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ABSTRACT

This study aims to investigate the types o f  business process innovations promoted by Serbian 
entrepreneurial enterprises and to identify the factors that drive such innovations. The fina l sample 
includes 172 active entrepreneurial enterprises established in 2015. Statistical analysis included 
descriptive statistics, principal component analysis, correlation and multiple regression analysis. From 
two different perspectives, Serbian entrepreneurial businesses introduced a variety o f  business process 
innovations: those related to product or service development and those related to the production o f  goods 
or services. The quality o f  interaction within the entrepreneurial team and the organizational culture are 
the most important factors driving business process innovations in the production o f  products and services. 
In the area o f  business process innovation in product or service development, the primary triggers are 
owner persistence and organizational culture. To date, there are no studies addressing the drivers o f  
business process innovation in Serbia. Understanding the specific factors that foster diverse form s o f  
innovation can improve the effectiveness o f  innovation management in entrepreneurial firms, facilitate 
future innovation, and improve firm  performance.
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INTRODUCTION

There is a relationship of interdependence and complementarity when it comes to innovation and 
entrepreneurship, where innovation is perceived as a source of entrepreneurship, and entrepreneurship is 
what enables innovation to develop and realize its economic and social value [1]. According to [2], 
entrepreneurship showcases innovation through the transformation o f an idea or concept into tangible 
reality, facilitated by the injection of resources, whether in the form o f capital or the backing o f institutional 
leadership. In other words, innovation combines an inventive process with an entrepreneurial process, 
aiming to generate new economic worth for those involved. [3]. Especially within the framework of 
business research, the authors in [4] highlight the crucial interconnections and synergies between 
knowledge, entrepreneurship, and innovation.

Innovation has been defined in numerous ways among scholars, but the common element for all of them is 
"novelty" or "newness" [5]. There is a clear distinction and understanding of how innovation can occur in different 
dimensions: developing new or improved products, enhancing or transforming production processes, and 
introducing novel or enhanced services. The classification of innovation into products, processes, and services is 
the most commonly used in the literature [5]. In line with the Oslo Manual [6], innovation is “a new or improved 
product or process (or a combination thereof) that differs significantly from the unit’s previous products or 
processes and that has been made available to potential users (product) or brought into use by the unit (process)” 
[6]. The Oslo Manual [6] categorizes innovation as product innovation and business process innovation. A product 
refers to goods or/and services, while business processes encompass all the essential activities conducted by a firm 
to produce its products or deliver its services. More precisely, business process innovation covers the production 
of goods or services, distribution and logistics, marketing, information and communication systems, 
administration, management, and product and business processes [6]. This guidance offers a comprehensive 
approach to measuring the internal and external factors that can influence business innovation. It considers 
previous ad hoc guidance on measuring innovation in developing countries [6].

The current literature has explored numerous factors that have the potential to drive innovation. 
Innovation drivers in firms have been elaborated from various perspectives, from external [7] to internal 
ones. Some studies have also shown that the process o f firm innovation is determined by a “mixture of 
internal and external drivers” [8]. Authors in [9] indicate that innovation within a firm is influenced by the 
expertise of experienced employees, the contribution o f recent graduates, collaboration with other firms, 
competition in the product market, and the support provided by the government. Innovation strategy is a 
key determinant o f success for innovative organizations, especially in driving business process innovation 
[10]. The unique attributes o f firms may also give rise to different factors that drive the innovation process 
within those firms and may vary across industries [10], [11], [12].

According to this definition, some studies focus on the more general idea o f business process 
innovation, but examine only some aspects of it, along with how it influences the financial performance of 
Serbian firms, especially family firms [13], [14]. Based on the authors' current knowledge, the particular 
determinants and drivers o f business process innovation in Serbia, on which the present study focuses, 
have not been considered in previous research.

By providing empirical information on the factors that drive business process innovation in Serbian 
firms, this study aims to bridge the gap in the literature. The main objective is to assess the types o f business 
process innovations promoted by Serbian entrepreneurial firms and to identify the factors that facilitate 
such innovations. Based on the main objective, two hypotheses are formulated.

