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Abstract: Change is a pre-requisite for survival
amongst individual human beings and even more
so in the organizations which they create and in
which they work. Put simply, if an organization
does not change what it offers the world — its
product or services- and the ways in which it
creates and delivers these offerings, it may not
survive. The pressure for a constant innovation
means that creativity is a key resource. Innovation,
technology advances and competitive advantage
are connected by complex and multidimensional
relationships. Demands for organizational
innovation and technological advantage are
increasingly crucial components of competitive
strategy for many firms. Most firms face serious
competitive challenges due to the rapid pace and
unpredictability of technology change. Industries
dependent on highly sophisticated technologies
and firms engaged in multinational competition
are particularly vulnerable to the need for
continuous and rapid modification of their product
features and the ways in which they conduct
business
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INTRODUCTION

The beginnings of the development of innovation
theory are connected with the analysis of J.
Schumpeter in the first half of the last century,
who marked innovation as a fundamental factor of
technological progress and economic development,
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in terms of replacing old technologies with new
ones. The impulse that drives and keeps the
capitalist system in motion comes from new
consumer goods, new methods of production or
transport, new markets, new forms of industrial
organization created by capitalist enterprises. This
process of industrial change constantly
revolutionizes the economic structure of capitalism
from within by continuously destroying the
existing and creating the new ones (Schumpeter
1942, p.108). He is considered one of the first
scientists to recognize the importance of new
product development - product innovation for
economic  development, believing that the
competitiveness achieved by introducing a new
product is far more important than that based on
marginal changes in existing product prices. Much
later (Abernathy, Utterback, 1978) they developed
an approach, according to which, at the stage of
emergence of each economic sector, there is a
radical product innovation followed by a radical
innovation of the appropriate production process,
followed by the spread of incremental
innovation. Therefore, it was considered that
innovations are primarily related to changes in
technology, that is, that their key component is the
field of technological innovation. In general, this
approach has remained to this day, because
technological innovation is the basis of the
technological process, which is a key guideline for
productivity growth, technological and economic
development. In order to facilitate the monitoring
of the innovation process, it is necessary to explain
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in more detail the difference between radical and
incremental innovations. Radical innovations refer
to the introduction of completely new products and
services and / or new production and distribution
systems and make existing products and services
uncompetitive (e.g. wireless communications). On
the other hand, incremental innovations involve
the adaptation, improvement and refinement of
existing products and services and / or existing
production and distribution systems (e.g. different
generations of computer microprocessors). To
understand the role of innovation in achieving
strategic competitive advantage, we must first see
what competitive advantage is. Competitive
advantage is a realistic basis or rational way in
which a particular organization can appear or
compete in a selected market in order to achieve
some of its specifically defined goals. The changed
logic of the world market has conditioned that the
most important sources of competitive advantage
(at the level of only one company but also at the
level of one country) should be actively and
permanently sought in contrast to the traditional
paradigm recognizable in economic or business
policies by favoring low costs based on cheap
labor, strength or raw materials. Creating the
competitive advantage is especially important
on the changed logic of the world market that has
conditioned that the most important sources of
competitive advantage (at the level of only one
company as well as at the level of one country)
should be actively and permanently sought in
contrast to the traditional paradigm recognizable in
economic or business policies by favoring low
costs strength or raw materials. Creating the
competitive advantage is especially important

on The changed logic of the world market has
conditioned that the most important sources of
competitive advantage (at the level of one
company only and at the level of one country)
should be actively and permanently sought in
contrast to the traditional paradigm recognizable in
economic or business policies by favoring low
costs strength or raw material. Creating the
competitive advantage is especially important on at
the enterprise level, although the activities required
for their creation and maintenance in international
conditions are extremely complex.

