). Good trainees are usually given an employment 
opportunity after finishing VET education.  

 

(3) Types of the cooperation (formal and informal) among the business entities, as well as between 
the business entities and various institutions 

In general, the cooperation with public state institutions (such as ministries) was described as good 
whereas cooperation with Croatian Chamber of Commerce was described as poor because there 
was low level of support in terms of different services provided by the Chamber.  

Interviewed companies identify websites, personal connections, fairs etc. as the primary source of 
searching for partners. The important factor for partner search is the fact that the partner is 
financially stable and reliable. The partners are looked for on national level, in Western Europe and 
on international level.  

The  possibilities  for  cross-border  cooperation  with  Slovenia  and  Hungary  (in  both  counties)  are  
highly  appreciated  in  terms  of  the  development  of  new  products  as  well  as  the  possibilities  for  
selling the products. Two out of 14 (14.3%) companies in ICT sector and six out of 19 (31.6%) in the 
metal processing sector have already developed cooperation with Slovenia whereas none of the 
companies from ICT sector and only one company from MP sector have developed cooperation 
with Hungary. The barriers for future cooperation possibilities are recognized as cultural and 
linguistic barriers in regard to Hungary. Additionally, physical country border and lower buyer 
economic profile of the Hungarian population have also been recognized as potential barriers for 
placing  the  product  on  the  Hungarian  market.  Issues  with  customs,  legal  framework  as  well  as  
additional and time-consuming paperwork were also identified as possible barriers. Only one metal 

                                                             
 

59 Further research would be necessary since these findings are only tentative 
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processing company in Međimurje County tried to develop cooperation with the partner in 
Hungary,  but  did  not  succeed.  One  metal  processing  company  in  Međimurje  County  had   good  
experience  with  Hungarian  partner  in  selling  their  product  whereas  one  ICT  company  from  
Koprivnica-Križevci  County had good experience with a Slovenian partner  also in terms of  selling 
their product on the Slovenian market. In general, the interviewed companies demonstrated 
higher level of cooperation with partners from Slovenia than with potential partners from Hungary.  

However, all interviewed companies expressed positive attitude towards cross-border cooperation 
possibilities  (Slovenia and Hungary)  and are interested to develop cooperation with regions with 
which, until now, they have not cooperated. In detail, metal processing companies expressed their 
interest for cooperation in the following areas: certification and testing of the products, selling the 
products, subcontracting works, supply of the raw material, production of semi-manufactured 
goods, energy sector. ICT sector identified the following cooperation possibilities: direct 
communication with the final consumer (software adjustment to the client needs), first level 
product support, know-how transfer. New product development was not identified as essential 
cooperation  possibility  for  ICT  sector.  For  companies  that  are  already  export  oriented  (28.6%  
companies in ICT sector and 26.3% in metal processing sector), cross-border cooperation is of 
general, but not of primer interest.   

 

(4) Possibility of the cluster development (for ICT sector)  

In  Međimurje  County,  the  ICT  cluster  was  created  based  on  the  REDEA  initiative.   Out  of  12  
interviewed  ICT  companies,  2  (16.7%)  were  cluster  members  and  one  was  among  the  founders.  
Three companies (25.0%) expressed positive attitude towards clustering and two companies 
(16.7%) expressed sceptic attitude towards clustering. The remaining five (41.7%) companies were 
not the cluster members. The examples of other clustering initiatives in Croatia upon which the ICT 
cluster  could  look  upon,  were  recognized  as:  Croatian  wood  cluster,  Rijeka  ICT  cluster  (CRO  ICT),  
Osijek ICT cluster. Seven respondents (58.3%) answered that they are not aware of or do not know 
about any other cluster in Croatia or any other country.  

The benefits of ICT clustering were recognized as: development of new products, local marketing 
on bigger markets, opening of new markets, technology sharing, client sharing and knowledge 
sharing, application to EU funds, provision of services to other ICT companies in the cluster. 

The barriers to  successful  ICT  clustering  were  identified  as  following:  high  level  of  specific  ICT  
knowledge  which  can  be  implemented  only  to  specific  business  demands  and  cannot  be  easily  
shared with others, the market itself, immoral behavior of other companies, unfair competition, 
fear of other companies, traditionalism (the direct benefit is not recognized). 