H1:Business process innovations related to the development o f products and services and their 
production are supported by Serbian companies.

H2:Factors such as the entrepreneur’s human capital, organizational culture and the quality of 
collaboration among team members drive business process innovation in Serbian entrepreneurial firms.

Given these facts, this article focuses on the elements that can be examined as triggers for business 
process innovation in Serbian entrepreneurial enterprises. Specifically, the primary objective o f this study 
is to identify the drivers o f innovation and the specific forms o f business process innovation encouraged 
by Serbian entrepreneurial enterprises. In the following sections, the theoretical background of the research 
is presented. Afterward, the methodology is presented, which describes the context and instrument, 
sampling and data analyses, followed by the results with discussion, and the conclusion.
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THEORETICAL BACKGROUND

Both internal and external factors play a crucial role in shaping a company's innovative potential. 
Driven by external influences, in particular rapid technological progress, fierce competition and changing 
consumer demands, companies are forced to constantly improve their business operations and adapt to 
these ever-changing trends in the external environment [15].

Certain authors maintain that corporate strategy, organizational structure, leadership, resources and 
technology are the key factors that determine an organization's ability to manage innovation, emphasizing 
the fact that in this process, organizational culture is fundamental [16], [17]. Organizational structure is 
also a factor that determines innovation. It can be designed in such a way as to support, but also limit, 
innovative activity o f companies. Innovation-oriented organizations are characterized by elements of 
organic design, mainly good communication, informal and decentralized decision-making, and 
adaptability in practices and procedures [18]. Authors in [19] point out that innovative capacity can be 
enhanced by a planned approach in terms o f employees’ development along with a reduction of close 
oversight and rigid guidelines. According to the authors in [19], fostering innovation requires a structured 
approach that emphasizes employee growth while limiting strict oversight and excessive supervision. The 
authors in [20] point out that excessive specialization can hinder creativity.

Authors in [21] believe that the growth of innovation is made possible by several important elements, 
one o f which is organizational culture. For firms that aim to be creative, it is crucial to develop an 
organizational culture whose principles motivate people to act in an inventive manner. Numerous studies 
and analyses have demonstrated how this aspect o f the internal environment affects an organization's 
financial results and innovative performance [16], [17]. Focusing on the relationship between teamwork 
and a dynamic team environment, the authors in [22] provided empirical and practical insights into how 
entrepreneurs and entrepreneurial teams can foster the distinctive characteristics o f their team members.

It is recognized that the size o f an organization is a decisive factor in its ability to innovate; however, 
there is no consensus among researchers about the patterns o f this effect. Some authors argue that smaller 
systems are slower to adopt new tools and techniques to increase innovation performance than larger 
systems [23]. Authors in [24] highlight a positive correlation between organizational size and innovation, 
but note that there is no such correlation between the age o f an organization and its innovative activities 
[24]. On the other hand, some other authors also put forward opposing views, arguing that larger companies 
tend to engage in fewer innovative ventures [25]. The author in [26] believes that company size is not an 
obstacle to innovation and entrepreneurship. Still, it is a type o f operational management that should be 
considered. The same author believes that small and large systems ought to improve, expand and innovate 
their business and should therefore be entrepreneurially oriented [26], [27]. Authors in [28] argue that 
company size is not a factor that determines the ability o f an organization to innovate, but they focus on 
the importance o f employees’ experience. Authors in [29] highlight the fact that innovative strategy is 
influenced by the relationship the organization has with its key stakeholders, i.e., innovation is encouraged 
with the increased number o f customers, suppliers, and competitors. A greater commitment to research and 
development [30] and technology adoption [31] could be the most significant driver o f innovation in the 
post-COVID-19 era, and company size and age are less important in addressing the current challenges 
firms face. Furthermore, innovation is seen as an essential prerequisite for organizational resilience, 
particularly when it comes to helping SMEs overcome economic challenges [32].