1. Innovation and its role in creating a
competitive advantage

Comparing the data of neighboring countries by
the Global Innovation Index (GII), which presents
an annual report ranking countries according to the
mass of new technological and scientific
inventions and innovations in 129 countries based
on 79 criteria significant differences, and that in
the report published in 2019, Slovenia is at 31,
Hungary at 33, Bulgaria at 40, Croatia 44,
Montenegro 45, Northern Macedonia 59, Serbia
57, BiH 76, and Albania at 83 place of the overall
list made by WIPO
(https://www.wipo.int/portal/en/index.html)  The
focus of this index was the role that people play in
the innovation process, and the results showed that
Switzerland and other countries from the top of the
list, Great Britain, Sweden and the
Netherlands,have strong innovation  support
systems that encourage creativity.
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Switzerland, Sweden, the United States, the
Netherlands and the United Kingdom are the five
most innovative nations in the world according to
the Global Innovation Index for 2019. They are
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followed by China, Malaysia, Bulgaria, Thailand
and so on. For positioning, the authors of the
report evaluate institutions, human capital and
research, infrastructure,  market,  business,
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knowledge / technology and creative performance
of the observed countries. When the view is raised
from the mirro to the macro level and the broader
picture, the general conclusions from the report are
that the world is affected by the economic
slowdown of medium intensity due to weakened
economic growth, record low productivity growth
and economic uncertainty. The Secretary General
of the Regional Cooperation Council (RCC),
Majlinda Bregu, stated in an author's text on the
RCC website that the Western Balkans invest less
than one percent of GDP in innovation and
research, and that only 30 to 40 percent of
businesses are innovated. self-financed, without
any public sector support. She states that investing
in innovations would accelerate reforms and give a
new impetus to the development of the region, and
at the same time create good opportunities for
citizens and stop the growing outflow of skilled
labor (https://www.danas.rs/svet/bregu-rcc-
zapadni-balkan-ulaze-manje-od-jedan-odsto-bdp-
a-za-inovacije-i-istrazivanja/) Recognizing the role
of innovation as a driver of economic growth of
companies and public enterprises and thus
strengthening the national economy, represents an
opportunity to further develop competitive
advantages and create a proactive national
innovation environment. In that way, large and
small companies are connected, which will give a
new impetus to the national economy through
trade and valorization of innovations. The most
common semantic problem is the wrong equating
of invention and innovation. The basic criterion for
distinguishing between innovation and invention
refers to the connection with the practical and
commercial aspect - the application of the idea /
invention /. This is the moment when science and
technology play a key role - inventions require the
involvement and knowledge of a large number of
different people, in order to be transformed into
products or services, ie, in processes that will
increase company performance and thus the
overall national economy. “Innovation therefore
includes a range of scientific, technological,
organizational,  financial and  commercial
activities” (Kutlaca, 2015, p. 72).

Innovations can be classified in different ways:
(Dobre, 2004, p. 159)

= by impact on productivity:
a) labor-intensive,
b) capital-intensive,

= by relative importance in the innovation
process:

a) incremental,
b) radical.
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= according to the result of innovation
activity:

a) process,
b) product,

= according to the scope of changes they
cause in the product:

a) component,
b) architectural,

= according to the overall impact on
business activity:

a) sustainable
b) disruptive.