Companies  from  both  sectors  recognized  the  need  for  further  education  and  training  of  
employees.  When  employees  are  offered  trainings  free  of  charge,  they  will  participate  in  them  if  
they see potential practical usage of knowledge. There is also a demand for ICT trainings for those 
ICT companies who need specific ICT knowledge and therefore the companies have mostly 
covered their own expenses for trainings. This involvement in specific ICT educational courses and 
programs is  also regarded as investment in knowledge and skills  needed for  the development of  
new products and services.  

 

(5) Possibility of Technological Infrastructure Development - Metal Processing Development Center 

All of the 19 interviewed companies from the metal processing sector expressed the need for the 
establishment of the Metal Processing Development Center and a positive attitude towards it.   

The activities which would be of interest to the interviewed companies were identified as: 
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- Further education: 18 out of 19 companies (94.7%) 
- Material testing: 13 out of 19 companies (68.4%) 
- Certification center: 9 out of 19 companies (47.4%)  
- Radiographic laboratory: 9 out of 19 companies (47.4%) 
- Project office: 9 out of 19 companies (47.4%) 
- Measurements: 5 out of 19 companies (26.3%) 
- ACP laboratory: 5 out of 19 companies (26.3%) 
- Product design: 1 out of 19 companies (5.3%) 
 
In regard to the development of material testing and product certification activities, further 
research on metal processing companies’ specific needs should be undertaken, because each 
company  has  its  own  needs  depending  on  the  type  of  products  it  manufactures.  There  is  a  
significant level of cooperation with the Faculty of Mechanical Engineering and Naval Architecture 
and therefore attention should be paid to the already existing technical infrastructure and the real 
needs of the companies.  

The metal  processing companies perceive the important initiating role of  TICM in the creation of  
the Metal Processing Development Center. One company thought that the creation of the Center 
should be initiated by entrepreneurs together with TICM, whereas another company expressed the 
opinion that it should be done by a consortium (development agencies and state institutions). 
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5. Conclusions and Recommendations 

 

In the last thirty years the region has definitely become a new factor recognised within the national 
economies  with  the  aim  to  coordinate  socio-economic  activities  on  subnational  level  such  as  a  
county  in  Croatia.  Since  the  activities  related  to  the  use  of  knowledge  and  technologies  are  risky  
and frequently financially exhausting, region promotion can play twofold role (of a facilitator or a 
barrier) regarding the innovation activities.  

Regional innovation system does make sense in the context of understanding of its two mutually 
dependent elements - innovation process and learning mechanism. Complexity of the innovation 
process within the specific region depends on a diversity of stakeholders and activities from the 
public and the business sector. The stakeholders from these sectors generate and diffuse 
knowledge  and  skills  within  the  specific  location  (region).  What  is  more,  they  create  formal  and  
informal cooperation within the specific region. Moreover, appropriate understanding of a learning 
mechanism requires recognition of  the two types of  knowledge:  single loop learning and double 
loop  learning.  The  former  type  of  learning  is  characterised  by  the  tight  connection  between  the  
participant’s learning process and its activity – in the case of business sector firms. The latter type of 
learning is characterised by a focus on the understanding of the context of knowledge and various 
solutions to problems. This type of knowledge appears among the institutions within the public 
sector. In that context, the efficiency of the regional innovation system within the analysed 
counties will depend on the diminishing of observed systematic shortcomings in the near future, 
namely  the  low  level  of  business  expenditure  on  research  and  development,  the  insufficient  
number of  companies which could be identified as regional  development promoters  as  well  as  a  
weak institutional learning mechanism. Therefore a joint policy activity including the participants 
from public and private sectors will be preferable regarding the regional innovation system within 
the  analysed  counties.  Related  to  this,  recognition  of  various  types  of  knowledge  and  
understanding of their activities and outputs will be a prerequisite of the successful joint activity 
between the participants already mentioned.     

 The development of a regional innovation system within the counties of a country such as Croatia 
depends on concentration of the business entities as well as institutional capabilities which 
facilitate knowledge creation and knowledge diffusion in the specific region. Moreover, an increase 
of  informal  and  formal  cooperation  among  the  parties  involved  is  a  prerequisite  for  the  
strengthening of the absorptive capacities and the technological capabilities within the business as 
well as within the public sector. Thus, appropriate regional policy should be tightly connected with 
knowledge creation and knowledge diffusion within the region.   