The primary focus of this research is business process innovation. This type o f innovation can help 
minimize expenses, increase efficiency, facilitate knowledge acquisition and transfer, refine operational 
workflows, improve customer experience, consolidate competitive advantage [33], and reduce the 
company's overall cost o f capital [34]. The authors in [35], consider that an entrepreneur’s educational 
background, motivation and prior experience are key factors influencing process innovation in small 
companies. Additionally, the ability to tap into external sources o f knowledge through business 
partnerships with other organizations also has a positive effect on process innovation in small companies 
[35]. The authors in [36] argue that company size has a more significant positive effect on process and 
organizational innovation, whereas competition has a slightly negative impact, especially when compared 
to product innovation.
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The integration o f internal and external knowledge sources plays a key role in fostering innovation in 
processes and products. According to the authors in [37], companies that initiate their innovation process 
and use diverse sources of information have a greater ability to develop innovative solutions. They further 
argue that process innovation depends primarily on suppliers as the main source o f information, while 
product innovation is largely driven by customer insights. Certain studies have proven that cooperation 
with existing and potential users o f services affects process innovation; namely, cooperation with existing 
users encourages incremental process innovation, while cooperation with potential users o f services 
determines radical innovation [38]. While collaboration with universities and other research centers 
generally influences product innovation, the author in [39] claims that process innovation can be positively 
influenced by research and development collaboration with other companies.

Entrepreneurship has a favorable impact on an organization's potential to innovate [40], [26], [41],
[42] . These two phenomena can be perceived as continuous processes, whose combination is extremely 
important for the success of companies in modern and dynamic business conditions. Tenacity positively 
corresponds with risky decisions, which is characteristic of entrepreneurial companies; while authors in
[43] underline how organizational culture and structure contribute to supporting entrepreneurship.

In addition to factors such as organizational strategy, structure, culture, financial support for research and 
development, organizational learning, support and business processes, creativity, motivation and leadership are 
also key factors in promoting innovation [44], as well as quality management [45]. Certain studies prove a positive 
correlation between human capital and the characteristics of entrepreneurs on the success of an organization [46], 
[47], [48], demonstrating the interdependence between entrepreneurial competencies, innovation, and business 
success [24]. The author in [46] argues that certain aspects of entrepreneurial orientation (risk-taking, proactivity, 
competitive intensity, autonomy, and customer-driven strategy) influence innovation, and when accompanied by 
organizational culture, these factors can encourage creativity, as well as the extent to which innovative ideas can 
be developed and implemented. Authors in [49] believe that entrepreneurial creativity plays a crucial role in 
shaping innovation outcomes. The innovation potential of a company is positively influenced by creativity, 
whereby the interdependence is particularly pronounced in a dynamic business environment [50]. Authors in [51] 
point to the interdependence between the nature of opportunities and entrepreneurial motivation. The nature of 
opportunities affects entrepreneurial motivation, but entrepreneurial motivation can also influence the opportunity 
recognition process.

Certain studies suggest that entrepreneurs’ innovation is determined by factors such as education and 
self-confidence, but also by the environment in which an individual operates. A higher level of education 
enhances the capacity to anticipate and perceive opportunities, as well as the effectiveness of 
entrepreneurial ventures [42]. Entrepreneurs in leading global economies are more likely to be involved in 
innovative ventures, although the distribution o f innovative entrepreneurship varies by nation [48], [53].

METHODOLOGY

CONTEXT AND INSTRUMENT

The questionnaire contains eight questions relating to business process innovation. These items were 
taken from various indicators from the process perspective o f the Balanced Scorecard [54] and the study 
by [55], which examined the impact o f product and process improvements on small business growth. In 
addition, the items were tailored to the context of Serbian companies.

To establish which factors drive business process innovation in Serbian entrepreneurial firms, 16 
survey items were employed to measure the entrepreneur’s human capital (seven items), organizational 
culture (five items), and quality of collaboration among team members (four items).

