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1. Executive Summary

Purpose of the Survey and Barriers to Innovati@oriefor Boshia and Herzegovina is
to collecting of key data on the subject of RTD dndovation activities undertaken by
SMEs. It is a continuation of National Report on ERR&D&I Programmes and Initiatives
project MAPEER’s - WP2 (written during May and Ju¥10), focused on SMEs and
Business Supporting Organizations and Institutiaaive in Bosnia and Herzegovina, and
their experiences, needs, barriers and objectivescdnducting Research, Technology
Development and Innovation (RTD&I) activities. Rejpis the result of survey performed on
SME and Business supporting sector which have gadhelevant data on the issue of SME
vs. RTD programmes (active and closed) in the peoiolast five (5) years. It's also a result
of a number of interviews with managers of RTD pamgmes and/or responsible persons in
National/Regional Ministries. Hopefully, this docant and its conclusions will significantly
contribute to better understanding of RTD&I franme Bosnia and Herzegovina from the
perspective of SME sector.

In the survey, following subjects and entities werddressed with the goal in
collecting of relevant data on RTD&I activities:

1. Local SMEs, in total number of 38 (n=38), ofitubnich 20 RTD active and 18 RTD
inactive (according to the default project MAPEERteria). SMEs are addressed with
MAPEER questionnaires (sent by mail or fax or dmkd personally) or face-to-face
interviews.

2. SME stakeholder organizations/institutionstatal number of 4 (n=4). They have
been addressed with MAPEER questionnaire desigoedcritities considered as Business
Supporting Organizations. Additionally, this growgso includes representatives from
National/Regional Ministries, Institutes, Universit and other SMEs stakeholder entities,
which have been addressed by face-to-face intesviawd through participation on the project
MAPEER Round table event organized in April 201Gt vparticipation of 30 representatives
of SME stakeholder group).

Collected data from filled questionnaires and ndtes face-to-face interviews were
transferred to on-line tool for conducting of arsdy (www.surveymonkey.com) and
managing of information.

Like in the other European countries, share of SMEthe economy of Bosnia and
Herzegovina is predominant. SME sample used for FBR survey is defined through the
analysis of available R&D&I programmes in Bosnial dferzegovina, where MAPEER team
collected information on the SMEs - programme bieigfes. Reasons for this decisions are
in facts that official statistics for SMEs in Bitbés not comply with EU methodology and
practically does not exists, and, on the other hgateral conclusions and evaluations of
SME stakeholders are confirming SMEs are stilldmtoted to RTD&I activities and that the
percentage of the ones which can be consideredTaés fRogramme active vs. the total
number of SMEs in Bosnia and Herzegovina (in thal taccordance with MAPEER criteria)
is extremely low (under the figure of 0.2%).
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MAPEER S

ME

Table 1: SME profile - Bosnia and Herzegovina

RTD programme active
SMEs

RTD programme inactive
SMEs

FTE dedicated to RTD activities

Located in technology park 0% 0%
Integrated in cluster/technology
platform 0% 16,70%
33 % are older than 1
Year of foundation 60 % are older than 10 yeaysars
55 % of SMEs has6l % of SMEs ha

dedicated up to 10% of FT,|
for RTD

Ededicated up to 10% ¢
FTE for RTD

=N

expenditure

of total annual expenditure

45 % of SMEs has RTI
Annual RTD expenditure to totalexpenditure of up to 10 9

D55 % of SMEs has RTL
vexpenditure of up to 10 ¢
s of total annual expenditure

RTD income in relation to totd
income

from RTD activities

45 % of SMEs has up to 1
1% of total income coming % of total income coming

072 % of SMEs has up to 1

from RTD activities

D

0
S
0

Competition

Moderate
environment

competition

1 Strong competition
environment

Internationalization

Weak (local/regional marke
orientation)

tWeak (locall/regiona
market orientation)

30% of RTD active SME
have more than 50% ¢
current sales coming fro

533% of RTD active SME
fhave more than 50% ¢

ncurrent sales coming from

D

f

Current sales from new omew or substantially new  or substantially
substantially improved improved products improved products
products/processes /processes /processes

Job creation/sustainment up to 5 job positions oup jbb positions

Own RTD department 35% 16,70%

Patents 0 % has patents 0 % has patents

RTD and innovation strategy

defined 40% 22%

Development of totally new

products/processes 65% 48%

Satisfied with internal RTD 35% 35%

Devotion on more resources 0On 22 % devote more
RTD&I 55 % devote more resourcesesources

Source: MAPEER Survey 2010

In total, SMEs in Bosnia and Herzegovina are irgtee in R&D&I programmes, but facing
many barriers to overcome, and having many needslfib in order to involve R&D&I
activities in their business on the daily basesnedal impression is that a number of
supporting activities should be initiated simultangly in order to get fast outputs indicating
actual enhancement in the scope of SMEs vs. R&D&jmmmes.

Going from chapter to chapter of this report, inisvitable to once more indicate the problem
of unarranged statistics on SME sector in Bosnid Herzegovina. Data regarding SME
sector and its R&D performances can not be foundEQRROSTAT, OECD databases,
European Innovation Scoreboard or other statisti@thbases. Adjustment of statistical
system for monitoring of SME sector and its perfantes (including the R&D) is a basic
precondition for Bosnia and Herzegovina, to stettdy policy making for SMEs in general.
For SMEs in Bosnia and Herzegovina, both RTD progne active and RTD programme
inactive, significance of barriers for their invelment in R&D&I activities are almost equally

5
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distributed between knowledge, financial, prograefated and external. Therefore, the
measures and future programmes should have andeccowltiple impact.

Analysed needs of local SMEs are confirming presen€ strong demand for actions
undertaken by the organizations/institutions comsd as SME stakeholders, aimed on
raising the internal capacities for RTD (knowledgaation of financial schemes of support
to RTD (with increased amounts of financial resesrdor distribution) and adjusting of
available RTD programmes to fit more to SMESs caltas and capacities.

In order to raise competitiveness of SMEs, esplgcial terms of R&D&I performances,
Bosnia and Herzegovina needs to:

1. Strengthen capacities of National/Regional aitibs, Research organizations and
SMESs to prepare, participate and perform R&D&I Resgmes.

2. Increase the total amount of financial resoufoe®R&D&I programmes for SMEs,
as well as the amount of grants/loans per projerigsed by SME.

3. Create better environment for R&D&I activitiesciuding the development of
specialized laboratories for specific industriaitees.

4. Promote R&D&I activities of SMESs, as an optiar flevelopment/improvement of
products and increase of income.

6 Version - issue date: January 29, 2010
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2. Introduction

The present document is deliverable 3.3 (SurveyadriBrs National Report) under WP3 -
End-users’ (SMEs and EU stakeholders) needs, mmeints and feedback to overcome
barriers for innovation activities.

National questionnaire surveys and in depth ingavsi with SMEs targeted to identify and
capture the needs and barriers with respect tovation that the different types of SMEs
actually face in every country and the various iratn strategies of those SMEs. In parallel,
they also targeted to gather the SMEs views ontiegisational / regional programmes
characteristics in comparison to their needs.

Overall, this National Reports provides a concigesentation of the MaPEeR SME findings
with respect to Bosnia and Herzegovina:

« SMEs main characteristics, needs and barriersrtovation at cross-sectoral level and
within the respective national context.

* The innovation processes (alternative innovatiothyways, role of research for SME)
followed by the different types of SMEs in the resfive countries

* The strengths and weaknesses identified per ty@ifs (RTD active and inactive)

* Recommendations on how to overcome barriers toviatian from the different points of
view (SMEs and SME stakeholders)

These findings were collected through a questioensiirvey and in depth interviews with

SMESs aiming to identify and capture the needs arddys with respect to innovation that the
different types of SMEs actually face in every cioyand the various innovation strategies of
those SMEs. In parallel, they also targeted to eyathe SMEs views on existing national /
regional programmes characteristics in compariedhdir needs.

In more detail, input for the report via the difat main actors:

7 Version - issue date: January 29, 2010
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¢ Individual SMEs * SMEs characteristics (SME Profile)

* Benefits from participating in national / regioi&D programmes
(R&D active SMEs)

* Reasons for not participating (R&D inactive SMES)

* SMEs needs, barriers and interests in innovation

* Key factors for programme success and failure
Programme characteristics responding to SMESs' needs
* Perceived impact of programme on SMEs

* Views on future expectations about national / regigrogrammes

On line questionnaire — Interviews
L]

* Views on good practice cases of programmes

* SME associations/| ® Sectoral specificities in terms of needs, barriensl interest tg
Clusters innovation

* Key factors for programme success and failure
* Programme characteristics responding to SMEs' needs

* Sectoral or general views on current programmesedisas future
expectations

Interviews

e Sectoral or general views on good practice cases

The report is presented through 5 main chapterartAy the Executive summary (Chapter 1.)
and Introduction part (Chapter 2.), the report has:

- National SME landscape and structure (Chaptem@f),information on the present
situation in the SME sector in Bosnia and Herzeg@wn terms of doing R&D,
participation in RTD programmes, their performanaed other relevant elements,
based on available information gathered from cgtmstrategic documents.