That  is  related  to  innovation  potential  concept  on  the  regional  (local)  level,  where  perceived  
innovation needs on the business level should act as the stimuli to the strengthening of regional 
innovation policy framework. Efficient functioning of the regional innovation system requires tight 
coordination with national institutional framework where the policy evaluation (ex-ante and ex 
post)  mechanism  must  exist.  In  case  of  a  bordering  region  such  as  Međimurje  County  and  
Koprivnica-Križevci County, trans-border cooperation may present an opportunity to enhance the 
innovation potential where the participants from public sectors and business sectors have to be 
involved in various types of innovation co-operations. At the same time, this approach is strongly 
supported  by  the  European  Commission  (for  example  the  EU  Strategy  for  the  Danube  Region  
(EUSDR)).  

The former Northwest statistical region has the largest innovation capacity compared to Adriatic 
Croatia and Central and East Croatia. In that context, differences among the business sectors in 
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terms of research and development expenditure are more pronounced compared to the human 
resources expenditure on research and development. However these capacities could be explained 
by  the  result  of  activities  from  public  and  private  sectors  concentrated  in  the  City  of  Zagreb  and  
Zagreb County. Within the analysed counties, high share of manufacturing in the economies 
tightly connected with entrepreneurial culture are the main competitive advantages in terms of 
their innovation potential. However, regarding institutional framework there is a difference 
between the counties. Innovation infrastructure within Međimurje County is more developed 
compared to Koprivnica-Križevci County.  

When analysing firms from metal processing and ICT sectors, micro enterprises (up to nine 
employees) are dominant in both sectors. That is tightly connected to individual ownership.  Metal 
processing companies show more inclination to export whereas the firms within ICT sectors show 
better performance regarding labour productivity measured by the ratio total revenues divided by 
the number of employees.  

 

When it comes to innovation performance within the analysed companies, product innovations are 
more frequent than service innovations. But, skill transfers are more frequent among the process 
innovation development than among the product innovation development. We observed the 
firms’ strong inclination towards international markets.  Related to this, an average type of 
innovative exporting firm within the both sectors has the following features:  

· Independent export to specialised clients;  
· Innovation co-operations with their clients and/or equipment suppliers and/or competition;  
· Manufacture of specialised capital goods or consumer goods servicing specific markets;  
· Relying  on  internal  innovation  sources  i.e.  in  small  extent  cooperate  with  various  type  of  

institutions;    

Regarding the Innovation potential assessment, all interviewed companies in Međimurje County 
(MC) claimed that there is a high level of entrepreneurship culture in MC compared to other parts 
of Croatia due to its tradition of crafts and private entrepreneurship. Entrepreneurs in MC are 
oriented work culture oriented and therefore their intention is to acquire skills and knowledge that 
will help their further development. On the other hand, entrepreneurs in Koprivnica-Križevci 
County have a lower level of entrepreneurship competences and therefore notice many limitations 
and deficiencies on the state level.  

When it comes to the innovation cooperation potential assessment, there is a higher level of the 
need for cooperation with local authorities within metal processing sector because of the specific 
needs that reflect in approving different types of local licenses (e.g. construction areas and cites) 
which influence the level of production development. In general, the cooperation with public state 
institutions (such as ministries) was described as good whereas cooperation with the Croatian 
Chamber of Economy was described as poor: there was a low level of support in terms of different 
services which should be provided by the Croatian Chamber of Economy.  

