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An important factor in maintaining a competitive advantage and efficiency in a knowledge-based economy is the ability to
introduce innovations constantly. Considering the idea of sustainable development which has been discussed globally,
nowadays innovations must have at least a neutral impact on the environment and society. The ability to create innovation
is in turn determined by the business strategy adopted by an enterprise. Such a strategy, involving long-term planning and
actions aimed at development, is primarily oriented towards the introduction of innovations that enable the dynamic
development of a company. The innovative process in enterprises is characterized by specific features. Regardless of the
adopted innovation implementation model, it is required to acquire skills and establish relationships with the environment.
An innovative enterprise as a learning organization.
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| 1. Innovation Typology and Innovation Activity

While considering the search for relationships between business strategies and the results of innovation in production, it
should be emphasized that currently all economic processes show a strong relationship with new technologies and
innovations. One can even say that they are interdependent. In addition, researchers must find an answer to the
frequently asked question: what kind of innovation or technology should be used in an enterprise’s economic and social
life in order to generate an appropriate rate of return?

Definitions of innovation can be found in the works by LIZIBIAISIEIZBINLY  Some authors claim that innovation is the

creation of a new idea and its implementation in a new product, process, or service, which may result in the dynamic
growth of the national economy and employment rates, as well as the creation of pure profit for the innovative business
enterprise 1. In general, the concept of “innovation” is quite a complex and multifaceted subject in research, but there is
still no definition of innovation that has been generally accepted in science 22, There are several main ways to analyze
this term. Schumpeter, who may be called the father of the theory of innovation in the economy generally, considered
innovations as technological changes of an economic nature, as the use of newly formed associations of productive
forces to solve business problems 3. According to Twiss, innovation is a process that contains science, technology,
economics, and management, as it is working out a new way to conduct an enterprise and extends from the appearance
of the idea to its commercialization in terms of production, exchange, and consumption (4],

Innovation, as a process, is long and cumulative way of performing a lot of organizational steps, starting from the phase of
generating a new idea to its implementation phase. Through the implementation process, a new idea is developed and
commercialized into a new marketable product or a new process with a subsequent cost reduction and increased
productivity 211,

There are many discussions and concerns on how innovation should be measured at each stage. Some authors, such the
authors of (121181 syggest measuring new and improved products as the output of innovation, which is considered new
product development. West et al. 4 and Akgun et al. 28 propose measuring improvements in processes and methods,
while Czarnitzki and Kraft 19 propose measuring the market success of innovation, suggesting the “ratio of innovative
product sold in the market to total sales”. Considering market aspects, Elenkov and Manev 1€ discuss indicators of the
success of new products on the market and indicate that the rate of success of new products on the market may be very
vulnerable and never reach 100%.

Some authors refer to patent applications for innovation 221 however, Makri and Scandura 22 suggest measuring the
importance of patents in terms of patent citations. It is also worth mentioning the works by [231241(25](26]1271[28] \hich develop



the concept of output performance, including financial, temporal, market, and product-related factors.

Innovativeness is the condition of having a competitive advantage. However, with a broader perception of innovation,
researchers can see that the combination of knowledge is essential for the creation of new products, ideas, and
technologies [2ABABLEAES] The process of commercializing innovation has been categorized by 24 and includes idea
generation, initial application, feasibility determination, and implications. Another important aspect of organizational
innovation is that it should be adapted to both the needs of the organization and the market.

As global competition rises and product life cycles shorten, the pressure to innovate is growing. Achieving low costs
together with high quality is no longer a guarantee for success and earning a lot of money 22, Most innovation projects
fail systematically due to being managed as raw technology projects. The internal and centralized approach to R&D is
becoming obsolete in most organizations. More open forms of innovation are required in which internal and external ideas
are leveraged across the organization 28],

Currently, there has been a focus on organizational resources and capabilities as the main sources of competitive
advantage. In the past, companies developed strategies to minimize product costs by optimally combining land, labor, and
capital. In the second part of the 20th century, a fourth dimension, knowledge, was added to these three economic inputs.
All scientific, technological, organizational, financial, and commercial steps which lead to, or are intended to lead to, the
implementation of innovations are defined as innovation activities 2,

2. Oslo Manual and Community Innovation Survey 2018—How Should
Innovation Activity Be Measured?

The fourth edition of the Oslo Manual is an international source strongly committed to creating a database supporting
innovation investments. The 2018 edition of the Oslo Manual includes enhanced guidance to reflect changing user
interests and accumulated practical experience. The manual measures scientific, technological, and innovation activities.
Better measurements of innovation as well as its impact on economic growth and sustainable competitive advantage are
key to coordinating innovation policies across countries BZ. The choice of countries analyzed was determined by the
availability of data in the Community Innovation Survey (CIS) 2018 [28],