- Main findings on SMEs from MAPEER SME project (Ctexp4.), based on actual
findings and opinions expressed by RTD programntigednactive SMEs collected
in comprehensive interviews conducted on the satapigeted by MAPEER project.

- Main conclusions (Chapter 5.) of the report, whickild serve policy makers in
defining future measures, actions and programnresufoport to R&D projects of
SMEs.
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3. National SME landscape & structure

In order to understand the National SME landscayges&ructure for Bosnia and Herzegovina,
it is important to know the following facts:

Bosnia and Herzegovina is a decentralised couatrysisted of two entities (which are most
similar to federal units) — Republika Srpska anddfation of BiH. Since there is no
organized gathering of data on SME performanceg;wtould provide an overview for the
whole country, all the information for the reporen& collected by using the statistics and
strategic documents of Republika Srpska (RS) améia¢ion of BiH (FBiH). Country level
data are basically a sum of the data collectedherentity levels.

3.1. Analyzing the Number of SMEs per country in mece detail

The SMEs structure in Bosnia and Herzegovina isneséd on the basis of available data.
There are no precise data, because there is nodefitiition on the state level, and different
institutions (statistics and tax institutions, Hendund, etc.) present SMEs data in different
ways.

The total number of enterprises obtained is baseiti® data from:

1) “Strategy of SME development in Bosnia and HerzéwovBiH) 2009 — 2011
(national level),

2) “Strategy of SME development in Republic of SrpR&) 2006 - 2010”

3) “Development of small and medium entrepreneurshig-@éderation of Bosnia and
Herzegovina (FBiH)”,

4) “Innovation activities statistics in Republic ofpSka for the period 2006 - 2008” —
experimental pilot research conducted by the unstitor statistics of RS.

Bosnia and Herzegovina has 161.295 of SMEs. Acngrth the EU SME Definition, most
companies in BiH are SMEs (more than 96 %).

From the total number of SMEs, 93,6% are the oridtswvot more than 9 employees; 5,5%
have between 10 — 49 employees, while 0,9% em@b69speople and more.

3.2. Analyzing the Number of SMEs divided per MaPER SME sectors

Distribution of SMEs per main sectors, shows preidamce of Trade and Services sector
where more than 50% of SMEs are actually active.

. Wholesale and Retail sector - 40,04%,

. Catering industry (hotels and restaurants) 511%,
. Manufacturing - 13,03%

. Transport, storage and communication - 9,26%
. Real estate, rental and similar services - 7,47%
. Construction - 5,02%

. Health and social services — 0,33 %

~NOoO Ok, WNPRE
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Regarding the MAPEER SME defined sectors of ICT Bndironmental technologies, there
is no specific data available for these sectors.

Distribution of SMEs in sector is presented in fiblllowing table.

Table 2. Distribution of SMEs per sectors ifBiH

% SME
Sector
per sector
Agriculture, hunting and forestry 3,04
_5 Fishing 0,07
S [Mining 0,24
8 |Manufacturing 13,03
& |Electricity, gas & water supply 0,39
Construction 5,02
" Trade, certain repair motors 40/04
8 | Catering 13,51
2 | Transport, storage, communication 9,26
$ Financil intermeditation 0,62
Real estate, renting, services 7,47
2 | Public administration; defence; compuls. socialisieg 3,85
§ Education 0,08
8 [Health and social welfare 0,83
a | Other social & personal service 2|06
& | Extra-territorial organizations and bodies 0,00
< [Other 0,99
TOTAL 100,00

Source: Small and Medium sized Enterprise Developi8trategy in Bosnia and Herzegovina 2009 - 2011.

3.3. Analyzing the number and performance of RTD atve/inactive SMEs
on country level (national findings...)

R&D indicators are based on “Innovation activit&stistics in RS for the period 2006 -
2008" — experimental pilot research conducted ensdéimple of SMEs in the entity Republic
of Srpska. This experimental pilot research is cated by the Institute for statistics of
Republic of Srpska and presents the only relevantmation on R&D activities of SMESs in
Bosnia and Herzegovina. R&D performances of SMEsnaonitored in terms of introducing
innovations in products, processes, marketing agdnization. The research have confirmed
following:

- Product innovations have been introduced by 28,608MEs.

- Process innovations have been introduced by 37#8MEs,

- Marketing innovations have been introduced by 3% 18 SMEs,

- Organizational innovations have been introduce@®$8% of SMEs.

When analysing the expenditure of SMEs for implematon of their R&D activities,
innovative small enterprises are financing R&D \titis in the amount of 4,01 % of their
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annual income. Additionally, innovative medium eptéses are financing R&D activities in
the amount of 4,35 % of their annual income. Thacstire of expenditure is shown in the
following table:

Table 3. Expenditure for R&D activities (percentageof annual income)

Type of expenditure Expenditure by small Expenditure by medium
innovative enterprise sized innovative enterprise
(percentage of total annual | (percentage of total annual
income) income)

Internal R&D 0,31 % 0,63 %

External R&D 0,03 % 0,09 %

Acquisition of machinery,| 3,41 % 3,17 %

equipment and software

Acquisition of other 0,01 % 0,01 %

external knowledge

Education and training for 0,09 % 0,09 %

innovation activities

All forms of design 0,02 % 0,03 %

Marketing expenditure 0,14 % 0,34 %

Total 4,01 % 4,35 %

3.4. The innovation processes (alternative innovatn pathways) followed by
the different types of SMEs in the respective counes (as reported in
national studies and available surveys)

So far, studies and surveys concerning the innowatirocesses of SMEs in Bosnia and
Herzegovina have not been conducted. However traflegiic documents are registering the
need to provide better support to the processamofation and technology development, in
order to raise competitiveness of local SMEs im&pf local, regional and global economy.
In the situation of inexistence of operative linketween the scientific and research
institutions, local SMEs have following alternatvier their RTD projects:

- Individual implementation, with no systematic linith scientific and research
institutions,

- Waiting for responsible ministries and institutidndaunch the call for submission of
RTD projects, in order to gain financial supporithapossible inclusion of scientific
and research organizations as partners.

3.5. The strengths and weaknesses identified of SME&s reported in
national studies

When the main strengths of local SMEs are analysteategic documents issued by the local
authorities always give predominant significanceatural resources and their quality and
availability to SMEs. According to Global Entrepeamship Monitor report from 2008, the
economy of Bosnia and Herzegovina is considerddasr — driven, where natural resources
(mines, hydro-power, forests, etc.) are main liafrnational economy.
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Low price of skilled and qualified personnel iscal@ry often nominated characteristic of
local SME sector and its competitiveness, butiimgeof R&D projects this issue is not so
relevant (more relevant for productivity).

On the other hand SMEs in Bosnia and Herzegovina:ha
- Insufficient internal capacities for innovation aeghnology development,
- Poor links with the scientific and research insiitas,
- No locally available laboratory capacities for $e@hd research projects,
- Lack of financial resources for research projects.

3.6. Analyzing other national elements of importane (highlighting national
specific elements)

Bosnia and Herzegovina has a tradition of an irrchidtased economy with a significant
role of R&D activities conducted mainly for and layge enterprises. This tradition has been
developed before the war conflict in the 90-iegjrduthe period of planning based economy
active in the former Yugoslavia. Devastation caubgdhe war conflict and beginning of
transition from planned to market oriented econaigyificantly affected country’s system in
general, but especially activities related to R&nhce being the economy structured only
from the large state-owned companies concentrated nmanufacturing, Bosnia and
Herzegovina faced the situation in which SMEs #aeting to play an important role from the
aspect of country’s income, employment and devetwypgmThe system of R&D, which was
adjusted for the needs of large companies, noadsd a new reality - absence of their main
target group and explosion of SMEs. In addition R&iBtitutions suffered from significant
reduction of capacities for conducting R&D projeersd services to companies, displayed
through ruined premises, obsolete equipment, itexxi® of special laboratories, knowledge
and technology gap, administrative and legisldbagiers.

National/Entity policies regarding R&D are basedaodecentralised legal framework.
Operative work regarding the implementation of R@fgrams for SMEs is positioned on
the Entity level of governance. Entity ministrieee aaware of the significance of R&D
activities for economy, but having major obstadlesnvolvement of SMEs in this scope.
Having in mind the fact large enterprises do nadstegnymore as a prevailing factor of
economy, National/Entity programs of support to R&Ee in the phase of adjustment in
accordance with the needs of SMEs. With the feweptions, general notice for the Entity
ministries responsible for science, technology addcation is that they offer support to
SMEs only indirectly, i.e. if SMEs are linked in rgortium with R&D Institution
(Universities and Institutes).

On the other hand, ministries responsible for iti€ntrepreneurship and SMEs are
interested to support R&D programs of SMEs and eadation with R&D Institutions, but
disappointed with the response. Reason for thisatiin could be found in the fact there
programs are defined to support wide range of wiffe activities, where SMEs choose to
apply for getting support in more attractive (“ptat) issues, usually oriented on the short
term objectives. Tailoring of program exclusivelgr fR&D issues of SMEs and R&D
Institutions is crucial for achieving better resulfurthermore, the amount of financial
support offered for contribution to projects of S#&nd R&D Institutions should be higher,
since the existing ones are quite modest to atBisliEs.