Regarding the trans-border cooperation potential, the interviewed companies demonstrated a 
higher level of cooperation with partners from Slovenia than with potential partners from Hungary. 
Moreover, the interviewed companies expressed a positive attitude towards cross-border 
cooperation possibilities (Slovenia and Hungary) and they are interested to develop cooperation 
with the regions where the cooperations have not been registered. However the analysed 
companies found the language barriers and low level of income in Southern part of Hungary as the 
main obstacles in terms of trans-border cooperation between Croatia and Hungary. On the other 
hand, there were lower level of observed obstacles in terms of trans- border cooperation between 
Croatia  and Slovenia,  i.e.  in  large extent the lack of  demand for  the analysed firms’  products  and 
services was observed as the only constraining factor.  
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Based on the main findings and the overall analysis conducted in the study, we could at this point 
suggest a few recommendations that should be considered for implementation  

Regarding the regional innovation system within the analysed counties, the main focus should 
be on existence of institutional framework where regional competence has to be recognised on 
national and international level. In that context the following activities should be emphasised:  

· Development of appropriate human resources tightly connected with the current needs of 
the public and business sectors. At the same time it should anticipate the future knowledge and 
skills needed within the sectors in the analysed counties.  
· Strengthening investments into the technological and research infrastructure is the focal 
point  of  each  technologically  intensive  development  regardless  the  level  of  analysis  (national  
and/or regional (local). Related to this, initiatives of the Technological Innovation Center, 
Međimurje regarding metal sector infrastructure development and ICT sector infrastructure should 
be enhanced to include clients on national and international level.  
· Promotion of the inventive activities within the business sector and public sector (e.g. 
educational institutions) should be a priority.  In Croatia, there is a strong tradition of non-
knowledge intensive industrial development initialized from the business sector. The regional 
institutional infrastructure should facilitate knowledge-intensive development. Two types of 
activities should be included: financial assistance and technology transfer assistance. A Technology 
transfer office is an example of a policy initiative. 
· Efficient promotion of the key sectors (metal processing sector and/or ICT sector) on 
international markets is tightly connected with participation of the public sector within the 
regional innovation system. The innovation performance analysis shows that most of the 
innovation cooperations included international partners. Thus, the promotion of the export 
competitive sectors in international markets should be a priority within the public sectors.   

Since the trans-border cooperation is a part of international cooperation where the intensity 
depends on institutional capacity within the analysed regions, the following recommendations 
are focusing on the strengthening of trans-border cooperation. 

· Promotional culture of the institutional policy learning requires  the  mobility  of  people  
between  society  and  policy  to  be  the  key  activity  within  the  policy  system.  That  is  in  line  with  a  
delivery and acquisition of various types of skills and knowledge, within the institutions. This 
implies the development of various forms of formal and informal networks among various types of 
participants. Moreover, it facilitates the understanding of importance for ex-ante and ex-post 
policy evaluation and development of an appropriate institutional framework able to participate 
within the EU structural funds.  
· Strengthening international cooperation mechanism within the analysed regional 
innovation system implies the increase of the institutional capacities capable to participate within 
various international and national initiatives. When it comes to trans-border cooperation, the 
assessment of the similarities and differences among the trans-border regions should be the 
first  step  of  each  initiative.  That  is  related  to  the  screening  of  the  innovative potential within 
trans-border regions. Finally, the results of innovative formal and informal cooperations have 
to be implemented on various policy levels (e.g. local and national) in the context of multipolar, 
globalised international system with complex interaction between state and non-state actors.   
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Appendix 1  

 

 

QUESTIONNAIRE ON INNOVATION ACTIVITIES  

 

GENERAL INFORMATION: The purpose of the research is the analysis of the innovation performance 
within Međimurje County and Koprivnica križevci County during the period 2009-2011. This is former part of 
the analysis where innovative potential of Međimurje County is trying to be assessed. The latter part of the 
analysis  will  be  conducted  by  interviews  during  the  period  from  September  24  to  October  6  2012  on  the  
selected group of the firms. The methodology used in this questionnaire is taken from official statistics of the 
methodology of innovation activities. Within the questionnaire, the methodology is used on the group of 
firms  where  information  about  their  innovation  performance  is  still  missing  and  at  the  same  time  operate  
within already mentioned sectors. Based on the survey, the policy measures will be proposed with the goal 
to improve the conditions for entrepreunariel actions, primarily in the field of innovation activities and 
inventive acitivities within ICT sector and metal processing sector. Received data from the questionnaire are 
confidential. Only the aggregated results will be disclosed. 