The company makes a greater or lesser profit by
performing successfully or less successfully
business activities in the value chain and support
for these activities is assets, competencies and
knowledge. | concluded that it takes 5-7 years for
the company to start bearing fruit. “It is a process
that is based on experience and | cannot give you
any reason why this is so, but it is most often so”
(Prash, 2007, p. 23) products or services demanded
by consumers, where each of the activities of the
value chain can take place differently by using new
knowledge to offer new products and services.
This means that every function, not just R&D
(Researce & Development) activities, can have an
innovative character. The process of technological
progress based on knowledge and invention has a
certain autonomy, but the innovation itself is
determined by the conditions prevailing in the
environment of a particular business entity and
which are in a high degree of interaction with
economic decisions and procedures. Economic
criteria are implicitly present in the minds of
scientists and inventors and the goal is to create a
quality,  developmentally  progressive  and
production-applicable technological process, tool,
process, product or service. Namely, “most
innovators are disobedient, do not fit into the
prescribed rules, often work outside the prescribed
standards. These are "lone wolves" who, when
they unite, can make great innovative endeavors
"(Grant, 2016, p. 8). The application of scientific
research work is indirect, if not direct, the result of
the interaction of supply pressure and increasing
demand with users of innovation in the economic
system. In addition to production capacity (ability
to efficiently operate installed production systems
and processes in unchanged environment and
conditions), investment capacity (ability of
production agent to, based on fully acquired
production capacity, master the construction of
new production systems or expansion of existing
ones), of special importance becomes an
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innovation ability (the ability to create, develop,
apply and diffuse new or improve existing
technological means, processes, methods and
procedures). Innovative ability is manifested in
changes and improvements of old and finding new
products and  services, new  marketing
achievements, new forms of distribution and sales
channels and new potential economies of scale -
either in size or in diversity. To see which ideas
really have potential, and how to fix them,
managers need a new evaluation criterion. The
innovative ability of a production entity therefore
includes two aspects: First, the ability to transform,
adapt or improve production systems, methods,
procedures and processes, the products themselves
and the inputs of the production process. "The goal
is to maintain and improve competitiveness in the
domestic and foreign markets, in a dynamic
context, which is increasingly difficult due to
frequent and diverse changes in technology,
demand, relative costs, inputs and outputs and their
availability" (Kotlica, 2005). Second, the ability to
create new technological solutions, innovation,
development of new products, new technological
procedures, methods, tools and processes. This
ability encompasses the potentials of creating
smaller (incremental) ones as well major (radical)
technological innovations. A very suitable way of
acquiring knowledge for the realization of the
above are "learning by doing" and “learning by
using” (Bobera, 2007, p. 217). In managing
innovation and engaging people in general around
technological innovation, there is a constant
confrontation with a situation in which it is not
entirely certain what needs to be done and in what
way. The company was created in uncertainty and
for uncertainty, but it must be completely ready for
the risks that are in its environment, because the
company is an organization that must constantly
discover, analyze and evaluate numerous
conditions in business uncertainty and therefore
must constantly take into account the risk. From
this realization, we can conclude that innovative
work in a company consists of turning uncertainty
into risk. Technological innovations include a
large number of uncertainties of different types, so
the innovator is never sure to what extent the
problem is close to the limit of the existing state of
scientific and technical knowledge. Furthermore,
there is uncertainty about determining the degree
of novelty, that is, about what others have already
done or are doing now, all the way to the fact
whether someone has already found the innovation
they are looking for and that it has proved
worthless or perhaps done. about the same
innovation but the competition has moved further
in the wvery finalization of the innovation.
"Innovation is, by its very nature, an extremely
risky activity, and the only risk greater than this is
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not performing an innovative activity." (Dobre,
2004, p.189) The company wants new products,
new services, new work processes, but on the other
hand there is a latent resistance to change in the
company. Yet, modern enterprise, due to the action
of the environment, and especially the market,
must accept technological changes, and these
changes, as a rule, destroy its stable state.
Therefore, we can state that the company is
ambivalent about innovations on the one hand and
is only aware that they are necessary because they
are important for its survival, and yet because of
the great risk and uncertainty, it is afraid of
innovation and tries in different ways to avoid or
prevent. When we talk about innovation risks, we
can mention the following most important risks:
risks in the technical field, risks in marketing and
risks related to time dynamics (the moment from
the invention to the concrete application of the
innovation). "It is the responsibility of
management to clearly state the goals of
innovation and the value of creating innovation,
otherwise, strategic goals will not be aligned with
the company’s overall strategy “(Davila, Epstein,
Shelton, 2007, p. 225).