12
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Calls for submission of project proposals for peogs of R&D are usually getting
announced once a year, which is considered as legiftle to the needs and activity
dynamics of SMEs. Innovation active SMEs are ngiasition to ask for the support previous
to the public announcement. This brings them inagion in which they have to wait for the
call to start with their R&D project, instead ofttyieg the support after the project is
implemented or at least during the progress of émgntation.

Dissemination activities and promotion in genemalat the low level. Archives of
programs are available on the web pages of prognamaging institutions partially or not at
all. Reports on the actual impacts of R&D projestgpported by programs in terms of
employment, generation of income, raising of praidity and competitiveness are not
available or not being written at all. Promotionseipported projects is raising awareness of
public in general on the issue of R&D significarmeel opportunities offered to SMEs.

The majority of SMEs in Bosnia and Herzegovina hatagted their activities after the
war conflict in 90-ies. Starting as small comparfieen the opportunities identified on the
ruins of the previous system, they are in lackagfazities for implementing R&D projects, as
well as the recognition and preparation of suclegtgproposals. This makes one of the major
obstacles faced by the SMEs in the process of @gfmin to announced public calls. More
concentrated on the short term goals, SMEs choagggms and activities which could bring
them fast benefits, rather then R&D opportunitieepaortant for their long term
competitiveness. Adopting standards of Quality Mpmaent System and other production
and administrative certificates were, and stillose of the most popular activities demanded
by the SMEs to be supported by the programs oftntinistries. Additionally, missing of
the dialogue with Universities and Institutes, datees their objectives and intentions
towards the activities other then R&D.
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4. Main findings on SMEs from MapEer SME

In order to assess SMEs needs and barriers in dbpesof RTD activities within the
MAPEER project, the project team have conductediraey which included collection of
MAPEER designed questionnaires (previously disteduto SMESs), in-depth (live)
interviews with responsible representatives of SMiaserviews with representatives of
Business Associations/Clusters and official coriolus and recommendations of the National
level Round table event (R + D + | support prograsrfor SMEs in BiH) organized on "2
April 2010.

The following definition of RTD programme activedaprogramme inactive SMEs along the
MaPEeR SME methodology is used:

“SMEs are considered as active when they have b@erolved at least in one science-
research project or programme during the last 5 ygand they are considered as inactive
in the field of science and research when they hawet participated in any science and
research project or programme”.

First baseline for completing the survey were theFEER questionnaires collected from the
total of 38 SMEs (20 RTD programme active/18 RTbgsamme inactive). Furthermore, 10
SMEs (5 RTD active/5 RTD inactive) from the exandrsmmple were interviewed personally
(in depth) in more detailed approach, in orderdm dgnformation, which can not be identified
through the analysis of questionnaire forms.

Significant input for this report was gained thrhug depth interviews with representatives of
4 Business Associations/Clusters active in Bosnihtderzegovina.

As one of the main dissemination activities of fineject, a Round table event was organized
in order to collect the views, opinions and recomdaions of all stakeholders connected
with performing of RTD activities for the benefit SMEs in Bosnia and Herzegovina.

4.1 Overview of SME main information: respondents pofiling

a. Main features of respondents
The survey is conducted in the period betwedhnay and £ September 2010.

Neither of the local SMEs is located in Technolagjjgark/area because of the fact that
Bosnia and Herzegovina has no active organizatimstgltions/capacities of that kind.
However, there are active initiatives of local argations and institutions aimed on
establishing of such supporting capacities, biltistthe initial stage of the process.

On the other hand, cluster initiatives are stilerdout existing. Only,7 % of interviewed
SMEs are actually integrated in one cluster/teatgyplatform.

The year of establishment of interviewed SMEs \&fiem the year 1959 to 2009, with
predominant percentage of SMS established in pwsiict period (after the year 1995) -
approximately 71%.
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Reference year of turnover for all interview SME2009.
Figure 1. Turnover in reference year

Turnover in reference year (2009)

0to 2 million EUR

More than 2 million
to 10 million EUR

More than 10 million
to 50 million EUR

Mare than 50 million EUR

Source: MAPEER Survey 2010

Analysing the values of turnovers in given refeeegears, 82.1% of interviewed SMEs are
positioned in the range between 0 and 2 millionEWR. 12.8% of interviewed SMEs are
positioned in the range between 2 and 10 millidriEWR, while 2.6% are in the range
between 10 and 50 millions of EUR, and in the rapig@ore than 50 millions of EUR.
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Figure 2. Size of SME (according to the number ofreployees)

Size of SME - number of full time employees in reference year (2009)

0 employees —

10-49 employees 462 %

50-245 employees

0
Source: MAPEER Survey 2010

When it comes to employment figures (full time eaygles - FTE), 46.2% of interviewed
SMEs are employing 10 - 49 people, 35.9% are enmoess then 10 people, and 17.9% are
providing employment for 50 - 249 people.

The most frequent sector in which the interview®ES are active is Other manufacturing
(61.8%), followed by Metal (14.7%), ICT (8.8%), Cruction (5.9%),
Mechanical/Metallurgy (5.9%), Transport, Storagd @ommunications (2.9%),
Environmental technologies (2.9%), Renewable eper{fl.9%) and Electronics (2.9%).
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Figure 3. Strategic markets

Geographic markets where SMEs are selling their goods or services
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Source: MAPEER Survey 2010

Main markets of interviewed SMEs are Local/Regiomihin the country (74.4%) or

National (66.7%), while the orientation on the nedréf EU countries (38.5%) and countries
outside of EU (15.4%) is less expressed.
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Figure 4. Evaluation of competition

Judgement of competition in main market(s)

14

Source: MAPEER Survey 2010

Only 5.1% of interviewed SMESs are considering tlweimpetition as weak, while most of
them are judging their competition from moderat® §36) to strong (30.8%) and very strong
(30.8%).
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MAPEER SME

4.2 Analysis of SME R&D&I capacity: active vs inacive comparison

b. Main SME RTD active/inactive groups identified

RTD income vs. RTD personnel

Table 4: Annual RTD income in % of total income vs% of RTD full-time employees (RTD
programme active SME§ n=20

R&D personnel: % of Annual R&D income in % of total income:

full-time employees approximate percentage of total income

dedicated to R&D coming from patents, licenses, royalties,

activities demonstrators, proto-types etc.

Answer Options 0-10% | 11-20% | 21-50% | >50% Response | Response
Percent Count

0-10% 9 2 0 0 55,0% 11

11-20% 0 3 0 0 15,0% 3

21-50% 0 0 2 1 15,0% 3

> 50% 0 0 2 1 15,0% 3

Total 9 5 4 2 20

Source: MAPEER Survey 2010

Table 5: Annual RTD income in % of total income vs% of RTD full-time employees (RTD
programme inactive SMEs) n=18

R&D personnel: % of Annual R&D income in % of total income:

full-time employees approximate percentage of total income

dedicated to R&D coming from patents, licenses, royalties,

activities demonstrators, proto-types etc.

Answer Options 0-10% | 11-20% | 21-50% | >50% Response | Response
Percent Count

0-10% 13 0 0 0 72,2% 13

11-20% 0 2 0 0 11,1% 2

21-50% 0 0 1 0 5,6% 1

> 50% 0 0 0 2 11,1% 2

Total 13 2 1 2 18

Source: MAPEER Survey 2010

Majority of both RTD active and RTD inactive SMEave an annual RTD income of up to
10% of total income and up to 10 % of full time doyees dedicated to RTD activities.
Analyzed relation on the survey sample shows thteppabetween annual RTD income and
RTD personnel. With the increase of the numberutiftime employees (FTE) devoted to
RTD, the annual RTD income is also getting higl&ome major differences between RTD
active and inactive SMEs can not be noticed, atlea the analyzed sample.
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RTD income vs. annual RTD expenditures

Table 6: Annual RTD income in % of total income vsAnnual RTD expenditures in % of total

expenditures (RTD programme active SMEs) n=20

Annual R&D expenditures in % of
total expenditure: approximate
percentage of total expenditures
allocated to R&D expensesgr&D staff
salaries, contracts to outside R&D performers,
acquisition of machinery, equipment and
software, purchase of patents and know-how
from other organizations, training in R&D,
market introduction of innovations)

Annual R&D income in % of total
income: approximate percentage of
total income coming from patents,
licenses, royalties, demonstrators,

proto-types etc.