 

Please return the filled-in questionnaire by fax, mail or e-mail to the following address: 

EKONOMSKI INSTITUT, ZAGREB 

QUESTIONNAIRE 

Trg J. F. Kennedyja 7  

10000 Zagreb  

Telefax 01/2335-165  

e – mail: zaralica@eizg.hr  

 

For more details please contact PhD. Zoran Aralica:  Phone 01/ 2362-218, e-mail: zaralica@eizg.hr or Mr. Ivan 
Plačko 040/395-542 

 

Would you like to receive the research results?   YES �  NO � 

 

In  case  you  would  like  to  receive  the  summary  of  the  research  results,  as  well  as  in  the  case  of  additional  
clarifications, please indicate the contact person: 

 

Name: ____________________________________________________________________ 

Phone:  ______________________        

E-mail:  ________________________________________ 

mailto:zaralica@eizg.hr
mailto:zaralica@eizg.hr
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1.   GENERAL INFORMATION ABOUT THE COMPANY 

 

1.1. Name of the company 

1.2.  Is your company part of a group of enterprises? 

 

(A group consists of two or more legally defined enterprises under common ownership. Each enterprise in the group may serve 
different markets, as with national or regional subsidiaries, or serve different product markets. The head office is also part of an 
enterprise group.). 

 

 

Yes   Please specify country of your head office? ________________ 

No 
 

 
 

 

If your company is a part of enterprises group companies (e.g. multinational group present in many countries), please answer all these 
questions for a company in Croatia. Do not give information for affiliates or parent company outside of Croatia.   

1.3. In which markets your products sell goods and/or services in period 2009-2011.  

 Yes No  

a Local/Regional market in Croatia        

        

b National market          

        

c European Union (EU) countries, EFTA-e, or the Candidates Countries to the EU1)        

        

d Other countries        

        

 

1.3.1. Which market is the largest in terms of turnover in the period 2009-2011?  

(Please specify the correct letter a or b or c or d)                                                                                                                                                                                               

  
 

These countries are Austria, Belgium, Bulgaria, Cyprus, Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece, Hungary, 
Iceland, Italy, Ireland, Latvia, Liechtenstein, Lithuania, Luxembourg, Malta, Netherlands, Norway, Poland, Portugal, Romania , Slovenia, 
Slovakia, Switzerland, Turkey, Spain, Sweden and the United Kingdom. 
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2.   PRODUCT INNOVATION (GOODS OR SERVICES) 

A product innovation is the market introduction of a new good or service or a significantly improved good or service with respect to its 
capabilities, such as improved software, user friendliness, components or sub-systems. The innovation (new or improved) must be new 
to your enterprise, but it does not need to be new to your sector or market. It does not matter if the innovation was originally developed 
by your enterprise or by other enterprises. 

2.1 During the three years 2009 – 2011, did you enteprise introduce: 

 Yes No  

New or significantly improved goods (Exclude the simple resale of new goods purchased from other enterprises 
and changes of a solely aesthetic nature) 

       

       
 

2.2 Who developed these product innovations?  

                                                                                                                                Select the most appropriate option only  

Mainly your enterprise or enterprises group      
     

Your enterprises together with other enterprises or Institutions     
     

Mainly other enterprises or institutions     
2.3. Were any of your goods and service innovations during the three years 2009 - 2011 

 

  Yes No  

New to  

your market? 

Your enterprise introduced a new or significantly improved good or service onto your market 
before your competitors (it may have already been available in other markets)        

        
        

Only New  

to your  

firm? 

Your enterprise introduced a new or significantly improved good or service that was 

already available from your competitors in your market        

        
        

2.4 Using the definitions above, please give the percentage of your total turnover in 2009 from60: 

 Goods and service innovations introduced during 2009 to 2011that were new to your market 

    

    % 

Goods and service innovations introduced during 2009 to 2011 that were only new to your firm 

    

    % 

 

Goods and services that were unchanged or only marginally modified during 2009 to 2011 (include 

    

    % 

     
Total turnover 2011 1  0  0   %  
3.   PROCES INNOVATION 

 

                                                             
 

60 For manufacturing firms: the total turnover from product sales, for service companies: The total turnover for services rendered. In 
addition, the credit institutions: interest and similar income for insurance companies,  gross premiums 
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A process innovation is the implementation of a new or significantly improved production process, distribution 

 method, or support activity for your goods or services. The innovation (new or improved) must be new to your 

 enterprise, but it does not need to be new to your sector or market. It does not matter if the innovation was 

originally developed by your enterprise or by other enterprises. Exclude purely organizational innovations. 