The CIS is the reference survey on innovation in enterprises. It has been the reference for information on business
innovation in the EU since 1992. After the fourth revision of the Oslo Manual in 2018, the CIS underwent a substantial
change. (Revision efforts were directed to improve the quality of the CIS data as well as to increase the efficiency of data
production; to take account of major aspects of the revision of the Oslo Manual; to increase policy relevance of the CIS
informative content; and to increase the usability of the statistical outputs of the survey B9). The CIS 2018 was carried out
in the following countries: EU member states, Norway, Iceland, Switzerland, Turkey, Serbia, Macedonia, and Montenegro,
but data for the last three countries are not disseminated in Eurobase. An innovation for CIS data collection means a new
or improved product or process (or a combination thereof) that differs significantly from the entity’s previous products or
processes and that has been made available to potential users (as a product) or brought into use by the entity (as a
process) 28, The CIS is designed to provide information on the innovativeness of business economy sectors. It analyzes
innovation outcomes which depend on enterprises’ business strategies. Innovation activity is measured by inputs and
outputs.

3. Business Strategy and Innovation—Input and Output towards Creating
Sustainable Competitive Advantage

Strategy is a key element in a company’s long-term competitive advantage. Andrews 49 was one of the first theorists who
showed the differences between a business strategy and a corporate strategy, stressing that a strategy should be seen as
a conscientious plan to align the enterprise with opportunities and threats posed by its environment. Business strategy is a
wide and diverse field. It can be traditional or innovative 411, It is the outcome of decisions with respect to an enterprise’s
environment, structure, and processes 42, While there are a lot of papers concerning the relationship between innovation
and strategy in efforts to create a sustainable competitive advantage “3I44145][46][47](48] there are still few works exploring
how enterprises with different strategic orientations create product and process innovation 329 or how firms with
different strategic orientations manage innovative practices Y. The study of Zahra and Covin Bl emphasizes the
importance of companies’ performance. Ritter and Gemiinden 52 draw attention to technological and network
competence in innovation. Considering business models, business strategies, and innovation, Teece B3 concludes that a
business strategy is a narrower concept than a business model. This means that an analysis of the link between a
strategy and business model is needed to protect a sustainable competitive advantage. Most often, non-innovative



enterprises do not make significant changes in the business model 24, Badiru B2 analyzes innovation and innovative
activity in the form of a chosen strategy as strategies for managing, allocating, and synchronizing the organization’s
technological tools, manpower resources, and work processes to achieve a given result in an efficient and targeted
manner.

As for innovation activity in manufacturing, inputs are related to a favorable innovation environment and outputs are
defined as the results. The results mean innovation. A strategy is the input, and innovation is the output (Figure 1). The
input for innovation activity in manufacturing is the innovation strategy, and the output is the product and process
innovation—as the effect of one of ten innovation strategies BZB8l: improving existing goods or services (1), introducing
entirely new goods or services (2), reaching out to new customer groups (3), customer-specific solutions (4), low-price
strategies (5), high-quality strategies (6), a broad range of goods and services (7), key goods and services (8), satisfying
established customer groups (9), standardized goods or services (10).

Innovation activity
BUSINESS
‘ e ‘ INNOVATION

Innovation activity in manufacturing based on CIS 2018

PRODUCT
INNOVATION INNOVATION
STRATEGY AND
(1,2,3,4,5,6,7,8,9,10) PROCESS
INNOVATION

Figure 1. Innovation activity in manufacturing—from strategy to innovation. Source: own elaboration based on 28],

The input business strategy is given by the enterprise’s evaluation of its cost of production compared to that of its
competitors. However, innovation also requires a human resource strategy, financial strategy, etc. 8. Nowadays, all
economic processes are closely related to innovations, and a new breed of innovation—open innovation—has become a
managerial imperative. Open innovations may allow for the creation not only of new products and processes, but also of
new complementary links in the value chain 1. Open innovation is a collaborative model that enhances innovation.
Considering that the innovation ecosystem is characterized by numerous interactions between its various components, it
should be emphasized that the innovation input has a significant and positive impact on countries’ innovation output &4,
Researchers who focus on innovation ecosystems and sustainability point out that participating in an innovation
ecosystem brings benefits to the entities involved B8], Including R&D and innovation activities is particularly important for
small- and medium-sized enterprises, as these strategies are crucial for increasing the company’s productivity,
competitiveness, and ultimately survival 52,

The multifaceted nature and complexity of innovativeness and innovative activity as a result of many social, economic,
and spatial processes and phenomena mean that research in terms of the importance of innovation for the development
of enterprises is a complex problem. Among theoreticians and practitioners dealing with this subject, there is an
agreement that innovation cannot be measured with one or more indicators, thus the important research problem is the
selection of methods and measures for assessing innovation. This applies to both analyses on a global scale and
analyses limited by territory, e.g., to the area of the European Union. Moreover, as the authors of this research wish to
point out, the measurement and evaluation of the operation of innovative strategies are an extremely difficult process to
grasp and study. Additionally, it is presumed that, according to the authors’ best knowledge, the process of the impact of
innovative strategies on the activities of enterprises has not been examined before.
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