. Respons Respons
Answer Options 0-10% | 11-20% | 21-50% | > 50% e
e Count
Percent
0-10% 6 3 0 0 45,0% 9
11-20% 3 2 1 0 30,0% 6
21-50% 0 0 2 1 15,0% 3
> 50% 0 0 1 1 10,0% 2
Total 9 5 4 2 20
Source: MAPEER Survey 2010
Table 7: Annual RTD income in % of total income vsAnnual RTD expenditures in % of total
expenditures (RTD programme inactive SMEs) n=18
Annual R&D expenditures in % of
total expenditure: approximate . .
percentage of total expenditures iﬁ‘ggrl:]:l. E&Dr(;r;?rgr;[(ea mer/g eoritt;t{;l of
allocated to R&D expensegr&D staff i - app . fp g
salaries, contracts to outside R&D performers, t9ta Income co_mlng rom patents,
acquisition of machinery, equipment and licenses, royalties, demonstrators,
software, purchase of patents and know-how proto-types etc.
from other organizations, training in R&D,
market introduction of innovations)
Respons Respons
Answer Options 0-10% | 11-20% | 21-50% | > 50% e P
e Count
Percent
0-10% 10 0 0 0 55,6% 10
11-20% 1 1 1 0 16,7% 3
21-50% 2 1 0 1 22.2% 4
> 50% 0 0 0 1 5,6% 1
Total 13 2 1 2 18

Source: MAPEER Survey 2010

Majority of interviewed SMEs (45% of RTD active ab,6% of RTD inactive) are spending
up to 10 % of their annual expenditures on R&D \dii#is. Analyzed data show slightly

higher rate of success measured by R&D income by Rdtive SMEs, where 33,3% of RTD
active SMEs achieves R&D income in the range betwge-20% of their total annual

income, with the expenditure of up to 10% of taahual expenditure. RTD programme
inactive SMEs with the same range of total annxakeaditure (up to 10%), do not exceed
10% of annual income coming from R&D.
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Current sales vs. jobs created or sustained

Table 8: Proportion of current sales from new or sbstantially improved products or processes
introduced since 2005 vs. job positions created gustained as a result of introducing new or
substantially improved products or processes sinc&05 (RTD programme active SMEs) n=20

What proportion of your
current sales comes from
new or substantially
improved products or
processes introduced since
2005?

How many job positions have been created or
sustained in your company as a result of
introducing new or substantially improved
products or processes since 2005?

Answer Options .0-5 5-10 11—20 21-30 31-40 Response | Response
jobs jobs jobs jobs jobs Percent Count
0-10% 3 1 0 0 0 21,1% 4
11-20% 3 0 0 1 0 21,1% 4
21-30% 1 0 0 0 0 5,3% 1
31-40% 0 1 0 1 0 10,5% 2
41-50% 0 2 0 0 0 10,5% 2
> 50% 3 2 1 0 0 31,6% 6

answered question 19

skipped questior 1

Source: MAPEER Survey 2010

Table 9: Proportion of current sales from new or sbstantially improved products or processes
introduced since 2005 vs. job positions created sustained as a result of introducing new or

substantially improved products or processes sincg05 (RTD programme inactive SMEs) n=18

What proportion of your
current sales comes from
new or substantially
improved products or
processes introduced since
2005?

17

How many job positions have been created or
sustained in your company as a result of
introducing new or substantially improved
products or processes since 2005?

Answer Options _0-5 _6-10 1_1-20 2_1-30 31-40 Response | Response
jobs jobs jobs jobs jobs Percent Count
0-10% 5 1 0 0 0 33,3% 6
11-20% 0 0 0 0 0 0,0% 0
21-30% 2 1 2 0 0 27,8% 5
31-40% 0 0 0 0 0 0,0% 0
41-50% 0 0 1 0 0 5,6% 1
> 50% 2 2 0 0 2 33,3% 6
answered guestion 18
skipped questior 0

Source: MAPEER Survey 2010

Proportion of sales coming from new or improveddorcs is higher than 21% for 57,8% of
RTD active SMEs, and 66,6% of RTD inactive SMEsgertion of sales coming from new
or improved products is exceeding 50% of curretdssan more than 30% of SMEs (31,6 %
of RTD active and 33,3 % of RTD inactive). Mostduent answer on the number of new job
positions is up to 5 (equal or over 50 % of casedh in RTD active and RTD inactive

SMES).
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Cross analysis (sales vs. jobs created) are no ispoany differences between RTD
programme active and RTD programme inactive SMEs.

FTE of RTD programme active/inactive SMEs dedicatedo RTD

Figure 5: % of full-time employees dedicated to RTDactivities

R&D personnel: % of full-time employees dedicated to R&D

12

RTD
programme

8 active SMEs,
n=20

10

= RTD
41 programme

inactive SMEs,
0 .

0-10% 11-20% 21-50% > 50%

Source: MAPEER Survey 2010

Presence of R&D personnel shows no significanedifices between RTD programme active
and RTD programme inactive SMEs. Most of the intmed SMEs (equal or more than 50%
of them) have up to 10 % of FTE dedicated to RTD.

Annual RTD income of RTD programme active/inactiveSMESs of total income
Figure 6: Annual RTD income in % of total income

Annual R&D income in % of total income

14
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10 RTD
programme
active SMEs,
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programme
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0-10% 11-20% 21-50% > 50%

Source: MAPEER Survey 2010

Only 10% of RTD programme active SMEs have more th@% of their income coming
from R&D, while the percentage of RTD programmecinge SMEs is just slightly higher
(11,11%).
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Annual RTD expenditure of total expenditure (RTD programme active and inactive
SMES)

Figure 7: Annual RTD expenditures in % of total exgenditures

Annual RTD expenditure to total expenditure
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Source: MAPEER Survey 2010

Exactly 50% of both RTD programme active and RTBgoamme inactive SMEs have R&D
expenditure in the percentage which does not exceé@¥ of total annual expenditure.

Innovation capacity

Figure 8: Research and innovation record of SMEs itheir sectors in 2005 and 2010
(n=38)

How would you judge your firm’'s research and innovation record
within your industry in the past and now?
30 - 27
25
20
O Leading
15 s m Average
11 0O Lagging
10
5 A 3
0
0 |
5years ago Now (2010)

Source: MAPEER Survey 2010
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When it comes to the innovation capacities of SMBErviewed representatives of SMEs
stated that their research and innovation recoithfgoved in the period of last 5 years. In
this moment almost 29% of SME claim they have dilgaresearch and innovation record in
their industrial branch, while 71% claim they are average. Major progress is recorded in
the sense that there was not a single SME whiémethit is lagging with their research and
innovation record. Comparing it with the situatiore years ago, only 11% of SMEs claimed
they are leading, 53% claimed they are on the gecemd 36% they are lagging with their
research and innovation record within their industr

—

The global crises left its impact on sales of newifnproved) and established products ¢
SMEs. Only 15 % of RTD active SMEs had actually djagmpact on sales of new (o
improved) products. Neutral impact of crises ha&o4%vhile 40% claimed bed impact orf
sales of new (improved) products. On the other h#émel order of percentages for this issye
for RTD inactive SMEs was: 22% - good impact, 44feutral impact and 33% - bad impact,
The impact of global crises on sales of alreadwldisthed products has no significant
differences compared to new (or improved) produntsh for RTD active and RTD inactive
SMEs.

4.3 Track record of SME patrticipation in R&D&I prog rammes

c. Profile of respondents in relation to their track record in programmes
In tracking the record of SME participation in R&Dg&rogrammes, it is important to stress
that SMEs from Bosnia and Herzegovina rarely pipdied in any of EU fundel&D
programmes. Some programs (including Frameworkr@mme, COST and EUREKA)
became available at the end of 2008 and beginrfi@§@. Therefore, participation of local
SMEs in EU funded R&D programmes was very rarey(@rllocal SMEs from the sample
actually participated). In other words, local SMigsticipated predominantly on programmes
announced by the state institutions and internatiorganizations active in Bosnia and
Herzegovina.
It is also important to notice that due to a venat number of existing RTD programmes for
SMEs (only 5 of them are mapped) in Boshia and egrzina, some question in the survey
could not be applied for local SMEs. For exampieges the local SMEs have patrticipated
only in one national/regional RTD programme, coriguar of participation experiences with
other active programmes can not be conducted (SME® 0t compare their experiences from
participation in RTD programmes, if they have altyuygarticipated in only one programme).
Participation of SMEs on more than one RTD progransmot registered. Nevertheless,
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Figure 9: Participation in national/regional and/or EU RTD programmes in the last 5 years

(n=38)

last 5 years?

No; 47,4%

Yes; 52,6%

Did you participate in national / regional R&D programmes in the

OYes
E No

Source: MAPEER Survey 2010

Programme participation of RTD programme active SMEs

Table 10: Breakdown by different national/regionalRTD programmes SMEs have participated

in (n=20)
SME frequency
(within the

Programme survey sample) %
Program podsticaja uvodenju inovacija i novih tehnologija
u MSP 11 55
Transfer za poticaj razvoja poduzetniStva i obrta -
Podprogram Stvaranje inovativne ekonomije 6 30
Program podrske naucno-istrazivackim projektima u FBiH,
Podprogram Podrska naucno istrazivackim projektima od
znacaja za Federaciju BiH 0 0
Program osnovnih, primjenjenih i razvojnih istrazivanja u
RS 0 0
Program Excellence in Innovation 3 15

TOTAL 20 100

Source: MAPEER Survey 2010
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d. Innovation paths of SME respondents

The respondents assigned a rank on the agreente(l depresenting highest agreement on
statement) related to statements about the inravatiocess.