 

3.1 During the three years 2009- 2011 did your enterprises introduce:  

 Yes No  

        

New or significantly improved methods of manufacturing or producing goods or services        
        

New or significantly improved logistics, delivery or distribution methods for your inputs, goods or services        
        

New or significantly improved supporting activities for your processes, such as maintenance systems or 

 operations for purchasing, accounting, or computing). 

       

       
3.2 Who developed these process Innovation?  

                                                                                                                                                         Select the most appropriate option only                                                                                                                              

a Mainly your enterprise or enterprises group      
     

b Your enterprises together with other enterprises or Institutions     
     

c Mainly other enterprises or institutions     
 

3.3 Is one of your innovation process introduced in the period of 2009-2011 was new for your market? 

  

Yes     
     

No     
     

I don t know      
 

 

 

4.   ONGOING OR ABONDED INNOVATION ACTIVIITES  

Innovation activities include the acquisition of machinery, equipment, software, and licenses; engineering and development work, 
training, marketing and R&D when they are specifically undertaken to develop and/or implement a product or process innovation. 

 

4.1 Did your enterprise have any innovation activities to develop product or process innovations that were abandoned 
during 2009 to 2011 or still ongoing by the end of 2011? 

Yes     
     

No     
 

5.   INNOVATION ACTIVITIES AND EXPENDITURES 

5.1 During the three years 2009-2011 did your enterprises engage in the following innovation activities  
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  Yes No  

Intramural (in-house) 

R&D 

Creative work undertaken within your enterprise to increase the stock of 

knowledge and its use to devise new and improved products and processes 
       

       

 

 

 

        

 If yes, did your firm perform R&D during 2009 to 2011         

  Continuously         
          
  Occasionally        

Extramural R&D 

   Same activities as above, but performed by other companies (including 

   other enterprises within your group) or by public or private research 
       

       
         

Acquisition of machinery, 
equipment and software 

   Acquisition of advanced machinery, equipment and computer hardware or 

   software to produce new or significantly improved products and processes. 

       

       
         

 

Acquisition of other 
external knowledge 

    Purchase or licensing of patents and non-patented inventions, know-how, 

and other types of knowledge from other enterprises or organisations 

       

       
         

Training for   

Innovation activities 
 

Training your employees inside or outside your enterprise 
focused on the development and / or introduce new or significantly improved 
products and processes 

       

       
        

Introduction of Innovation  
 

Activities for the market introduction of your new or significantly improved products 
and services, including market research and advertising campaigns 

       

       
         

Other preparations 
 

Procedures and technical preparations to implement new or significantly improved 
products and processes that are not covered elsewhere 

       

       
 

5.2   Please estimate the amount of expenditure for each of the following four innovation activities in 2011.  (Including 
employees and their expenses)1) 

                                                                                    Thick nule if your enterprises had no expenditure in 2011 

 

Intramural (in house) (R&D) (including capital expenditure on buildings  

and equipment specifically for R&D 

 

 

 

Acquisition of R&D (extramural R&D)  

Acquisition of machinery, equipment and software (Exclude expenditures  

on equipment for R&D) 

 

 

 

Acquisition of other external knowledge  

  

Total of these four innovation expenditure categories (a+b+c+d)  
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5.3 During the three years 2009 to 2011, did your enterprise receive any public financial support for innovation activities 
from the following levels of government? Include financial support via tax credits or deductions, grants, subsidised loans, 
and loan guarantees. Exclude research and other innovation activities conducted entirely for the public sector under 
contract. 

 Yes No  

        

Local or regional authorities        
        

Central government (including central government agencies or ministries)        
        

The European Union (EU)        
        

If "Yes", then answer on question did your firm participate in the FP 6 Framework Programme for Research and 
Technical Development  

       

       
 

 

6.   SOURCES OF INFORMATION AND COOPERATION FOR INNOVATION ACTIVITIES 

 

 

6.1 During the three years 2009. – 2011, how important to your enterprise’s innovation activities were each of the 
following information sources? Please identify information sources that provided information for new innovation 
projects or contributed to the completion of existing innovation projects. 