2. Globalization and the innovation aspect of a
competitive advantage

Globalization is the transformation of economy,
culture, innovation and trade into a new global
synthesis - a new approach to the progress of our
civilization. At the same time, it implies strong
cooperation between the peoples of the world,
which refers to free trade and common global
concern for climate change, energy, economy,
technology, security and democracy.
"Globalization is a global process of connecting
and uniting national economies (states) into one
global system. Globalization seeks to build a
modern society that should provide: long-term
stability, security, sustainability, development,
world peace, optimal use of natural resources,
unique  environmental  protection,  poverty
reduction, etc. "(Star¢evi¢, Subotié, 2014, p. 68). .
The growth of trade directly leads to faster
progress and the growth of living standards, thus
contributing to the encouragement of democratic
reforms and the reduction of wars and terrorism,
which is the real and desirable essence of the
globalization process. Certainly, the future of
globalization is created by developed countries,
and the fear and concern of countries that feel
powerless in relation to the available resources of
rich economies is completely justified. Countries
that fear globalization are most concerned about
the inability of their own industrial capacities to
fight and survive in the face of increasingly global
competition, because multinational companies,
which invest in innovation and have access to huge
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capital and labor, put underdeveloped countries in
a subordinate position. This results in an increase
in global tensions, not a reduction in poverty and
an increase in living standards, which should be its
primary goal. However, concerns about
globalization are felt not only by underdeveloped
countries, but increasingly by small and medium-
sized enterprises from the United States and
Europe, which are no longer able to provide an
adequate response to the challenges of
international competition. Setting and achieving a
sustainable strategic advantage is a key lever of
international integration based on a specific corpus
of competitive advantage (observed at both macro
and micro levels). The national has the advantage
if it is rational in a broader context where the
regional and global approach acquires a special
dimension that goes beyond social or economic
criteria. Competition or market competition is the
basic regulator of the market. Competitiveness is
competition, rivalry or competition process in
order to achieve the best possible results. It
contributes to innovation, better business and
overall economic growth. However, if the
competitiveness on the market is weak, then the
national economy also suffers. This usually leads
to protectionism, non-transparent government
grants and barriers to entry into the world market.
Therefore, strengthening productivity and general
competitiveness must be the guiding idea in the
implementation of the economic policy of each
country (Staréevi¢ Suboti¢, 2014, p. 17).
Competitive advantage is a realistic basis or
rational way in which a particular organization can
appear or compete in a selected market in order to
achieve some of its specifically defined goals. The
changed logic of the world market has conditioned
that the most important sources of competitive
advantage (at the level of only one company but
also at the level of one country) should be actively
and permanently sought in contrast to the
traditional paradigm recognizable in economic or
business policies by favoring low costs based on
cheap labor. strength or raw material. Creating
competitive advantages is especially important at
the enterprise level, although the activities required
to create and maintain them in an international
environment are extremely complex. This is
especially pronounced in certain branches that
have largely globalized or are on the path of
globalization. Therefore, the strategic framework
of competitive advantage is extremely important
for both effective and efficient or profitable
business. In the practice of companies, there are
other (bypass) ways to achieve profitability such as
seeking state  protection  (exchange rate,
incentives), making a profit and profit on the
market through insufficient investment (resource
or current monopoly position) or general
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avoidance of global industries. dimensions) but
these are solutions for which, as a rule, pays a high
price when the time comes. In the world market,
competitive advantage means relatively greater
power or strength of one company, one product or
one economy in relation to another. The basis of
the strategic advantages of each participant in
modern economic flows is not forever given
geopolitical coordinates, but much more achieved
competitive advantages that arise in the process of
specific unification of efforts in the process of their
integral creation - at the macro and micro level.
"Oligopolistic competition among large, high-tech
firms, where innovation is primarily a competitive
weapon that provides lasting innovative activities
and, most likely, their growth. In a market like
this, where a few giant firms dominate a particular
market, In this approach, the danger lies in the fact
that companies that opt for this strategic
framework must rely on risk exposure from
competitors who build their advantage on the basis
of a global strategy. Competitive advantage
through a global strategy would mean
concentrating total activities on one market
segment and serving it on that basis through an
integrally defined offer. Such a competitor does
not have to be a large firm but can also be a
smaller internationally oriented firm that has this
global approach. Globalization brings lower
transportation costs, better information technology,
and a conscious policy of reducing barriers
between countries to achieve efficiency based on
large scale and specialization. "Multinational
companies sell in many countries at the same time,
but they may or may not produce in many
countries" (Begg et al., 2010, p.176). Strategic
commitments therefore start from respecting the
currently valid global criteria by individual
industries or businesses (electronics, mechanical
engineering, agro-industry, etc.). At the national
level, the goals of achieving comparative
advantages on another modern basis are set - they
are not measured on the basis of achieving better
economic or business results, the so-called
transactional way (price, export, quality, supply) in
comparison with similar or other companies or
branches in individual countries, but from the
aspect of economic contribution of individual
industries to the overall development of the
country, living standards, employment, inclusion
in the world reproductive cycle, etc. sets, traces
and creates in the national economic or global
markets from that perspective. Practice has shown
that there is a direct relationship between the
achieved marketing power and the total strength of
the company, looking at marketing strength as a
composite index consisting of several factors. The
new role of the state as a catalyst is crucial in this.
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CONCLUSION