Table 11: Innovation Statements (n=38)

RTD RTD
programme programme
Innovation statements active SME | inactive SME
(Average) (Average)
n=20 n=18

| am satisfied that my innovation needs are mahtsrnal
R&D. 3,30 3,35
When | bring in or jointly develop an outside teology,
it is to address an incremental product development 3,61 3,89
When | bring in or jointly develop an outside teology,
it is to address a breakthrough product. 4,00 4,00
| typically work with 'well known, mature technolieg
used in other applications, too. 3,31 3,83
| typically try to develop something entirely new. 3,47 3,59
When something is developed internally that doef#in’t
with my business model, we have a practice ofregliP
or letting the idea into the market place. 282 2,80
When something that was initially developed intdynia
deemed 'dead’, efforts are made to find compamies o
partners that might be interested in it. 2|64 2,80

Source: MAPEER Survey (2010)

Average marks on innovation statements of SMEs sty negligible differences between
RTD active and RTD inactive. Statements which cdaddconsidered as indicative are the
ones regarding IP rights, selling of idea on thekaia and finding companies or partners that
might be interested in it. Representatives of cangsado not agree with the statement on not
putting any additional efforts for projects deenasd'dead” and looking for partners or
companies that might be interested in it.

RTD&lI strategy

In MAPEER survey, innovation capacity of SMEs iscafinalyzed through questions on the
existence of in-house research and innovation tieeat within companies, as well as the
existence of strategic framework (RTD&I Strategy) future period. Within RTD active
SMESs, 54% has a separate (in-house) departmergdearch and development, while those
figures for RTD programme inactive SMEs is sigrafidly lower - 20%. Similar situation is
with RTD&I Strategy. Survey has shown that 40% @TRprogramme active SMEs actually
has a strategy for RTD&I for the period of nextefiyears. This figure for RTD programme
inactive SMESs is just 28%.

In the Table 12. the respondents assigned a ratikeoagreement 1-5 (5 representing highest
agreement on statement) related to statements #imapproach towards acquiring external
knowledge.
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Table 12: Approach towards acquiring external knowédge

RTD RTD
programme programme
active SME | inactive SME

(Average) (Average)
n=20 n=18

Use an online technology or knowledge broker/inttiary 3,63 3,17
Informal networking with other firms 3,95 3,06
Informal networking with research organizations 63,0 2,41
Strategic alliances with other firms 3,36 3,35
Non-equity alliance with other firms 3,17 2,40
Participation in innovation networks, S&T parkysters, etc. 3,82 2,07
Close involvement of end users/customers in idea

generation/concept development 3,92 2,87

Source: MAPEER Survey 2010

As shown in table 12. in the approach towards acguexternal knowledge, RTD programme active
SMEs have a slightly or significantly higher averagarks compared to RTD programme inactive
SMEs. One of the most indicative results is the tiaat RTD programmed active SMEs are more
ready to cooperate with other firms rather thaeaesh organizations.

Furthermore, RTD programme active SMEs are moszésted for innovation networks, cluster
memberships and S&T parks. On the other hand, @mnitié same issue, RTD programme inactive
SMEs have low interest for networking in general.

Figure 10: Devoting of resources to research andmovation, five years ago

Devotion of resources to R&I - five years ago
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and innovation research and innovation and innovation

Source: MAPEER Survey 2010

Compared to the period of five years ago, 55 % TiDRctive SMESs are investing more resources in
research and innovation, while 40 % are investirggsame resources. On the other side, 22 % of RTD
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MAPEER SME

inactive SMEs are investing more resources foram$eand innovation, while 66 % are investing

same amount of resources.

Figure 11: Patents and Trademarks

Patents and trademarks
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Source: MAPEER Survey 2010

Ownership of patents and trademarks are stilli@a&TD programme active, as well as RTD
programme inactive SMEs in Bosnia and Herzegovina.
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4.4 Perceived benefits and problems, specific neealisd main barriers

e. Perceived benefits and problems

Benefit of national/regional RTD programmes for RTDprogramme active SMEs

The RTD programme active SMEs assigned a rank pbitance from 1-5 (5 representing
highest importance of indicator) related to questiabout the perceived benefits. Values
higher than 3,5 are seen as important and values lthan 2,5 are seen as not important.
Values between 2,5 and 3,5 stand for a more omkessal position.

Since the interviewed SMEs had only one appearascgarticipants in RTD programmes,
their experiences in terms of benefits can be cmled only with that particular fact in mind.

Table 13: General main beneficial impacts in from prticipating in national/regional RTD
Programmes

Average

Benefits mark
Knowledge benefits
Enhanced in-house knowledge and competences 3,47
Enhanced ability to manage R&D resources 3,14
Establishment of in-house critical mass of R&D 2,71
Improved access to complementary expertise 3,12
Networking benefits
Formation of new partnerships and networks 3,39
Improved R&D linkages with universities and reséartstitutes 3,00
Improved R&D linkages with other business orgamisest 3,33
Improved commercial linkages with other organisatio 3,00
Reputation benefits
Enhanced reputation and image 3,85
Facilitated participation in other national/inteR&D programs 3,10
Economic benefits
Improved competitive position 3,63
Increased turnover 3,55
Increased profitability 3,73
Enhanced productivity 4,25
Production or delivery of proto-types 3,75
Production or delivery of new products, processeseovices 3,88
Improved market share 3,44
Access to new markets 3,60
Improved employment levels 3,44
Application / granting of patents 2,38
Internationalisation benefits
International networking / cooperation with reséaactors 2,78
International networking / cooperation with othiemis 3,09
Access to international markets 3,50
Internationalisation of activities 3,21

Source: MAPEER Survey 2010

Analysis of the above stated statement and avenagks given by RTD active SMEs, it can be
concluded that main beneficial impact from parttipg in the national/regional RTD programmes
are in economic benefits. Stated as most impoisagrthanced productivity, followed by production
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or delivery of new products, processes or servigegjuction or delivery of proto-types, increased
profitability, access to new markets, etc. It iemesting that enhanced reputation and image of SME
has been considered also as significant benefit.

f. Reasons for not participating

Interviewed SMEs assigned a rank of importance ften(5 representing

highest importance of indicator) related to questiabout the perceived benefits. Values
higher than 3,5 are seen as important and values lthan 2,5 are seen as not important.
Values between 2,5 and 3,5 stand for a more omkessal position.

Table 14: General reasons for not participating imational/regional and EU RTD
Programmes

Average
national/regional | Average EU
RTD RTD

Barriers programme programme
Administrative barriers:
Bureaucratical / non-affordable application progedu 3,75 3,64
Long time-to-contract periods 3,48 3,40
Long time-to-funding periods 3,62 3,40
Long proposal evaluation periods 341 3,89
Not transparent proposal evaluation procedures 3,55 3,10
Complex reporting requirements 3,5 3,60
Financial barriers:
Low funding rates 4,04 2,67
Inability to get loans, provide bank guarantees, et 3,89 4,00
Unavailability of additional sources of finance 8,5 4,22
SME-internal barriers
Limited in-house knowledge on project management 36 B, 3,44
Limited networks/links with potential partners 2,88 2,75
Irrelevance of programme aims to SME’s interests 153, 2,71
Not perceived need to participate in R&D
programmes 3,43 3,00
External barriers
Limited marketing/information about programme(s 653 3,83
Limited / lack of assistance / guidance from
programme officers 3,60 4,25
Inappropriate technological conditions 3,60 3,71
Inappropriate market conditions 3,57 3,00
Inappropriate general economic conditions 3,54 3,20

Source: MAPEER Survey 2010

Analyzing the reasons (barriers) for not partidipgin RTD programmes, it is interesting that SMEs
consider low funding rates as the main reasoni@rafor national/regional programmes, while for

EU RTD programmes this reason in considered ake#st one. Inability to get loans and
unavailability of additional resources of finanees also considered as most important. Furthermore,
in external barriers, limited assistance and guidasf programme officers is considered as the most
important for not participating in EU RTD programsne
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g. Specific needs of SMEs in participating in RTD supgrt programmes
Main needs for SMEs
Interviewed SMESs assigned a rank of importance ften(5 representing
highest importance of indicator) related to questiabout the perceived benefits. Values

higher than 3,5 are seen as important and valuer lihan 2,5 are seen as not important.
Values between 2,5 and 3,5 stand for a more omnlessal position.