  Degree of Importance 

 Thick not used if no information was obtained from a source  

 Information sources High Medium Small  Not used 

Internal 
 Within your enterprises or enterprises group 

            

            
              

Market Sources 
 

Suppliers of equipment, materials, components and software             
             

 Clients or customers             
              

 Competitors or other enterprises in your sector               

 
     Consultants, commercial labs, or private R&D institutes 

            

             
              

Institutional sources 
Universities or other higher education institutions             
             

 Government or public research institutes             
              

Other sources Conferences, trade fairs, exhibitions             
              

 Scientific journal and trade/technical publications             
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 Professional and industry associations             
              
6.2 During the three years 2009. – 2011. did your enterprises cooperate on any of your innovation activities with other 
enterprises and institutions?  

Innovation cooperation is active participation with other enterprises or non-commercial institutions on innovation activities Both 
partners do not need to commercially benefit. Exclude pure contracting out of work with no active co-operation. 

 

Yes     ]  Attention:   

If "No",  please go to question 7.1 
     

No     
6.3.  Navedite vrstu partnera i lokaciju    

 (Tick all the apply) 

Types  of partners 
Croatia 

Other  

Europe 
USA 

Other  

countries 

             
A. Other Enterprises within your enterprises group              
             
B. Suppliers of equipment, materials, components and software             
             
C. Clients or Customers             
             
D. Competitors or other enterprises in your sector             
             
E. Consultants, commercial labs, or private R&D institutes             
             
F. Universities or other higher education institutions             
             
G. Government or public research institutes             

             6.4 Which type of cooperation partner did you find the most valuable for your enterprise’s innovation activities?     

(give a corresponding letter from  6.3.)                                                                           

     7.   EFFECTS OF INNOVATION DURING 2009. – 2011. 

7.1 How important were each of the following effects of your products (good or services) and process innovations 
introduced during the three years 2009-2011 

  Degree of observed effect 
  High Medium        Low Not relevant 
              
 Increased range of good or services             

             
Replacement of obsolete products or services             
             

 Entered new markets             
              
 Increase of market share             
              
 Increase of quality of products or services             
              
 Increase flexibility production or service provision              
              
 Increased capacity of production or service provision             
              

Reduced environmental impacts or improved health and safety             
              
 Met Regulatory requirements              
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8. ORGANISATIONAL INNOVATIONS 

 

Organisational Innovation is the implementation of new significant changes in firm business practice of your companies 
(including knowledge management), organization of work or relationships with other entities with which your company 
has not previously been used. It must be the result of strategic decisions by the management. Excluded are cases of 
mergers and acquisitions with other firms, even if they occurred the first time. 

 

8.1 During the three years 2009- 2011 did your enterprises introduce:  

 Yes No  

        

New business practices in organizational procedures, such as supply chain management,         
        

New methods of organization of business functions and decision making within the company        
        

New methods of organization of relations with other enterprises or public institutions        
         

 

8.2 During the three years 2009 – 2011, How important were each of the following objectives for the organizational 
innovations that your company introduced (If your enterprise introduced several organizational innovation, give overall 
assessment 

  Degree of observed effects 
  High Medium Small Not relevant 

              
 

Reduced time to respond to customer or suppliers needs  

            
             
             
 Improved quality in product or service development              
             
 
Improved quality goods or services  

            
             

 Reduced costs per unit of output              
             
 

Improved communication and information exchange within Enterprise or 
with other enterprises or institutions 
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9.  MARKETING  INNOVATIONS  

 

9.1 During the three years 2009 – 2011 did your enterprises introduce:  

 Yes No  

        

Significant change of design or packing products (goods or services)        
        

New methods of promotion of products         
        

 New method of distribution of products        
         

 New method of pricing of products          
 

 

9.2 During the three years 2009 – 2011 How important were each of the following objectives for the organizational 
innovations that your company introduced (If your enterprise introduced several marketing innovation, give overall 
assessment 

  Degree of observed effects 
  High Medium Small Not relevant 

              
 
Increase of market share 

            
            

              
Product placement to new groups of consumers 

            
             
              
 The introduction of products in new geographic areas             
 

 

10. INNOVATION CONTRIBUTE TO ENVIRONMENTAL PROTECTION (ECOLOGICAL INNOVATION) 

Environmental innovation is a new or significantly improved product or service, process, organization or marketing 
method compared with alternatives provides environmental benefits. Environmental benefits may be the primary goal of 
innovation, or the result of other goals. Ecological benefits of innovation can occur during the manufacturing process of 
products or services or after the purchase when using the products or services by the end user.  