The management of innovations and creations
takes place in a dynamic, ie. technological
environment, which has changed dramatically and
is still changing rapidly, so that the changes that
occur in the context of globalization are difficult to
monitor, but also to adapt permanently. In this
way, the interdependence that exists between the
idea and the innovation is explained, ie. that there
is no innovation if there is no idea, and that an idea
can exist without innovation. Therefore, a new
logical conclusion is drawn that the relationship
between idea and innovation should be viewed as a
relationship between the whole and the work in
which the whole can exist without the work, or
parts, but that the part cannot exist without the
whole. Technology and innovation policy must get
their rightful place in economies such as the
countries of the region. This does not only mean
declarative support for company projects,
institutes, scientific institutions and the concrete
operationalization of the adopted development
strategies in the coming period. The state should
have an integrative role in knowledge management
on a broad economic basis by creating
technological and innovation policies as an integral
part of the overall economic policy. In this context,
it is necessary to refocus specific subjects and
adapt the instruments of technological and
innovation policy in the conditions brought by the
challenges of globalization. The inevitability of
globalization does not exclude the opposition and
protests of certain organizations that believe that
globalization is one of the main causes of
widening the gap between rich and poor. This
gives new policy importance for the promotion of
research cooperation, acceleration of business
networking and clustering, by improving
institutional ties, diffusion of technology and
increasing employee mobility. The next important
step that public authorities must take is to ensure
the framework conditions for innovation
management. These include competitiveness
policies to increase competitiveness through
innovation, but also to accelerate scientific
research, education and training policies to
develop the necessary human capital, regulatory
reform policies to reduce administrative burdens
and institutional rigidity, financial and fiscal
policies to increase employee mobility and
strengthen knowledge flows , foreign investment
and trade policy towards strengthening
technological diffusion and regional policy to
improve complementarity between different levels
of government initiatives. The benefits of modern
development will be available to countries around
the world if they are willing to innovate and work
together to create a free business environment
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(focusing on integrity and the rule of law,
increased  investment in  information and
communication infrastructure) and to invest in
education to create the best trained and equipped
staff to work in a global economy.
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SUMMARY

Management of innovation and creation takes
place in a dynamic, i.e. technological environment,
which has changed dramatically and continues to
change rapidly, so that the changes that take place
in the conditions of globalization are difficult to
keep track of, but also to adapt to them
permanently. In this way, the interdependence that
exists between an idea and an innovation is
explained, that is, that there is no innovation if
there is no idea, and that the idea can exist without
innovation. Therefore, a new logical conclusion is
drawn that the relation between idea and
innovation should be seen as the relation of the
whole and the part in which the whole can exist
without the part or parts, but that the part cannot
exist without the whole.
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