Table 15: General main needs for SMEs to participa& in RTD programmes

RTD
RTD programme
programme inactive
active SMEs SMEs
Needs of SMEs (average) (average)
Administrative needs:
Simple application procedures 3,47 4,17
Short time-to-contract periods 3,29 4,06
Short time-to-funding periods 3,29 4,06
Short proposal evaluation periods 3,17 3,94
Transparent proposal evaluation procedures 3,41 3,94
Adequate assistance / guidance during project by
Project officer 3,47 3,88
Simple reporting requirements 3,44 3,87
Financial needs:
High funding rates 3,20 3,53
Limited requirements to get loans, provide bank
guarantees, etc. 3,20 3,47
Availability of additional financing opportunities 3,20 3,47
SME-internal needs:
Adequate in-house knowledge on project management ,20 |3 3,33
Adequate networks of potential partners 3,40 3,73
Compliancy of programme aims to SME’s interests 03,6 3,93
Easy access to information about available prograsnm 3,60 3,73
Strong acknowledgement of need to participate ifDR&
programmes 3,20 3,67
External needs:
Adequate marketing of /information about
programme(s) 3,20 3,86
Adequate external assistance / guidance duringqro 3,40 3,79
Adequate external assistance / guidance aftergiroje
(exploitation) 3,20 3,79
Appropriate technological conditions 3,40 3,60
Appropriate market conditions 3,60 3,87
Appropriate general economic conditions 3}20 3,67

Source: MAPEER Survey 2010
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Data from table no. 15 confirm that RTD programmactive SMEs are expressing more
“sensitivity” in expressing their needs in termsRTD programmes. Each grade given by
RTD programme inactive SME on certain need, is éigihan each grade given by RTD

programme active SMEs.

Comparison of needs satisfied by national/region®TD programmes vs. EC RTD

programmes (Framework Programme, FP)

Since local SMEs did not participate in any FramdwRrogramme funded project,

comparison of satisfied needs can not be conducted.

h. Main barriers for needs of SMEs in undertaking RTDactivities

Interviewed SMEs assigned a rank of importance ften(5 representing
highest importance of indicator) related to questiabout the perceived benefits. Values
higher than 3,5 are seen as important and values lthan 2,5 are seen as not important.
Values between 2,5 and 3,5 stand for a more omkessal position.

Table 16: Main barriers faced by SMEs in undertakirg RTD and innovation activities

RTD
RTD programme programme
active SMEs inactive SMEs
Barriers for SMEs in undertaking R&D (average) (average)
Knowledge batrriers:
Lack of in-house qualified personnel 3,55 3,61
Lack of internal R&D and innovation management télfiges 3,61 3,76
Lack of internal R&D exploitation capabilities 3,59 3,88
Lack of access to external knowledge (like universj R&D
institutions etc.) 3,63 3,88
Limited knowledge about the advantages of R&D and
innovation 3,44 3,65
Lack of information on technologies or markets 3,25 3,06
Financial barriers:
Lack of in-house funds 3,60 3,29
Lack of access to external financing sources 3,20 3,64
Innovation costs too high 3,20 3,50
Programme related barriers:
Lack of access to information on R&D /innovatiorppart
programmes 2,60 3,57
Difficulties related to programme procedures / isgaents 3,40 3,64
Problems with IPR protection 3,20 3,21
External barriers:
Difficulties in finding cooperation partners 2,60 3,36
Uncertain / limited demand for innovative goodservices in
relevant markets 3,40 3,62
Insufficient integration of SMEs in the relevantipg-making 3,60 3,38

Source: MAPEER Survey 2010
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In barriers for SMEs in undertaking R&D, highegrsficance has a group of knowledge
barriers (lack of qualified in-house personnel,[R&d innovation management capabilities,
lack of internal R&D exploitation capabilities, kaof access to external knowledge and
limited knowledge about the advantages of R&D ammbvation). It also important to

mention external barriers, where local SMEs aretabarriers in finding cooperation
partners for EU RTD programmes, and where SMEsidenthemselves as insufficiently
integrated in the relevant policy making for natiiregional RTD programmes.

4.5 ldentification of good and bad practices

i. Good and bad practice programmes

As already mentioned in the previous chaptersisfréport, the number of RTD programmes
for SMEs in Bosnia and Herzegovina was very lowisTdaused the fact instead of six (6)
RTD programmes, only five (5) of them are actuallyalyzed and included iNational
Report on SME R&D&I Programmes and Initiatives in Bosnia and Herzegovina
(MAPEER WP2) and this report. In this situation, comparisorgobd and bad practice RTD
programmes for SMEs in Bosnia and Herzegovina a#nbe justified. In general lack of
resources and RTD programmes (analysed in detalVi2 - National Report for BiH), a
single programme for RTD for SMEs can not be mar&sdbad practice. This situation is
reflected on the opinions of RTD programme actiiES expressed in the survey, so there
were not any cases of appointing bad practice progres.

4.6 Future expectations / recommendations

j. Future expectations / recommendations
Recommendations from SMEs

Interviewed SMEs assigned a rank of importance ften(5 representing highest importance

of indicator) related to questions about the peextbenefits. Values higher than 3,5 are seen
as important and values lower than 2,5 are se@otisnportant. Values between 2,5 and 3,5

stand for a more or less neutral position.

Table 17: Future expectations of SMEs

R&D R&D
Active Inactive
SMEs SMEs
(Average | (Average
Future expectations of SMEs mark) mark)
Develop measures to support access to market ated fommercialization
of R&D results 4,11 4,41
Create / increase tax incentives for SMEs that lopve&D activities 3,95 4,39
Improve promotion about R&D programmes so that SMé&iser understand
their benefits 4,15 4,28
Improving in-house knowledge / relevant expertise ,244 4,21
Lowering barriers on access to external knowledge ,06 4 4,00
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Lowering barriers on access to external fundsarfaing 4,00 4,20
Lowering barriers on access to market / R&D progremninformation 4,00 4,00
Improving networking between SMEs and researcmpest 3,94 4,13
Simplifying participation in relevant R&D programme 3,81 4,00
Improving IPR protection rules 3,42 3,83
Integrating SMESs in relevant national / regiondigyemaking 4,42 4,18

Promoting open innovation (This type of innovatimplies that companies
may be able to buy or license processes or invesifrem other companies
and/or R&D organizations (incl. contract research)that the innovation
processes may be taken outside of a company shotoigh forms licensing,
joint ventures, spin-offs and other collaborativedamanisms.) 4,00 3,83
Source: MAPEER Survey 2010

Special attention of interviewed SMEs was expre$sezkpressing there expectations on the
future practices and planning of RTD programmesatjonal/regional and EU authorities.
RTD active SMEs strongly underlined their expectatito be integrated in relevant
national/regional policy-making (4,42 - highest @ge mark given). Another important point
given by RTD active SMESs is their expectation ofitemts (programmes and projects) aimed
on in-house capacity building for research and vation. RTD inactive SMEs, on the other
hand, have highest expectation regarding the dpmedat of measures to support access to
market and faster commercialization of R&D resufidjowed by the improvement of
promotion about R&D programmes so that SMEs betteterstand their benefits, lowering
barriers on access to external funds / financit, e

Recommendations from SME stakeholders

In order to analyse relation between SMEs and Rdiivities from the stakeholders
perspective, four (4) business associations/clsistave been interviewed. Their
representatives answered on the series of quegtemsplate 3.3 - Interview Template for
SME associations and clusters). Following statembave been evaluated in order to identify
priorities for future initiatives and actions. (&aents are marked from 1 to 5, where 1 = not
important, ..., 5 = most important)

Table 18: Reasons for not participating in R&D progammes (SME stakeholders view)

T National/regional | International
Reasons for not participating in R&D RTD RTD
programmes
programmes programmes
Bureacratical / non-affordable application
procedure 3,25 4,25
Long time-to-contract periods 2,00 2,50
Long application-to-funding periods 2,50 2,75
Low funding rates 3,50 4,00
Inability to get loans, provide bank guarantees, et 3,00 3,75
Limited other financing opportunities 3,75 4,00
Limited marketing of programme(s) 2,75 2,75
Limited in-house knowledge on project
management 2,75 3,25
Limited networks of potential partners 3,50 3,50
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Irrelevance of programme aims to SME’s interegts 3,50 3,75
Complex reporting requirements 2,50 3,25
Unavailability of support during project 3,50 3,50
Unavailability of support after project (exploitati) 3,50 3,50

Source: MAPEER Survey 2010

Table 19: Main problems/barriers faced by the sectoin undertaking R&D and innovation
activities (SME stakeholders view)

Main problems/barriers faced by the sector in

undertaking R&D and innovation activities Average mark
Lack of in-house qualified personnel 3,75
Lack of internal R&D and innovation management télfiges 3,50
Lack of access to external knowledge (like universj R&D
institutions etc.) 3,00
Lack of in-house funds 4,50
Lack of access to external financing sources 4,50
Innovation costs too high 3,75
Limited knowledge about the advantages of R&D ammibvation 3,50
Lack of information on technologies or markets 4,00
Uncertain / limited demand for innovative goodservices in
relevant markets 3,50
Lack of access to information on R&D /innovatiomppart
programmes 3,50
Difficulties in finding cooperation partners 4,00
Difficulties related to programme procedures / isgaents 4,25
Problems with IPR protection 3,75
Insufficient integration of SMEs in the relevantipg-making 4,50

Source: MAPEER Survey 2010

Table 20: Future expectations/recommendations of SEk (SME stakeholders view)

Future expectations/recommendations Average mark|
Improving in-house knowledge / relevant expertise ,504
Lowering barriers on access to external knowledge 4,25
Lowering barriers on access to external fundsarfaing 4,75
Lowering barriers on access to market / R&D progreninformation 4,50
Improving networking between SMEs and researchpast 4,75
Simplifying participation in relevant R&D programme 4,75
Improving IPR protection rules 4,50
Integrating SMEs in relevant national / regiondiggemaking 4,75
Promoting open innovation 3,75

Source: MAPEER Survey 2010
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As a result of Round table event organized in AR@ILO and which have gathered major
relevant representatives of institutions and omzgtions considered as main stakeholders, a
set of following conclusions is adopted:

1. RTD projects of SMEs should be one of the bakiments of SME development in
the future.

2. All responsible ministries and institutions shibstart working on the task of setting
up the operational system of functional cooperatietween SMEs and Science and Research
organizations and institutions (Universities anstimtes).