10.1 During the three years 2009-2011 did your enterprises introduce innovation products or services, innovation process 
or organisational innovation or marketing innovation with any of the following benefits 

Environmental benefits arising from the manufacture of products or services within your enterprise                

Reduction of material production per unit of output         
        

Reduction of energy consumption  per unit of output        
        

Reduced CO2 footprint of  business enterprise (total production of CO2)        
         

Materials replaced those with less pollution and less dangerous        
 

Reduced pollution of soil, water, air or noise pollution        
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Recycled waste, water or materials        
 

 Yes No  

Environmental benefits arising from the production of goods or services by the end user        

Reducing energy consumption         
        

Reduced pollution of soil, water, air or noise pollution        
        

Improved recycling after use         
10.2 During three years 2009 – 2011, did your enterprise introduced any innovation any ecological innovation as answer 
on 

 Yes No  

        

Existing regulations on environmental protection or tax on pollution        
        

The expected introduction of environmental regulations or taxes on pollution in the future        
        

 Availability of government loans, grants and other financial incentives for environmental innovation        
         

Current or anticipated demands of your consumers for environmental innovation        
 

Voluntary agreements or codes of good environmental practices within your sector        
 

10.3. Is there in your company formal procedures for detecting and reducing the harmful impact of your enterprise 
environment? (eg, preparation of environmental audits, setting targets for environmental performance, ISO 14001) 

 

  Yes, applied before January 2009.   
   

Yes, applied after January 2009   
   

No   
 

Thank you for your cooperation! 
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Appendix 2  

 

Questions about the innovative potential in the analysed counties  

 

1. Group of questions about the entrepreneurial culture and social capital within the counties 

a) Does entrepreneurial culture exist in your county? 
b) Does the entrepreneurial culture present a specificity of your county? 
c) On average, how would you describe the perception of your cooperation with other companies in 

the county and broader community (e.g. competition, suppliers), with buyers and with local public 
and state institutions? 

d) Is there a culture of cooperation with the previously mentioned categories? 
e) Is there a need for cooperation with the previously mentioned actors and stakeholders? 
f) Which factors hinder a higher level of cooperations with the previously mentioned actors 

 

2. Group of questions relating to the analysis of sector condition  

a) Could you provide a short description of the firm?  
b) How would you describe the current situation on the market? 
c) Could  you  describe  your  experience  regarding  formal  and  informal  cooperation  with  public  (state)  

institutions? 
 

3. Group of questions on types of the cooperation (formal and informal) among the business entities, as well 
as between the business entities and various institutions 

a) Regarding  your  business  performance,  is  there  any  need  for  formal  and  informal  types  of  
cooperation among business entities? 

b) Where do you look for business partners? 
c) What is your opinion about cross-border cooperation? 
d) What are the potential areas of cooperation in terms of cross-border cooperation? 
e) Which barriers occur/exist on the way of realisation of the cooperation ambitions/plans? 

 

4. Group of questions on the possibility of cluster development (ICT sector) or the possibility of research 
infrastructure development (metal processing sector) 

A. Cluster development (ICT sector) 

a) What does “cluster” mean to you? 
b) Is there an example of good cluster practice that you know of? 
c) Who should initialise the clustering initiative (e.g. the county, TICM, consortium of the business 

entities and TICM, or someone else)? 
d) Which barriers occur regarding development of the ICT sector in your County? 

 

B. Research infrastructure development (metal processing sector) 

a) Is there a need for the establishment of such infrastructure? 
b) Which type of activities could be performed in such a center (e.g. metal analysis, certification center, 

working stations for CAD/CAM, modelling, etc)? 
c) Who should support this initiative (e.g. the county, TICM)? 
d) Which barriers could occur regarding the potential initiative? 
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