3. Improve intermediary role of chambers, agenciassociations/clusters in
establishing of cooperation links between SMEs &aiénce and Research organizations and
institutions (Universities and Institutes).

4. Strengthening of capacities for providing ofvémgs to SMEs, primarily through
establishing of accredited laboratories.

5. Utilization of databases and infrastructure baf@bers of Commerce and Business
Associations/Clusters for identification of SME deén RTD.

6. Promote opportunities for SMEs given by EU Freumk Programme and other EU
RTD programmes.
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5. Main conclusions

Conclusions of the survey are made on the basasalysis section and in-depth interviews
conducted with representatives of SME associattusters and other stakeholders.
Conclusions are also reflecting opinions and vi@kSMAPEER project team of Agency

PREDA in terms of actual RTD environment for SME®iosnia and Herzegovina.

a. SME profile per country

In the table 21. below are the main characteri$ticRTD programme active and programme
inactive SMEs that can be stated from the MaPEeE Sidy.

Table 21: SME profile - Bosnia and Herzegovina

RTD programme active

RTD programme inactive

SMEs SMEs
Located in technology park 0% 0%
Integrated in cluster/technology
platform 0% 16,70%
33 % are older than 10
Year of foundation 60 % are older than 10 ydars years

FTE dedicated to RTD activities

55 % of SMEs has
dedicated 0-10% of FTE fa
RTD

61 % of SMEs has
rdedicated 0-10% of FTE fd
RTD

Annual RTD expenditure to total
expenditure

45 % of SMEs has RTD
expenditure of 0 - 10 % of
total annual expenditures

55 % of SMEs has RTD
expenditure of 0 - 10 % of
total annual expenditures

RTD income in relation to total
income

45 % of SMEs has 0 - 10 ¢
of total inome coming from
RTD activities

672 % of SMEs has 0 - 10 ¢
of total inome coming from
RTD activities

Competition

Moderate competition
environment

Strong competition
environment

Internationalization

Weak (local/regional marke
orientation)

t  Weak (local/regional
market orientation)

Current sales from new or
substiantially improved

30% of RTD active SMEs
have more than 50% of
current sales coming from
new or substantially
improved products

33% of RTD active SMEs
have more than 50% of
current sales coming from
new or substantially
improved products

products/processes /processes /processes
Job creation/sustainment up to 5 job positions oup jbb positions
Own RTD department 35% 16,70%

Patents

0 % has patents

0 % has patents

RTD and innovation strategy

defined 40% 22%
Development of totally new

products/processes 65% 48%
Satisified with internal RTD 35% 35%
Devotion on more resources on 22 % devote more
RTD&I 55 % devote more resources resources

Source: MAPEER Survey 2010
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b. SME needs and barriers main findings regarding thénvolvement in R&D&i
activities

During conducting of MAPEER survey, interviewed S#/&xpressed wide range of
their views about the term “research”. It is ofiamost importance to notice that SMEs that
do not match MAPEER criteria for being considersdrd D programme active, also perform
certain research activities. These research desvére mostly not formal and not driven in
the way and procedure demanded by official RTD mgnes (gathering of documentation,
reporting, verification of results and indicatoet¢). Furthermore, these individual research
activities are being conducted on the subjects thethes not predicted by available and
official RTD programmes. Lack of laboratory cap@st for implementation of applied
research activities and certification and verifizatof achieved results are leaving local
SMEs in position where they have to conduct thefrolatory related research activities in
foreign countries (EU and/or non-EU member statesgimply to postpone, cancel or give
up from implementation of research activities..

MAPEER survey has shown that the main barriersttier involvement of SME in
R&D&I activities are almost equally distributed teten knowledge, financial, program
related and external barriers, both for RTD progreractive and RTD programme inactive
SMEs. Slight difference in the perception of bagibetween RTD programme active and
RTD programme inactive SMEs are expressed onlpénstope of access to information on
available RTD/innovation support programmes, whefed programme inactive SMEs are
more experiencing this barrier. Additionally, RTBogramme active SMEs are having less
problems then RTD programme inactive SMEs in figdaooperation partners for research
projects. Table below present main findings in agance with collected answers on main
problems/barriers face in undertaking R&D and iratton activities of RTD programme
active SMEs, RTD programme inactive SMEs and SME akedtolder
organizations/institutions.
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Table 22: Main barriers/problems for undertaking RTD

RTD programme active SMEs

RTD programme inactive SNEs

Stakeh

olders point of view

Knowledge barriers

Knowledge barriers

Financial bariers

Lack of access to
external knowledge (like

Lack of internal R&D

Most | universities, R&D Most | exploitation Most | Lack of in-house
significant | institutions etc.) significant | capabilities significant | funds
Lack of information
Least | Lack of information on Least | on technologies or Least | Innovation costs too
significant | technologies or markety significant | markets significant | high
Financial barriers Financial barriers External barr iers
Insufficient
Lack of access to integration of SMEs in
Most Most | external financing Most | the relevant policy-
significant | Lack of in-house funds significant | sources significant | making
Uncertain / limited
demand for innovativd
Least | Innovation costs too Least | Lack of in-house Least | goods or services in
significant | high significant | funds significant | relevant markets
External barriers Programme related barriers Programme related barriers
Difficulties related to Difficulties related to
Insufficient integration programme programme
Most | of SMEs in the relevant Most | procedures / Most | procedures /
significant | policy-making significant | requirements significant | requirements

Least
significant

Difficulties in finding
cooperation partners

Least
significant

Problems with IPR
protection

Least
significant

Lack of access to
information on R&D
/innovation support
programmes

Programme related barriers

External barriers

Knowledge barriers

Most

Difficulties related to
programme procedures

Most

Uncertain / limited
demand for
innovative goods or
services in relevant

Most

Lack of information
on technologies or

significant | requirements significant | markets significant | markets
Lack of access to Lack of access to
information on R&D external knowledge
Least | /innovation support Least | Difficulties in finding Least | (like universities,
significant | programmes significant | cooperation partners| significant | R&D institutions etc.)

Source: MAPEER Survey 2010

Analysed needs of local SMEs are confirming present strong demand for actions
undertaken by the organizations/institutions comsd as SME stakeholders, aimed on
raising the internal capacities for RTD (knowledgg®ation of financial schemes of support
to RTD (with increased amounts of financial resesrdor distribution) and adjusting of
available RTD programmes to fit more to SMEs calfss and capacities.
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c. Key success and failure factors for SMEs participabn in view of RTD
/innovation programmes within the specific nationalcontext, at cross sectoral
level as well as in comparison with FP programmes,

As already mentioned in this report, experiencekoél SMEs concerning the participation
on RTD programmes comes almost exclusively fromiddat/Regional RTD programmes.
For Bosnia and Herzegovina as a hon-EU countryfulded programmes had and still have
limited availability. This resulted in lack of infmation on statements and opinions of SMEs
regarding EU RTD programme patrticipation. Main itgofor making conclusions on key
success and failure factors for SMEs participatiomiew of RTD /innovation programmes,
came from the evaluation of SME statements on gémeasons for not participating in RTD
programmes (National/Regional RTD and EU RTD progres) and general main needs of

SMEs to participate in RTD programmes (both Natiitegional and EU funded).
Through the analysis of general reasons (bardersjot participating in RTD programmes
following conclusions can be made (presented irtahie below):

Table 23: Comparison of main barriers (reasons) — Btional/Regional RTD programme vs. EU
RTD programme

Answers of SMEs

Answers of SME stakeholder
institutions/organizations

National/Regional RTD
programme

EU RTD programme

National/Regional RTD
programme

EU RTD programme

Financial barriers

Financial barriers

Financial barriers

Financial barriers

Unavailability of

Unavailability of

Most additional sources of additional sources of
significant | Low funding rates finance finance Low funding rates
Unavailability of Inability to get loans, Inability to get loans,
Least | additional sources of provide bank guarantees, | provide bank guaranteeg
significant | finance Low funding rates etc. etc.
External barriers External barriers SME-internal barriers SME-internal barriers
Limited Limited/lack of Irrelevance of
Most | marketing/information assistance/guidance from| Limited networks/links programme aims to
significant | about programme(s) programme officers with potential partners SME'’s interests
Limited in-house Limited in-house
knowledge on project knowledge on project
Least | Inappropriate Inappropriate market management management
significant | technological conditions | conditions
Administrative barriers | Administrative barriers External barriers Administrative barriers
Bureaucracy/non- Limited / lack of assistance Bureaucratical / non-
Most | affordable application Long proposal evaluation | / guidance from affordable application
significant | procedure procedures programme officers procedure
Limited
Least | Long proposal evaluation | Not transparent proposal | marketing/information Long time-to-contract
significant | periods evaluation procedures about programme(s) period
SME-internal barriers SME-internal barriers Administrative barriers External barriers
Not perceiving need to Limited in-house Bureaucratical / non- Limited / lack of
Most | participate in R&D knowledge on project affordable application assistance / guidance
significant | programmes management procedure from programme officerg
Limited
Least | Limited networks/links Irrelevance of programme| Long time-to-contract marketing/information
significant | with potential partners aims to SME’s interests | period about programme(s)

Source: MAPEER Survey 2010
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Interesting points in comparison of National/RegiofiRTD programmes and EU RTD

programmes in terms of reasons (barriers) exprasg&MES, are in the following facts:

Main needs of SMEs in terms of their participationRTD support programmes, from the

most significant

reason for

In Financial barriers, Low funding rates is consate as the most significant
reason for not participation in National/Regional IR programme and least
significant for not participating in EU RTD programes.
In Administrative barriers, Long proposal evaluatigeriods is considered as the
not participating
programmes, and in the same time, least signifit@nnot participating in EU
RTD programmes.

in tidaal/Regional RTD

Table 24: Needs of SMEs — RTD programme active VRTD programme inactive

RTD programme active SMEs RTD programme inactive SNEs
External needs Administrative needs
Most
significant | Appropriate market conditions Simple reporting riegments
Least | Adequate marketing of/information about
significant | programme(s) Simple application procedures
SME-internal needs External needs
Most | Compliancy of programme aims to SME’s
significant | interests Appropriate market conditions
Least | Adequate in-house knowledge on project
significant | management Appropriate technological conditions
Administrative needs SME-internal needs
Most Compliancy of programme aims to SME'’s
significant | Short proposal evaluation periods interests
Least | Adequate assistance/guidance during project byAdequate in-house knowledge on project
significant | Project officer management
Financial needs Financial needs
Most
significant | High funding rates High funding rates
Least Availability of additional financing
significant | Availability of additional financing opportunities opportunities

Source: MAPEER Survey 2010
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d. Best practice and bad practice cases of R&D&I proggmmes regarding the
support to SMEs

As already mentioned in this report, in the sitorativhere there is a lack of programmes and
initiatives for support to RTD projects of SMEsisitnot significant to identify available
programmes as “good” of “bad” practice. MAPEER Sptgject has identified five (5)
programmes, available to SMEs in Bosnia and Henziaegoand which are offering (or which
have offered) very flexible frame for SMEs to peifiate. In general terms, identified
programmes can not be classified as “good” or “batieir very existence is a positive thing.
However, the amounts of grants awarded to SME Ridepts are low, symbolic, and often
not sufficient for more complex and demanding RTihéies.

e. Recommendations on RTD /innovation support activites and / programmes

Table 25: Future expectations regarding RTD — crastab, RTD Active — RTD Inactive — SME
stakeholders point of view

R&D R&D
Active Inactive SME
SMEs SMEs stakeholder
(Average | (Average | institutions/org
Future expectations mark) mark) anizations
Develop measures to support access to market and 4,11 4,41 45
faster commercialization of R&D results
Create /_m_c_rease tax incentives for SMEs that Idgve 3.05 4,39 4.25
R&D activities
Improve promotion about R&D programmes so that
SMEs better understand their benefits 415 4,28 4,75
Improving in-house knowledge / relevant expertise 4,24 4,21 4,5
Lowering barriers on access to external knowledge 4,06 4 4,25
]I:ower_mg barriers on access to external funds / 4 42 475
inancing
Lowering barriers on access to market / R&D 4 4 45
programme information '
Improving networking between SMEs and research 3.04 413 475
partners
Simplifying participation in relevant R&D 381 4 475
programmes
Improving IPR protection rules 3,42 3,83 4,5
Intggratmg_SMEs in relevant national / regional 4.42 418 475
policy-making
Promoting open innovation (This type of innovation
implies that companies may be able to buy or lieens
processes or inventions from other companies and/or
R&D organizations (incl. contract research); ot tha
: . : 4 3,83 3,75
the innovation processes may be taken outside of|a
company sector through forms licensing, joint
ventures, spin-offs and other collaborative
mechanisms.)

Source: MAPEER Survey 2010
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Analysis of SME recommendations for future, as wele recommendation of SME
stakeholder organizations, are confirming preseasfce number of different activities to be
undertaken in order to raise the level of RTD inaloSMEs. MAPEER survey has shown
there is a wide range of different actions whichldssupport involvement of SMEs in RTD,
as well as the planning and designing of new RTaymmmes.

Collected evaluation marks given by interviewed SMEnd SME stakeholder
organizations/Institutions are showing that:

- Compared with SME points of view, SME stakeholdegamizations/institutions
are giving more significance on the potential measand activities planned to be
undertaken in the future. While the SMEs are pgttligher accent on the
financial aspects of support (demanding higher artowf financial support),
SME stakeholder organizations/institutions are fioin out the importance of
more time - flexible procedures for application. dase the SME has a good
projects proposal on the subject of RTD, it is im@ot to make possible to apply
for support in implementation regardless from amuing the call.

- In-depth interviews  with  representatives of SME ketelder
institutions/organizations are pointing-out the @bewity of application
procedures for International/EU funded programmesl aecessity of their
simplification.

- More efficient integration of SMEs in actual plangiand designing of RTD
programmes is also considered as an imperative dih SMEs and SME
stakeholder organizations/institutions.

- Strengthening of local capacities for planning antpblementation of RTD
programmes (State organizations/Institutions) ndedsse conducted in order to
raise the quality and quantity of SME RTD projedihis is particularly stressed
by the SME stakeholder organizations/institutions.

- Active assistance of programme’s personnel is rsacgsin order to simplify
application procedure for SMEs and raise chancesfuoding of their RTD
projects. This is demanded both by the intervieBM&Es and SME stakeholder
organizations/institutions.

- Interviewed SME stakeholder organizations/instimé are also suggesting
strengthening of internal SME capacities for RTbpnaucted in cooperation with
Universities and Research institutes and with theong support of
National/Regional authorities.

- Promotion activities on best and good practiceSME RTD projects should be a
continuous activity (proposed by SME stakeholdgaaizations/institutions).

- Distribution of more financial resources for SME [RTprojects should attract
more SMEs (proposed by SME stakeholder organizsfiiostitutions).

f.  Key-drivers and recommendations for the developmerof SME specific
programmes and initiatives

This report have shown that Bosnia and Herzegowinarder to have RTD and Innovation
oriented SME sector and economy in general, needs\ote more attention in developing of
supporting programmes and initiatives. As the basinclusion of this report, there are
number of crucial facts which must be taken in aotoduring the (re)planning and
(re)designing of programmes aimed on RTD and Intionaactivities of SMEs. The

conclusions of the survey are transferred to folhgw recommendations (note that
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recommendations under 3, 4, 5, 6, 7 and 8 are lacamnclusion of MAPEER project Round
table event):

1. SME stakeholders (state institutions in thet fijpgace) need to provide more
financial and technical efforts in strengtheningtddir internal capacities and the capacities of
SME sector and Research/Science institutions fdettaking RTD and Innovation projects.

2. The number and financial value of programmeslaa for RTD and Innovation
should be increased. Additionally, available progmeges should be more visible (promoted
more efficiently) to SMEs and Research/Sciencatitgins.

3. RTD projects of SMEs should be one of the bakiments of SME development in
the future.

4. All responsible ministries and institutions shibstart working on the task of setting
up the operational system of functional cooperatietween SMEs and Science and Research
organizations and institutions (Universities anstiltes).

5. Intermediary role of chambers, agencies, astioosclusters in establishing of
cooperation links between SMEs and Science andaRdserganizations and institutions
(Universities and Institutes) should be improved.

6. Capacities for providing of services to SMEs wtobe strengthen, primarily
through establishing of accredited laboratories.

7. Databases and infrastructure of Chambers of Gmeen and Business
Associations/Clusters for identification of SME deén RTD needs better utilization.

8. Opportunities for SMEs given by National/Regioremd/or EU Framework
Programme and other EU RTD programmes should be promoted.

g. Key strengths and weaknesses of the country aitd SMEs as regards research
and innovation

Key strengths of SMEs from Bosnia and Herzegovina sa regards research and
innovation in comparison with MaPEeR SME findings:

1. SMEs have qualified, skilled and experienceds@emnel for conducting technical
(manufacturing) activities within their branch.

Weaknesses of SMEs from Bosnia and Herzegovina asgard research and innovation
in comparison with MaPEeR SME finding:

1. Low level of SME involvement in technologicabffbrms or clusters.

2. Lack of in-house knowledge on management anctréqres from implementation of
research projects within National/Regional andrima¢ional/EU funded programmes.

3. Lack of access to external knowledge (like ursitees, R&D institutions etc.).

4. Lack of financial assets for RTD activities.
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