Similar to studies conducted by [56] and [57], human capital is divided into three categories: owner's 
work experience, tenacity, and intrinsic motivation. The owner's work experience denotes the total number 
o f years of professional experience, work experience in management positions, and work experience in the 
industry to which the entrepreneurial firm belongs. Besides prior work experience, the owner’s tenacity 
represents an important component of human capital, especially in the first years of operation when 
procedures and routines in an entrepreneurial firm are still underdeveloped. The owner’s tenacity was 
measured with two survey items proposed by [58].



Faculty of Business Economics and Entrepreneurship International Review (2025 No.1-2) 35

Authors in [56] believe that entrepreneurs driven by intrinsic motivation are more successful than 
those driven by extrinsic motivation. The main reasons why internally motivated entrepreneurs establish 
companies are the desire to realize their personal ideas and to be independent. On the other hand, 
extrinsically motivated entrepreneurs start businesses because they cannot find better jobs. Therefore, the 
owner's intrinsic motivation is an indispensable human capital element, which is measured in this study 
with two survey items.

Although the organization's culture is created by all its members, the founders are those who initiate 
the process by instilling their values, beliefs, and attitudes [56]. The quality of organizational culture was 
measured by items proposed by [59]. The authors investigated the impact o f cultural elements on company 
performance and showed that an organizational culture that emphasizes participation, adaptability and 
internal cohesion has a positive influence on a company's success. [59].

Entrepreneurial firms are usually managed by more than one individual, and therefore the quality of 
the interaction o f the entrepreneurial team is essential for the firm’s survival and growth. Team interaction 
was measured with survey items adopted from [60]. The authors showed that effective team interaction, 
defined by communication, coordination and cohesion, has a positive influence on the success o f new 
companies [60].

Except for the question regarding the owner's work experience—where respondents provided the 
number o f years—all survey items used a five-point Likert scale (1 = Strongly disagree to 5 = Strongly 
agree). Principal Component Analysis (PCA) was applied to group survey items into categories of business 
process innovation and its drivers. Correlation and multiple regression analyses were then conducted to 
identify the key factors fostering business process innovation in Serbian entrepreneurial firms.

In the multiple regression analysis, the dependent variables represented different types o f business 
process innovation, while the independent variables encompassed various innovation drivers. Additionally, 
three control variables were taken into account: firm size (micro or small) and industry type 
(manufacturing, trade, or services). Manufacturing firms served as the base group, with two dummy 
variables created for trade and service companies.

SAMPLING

The final sample consists of 172 active companies founded in 2015 that fit the definition of an 
entrepreneurial firm provided by [61]. Researchers investigating the contribution of entrepreneurs to economic 
development have found that they produce innovations more efficiently than other companies and that the 
quality of their innovations is also better [61]. According to these authors, an entrepreneurial firm is 
characterized as a company that meets at least one of the following criteria: (1) founded within the past seven 
years, (2) employs fewer than 100 people, or (3) is new to the market. In the surveyed sample, all firms were 
younger than seven years and had fewer than 100 employees, with the largest employing 55 people.

The database, comprising 1,352 companies from various industries founded in 2015, was obtained 
from the Ministry o f Economy of the Republic o f Serbia. The questionnaire was sent to 1,147 email 
addresses o f those companies’ founders. After four reminders, 172 valid responses were received, 
indicating a response rate o f 15%. Table 1 presents descriptive statistics for financial performance 
indicators for the year 2021 for the 172 entrepreneurial firms whose founders completed the survey.

Table 1. Financial performance indicators ̂ for the year 2021
D escriptive Statistics R O A ROE N et Profit M argin Operating Margin Num ber o f  em ployees

M ean 9% 23% 2 % 3% 11
Std. D eviation 20 % 34% 15% 16% 11
M edian 7% 16% 2 % 4% 7
M inim um -94% -117% -85% - 101% 1
M axim um 102% 127% 80% 64% 55
N 172 156 172 172 170

Source: Authors' research
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O f the companies participating in the study, 17 reported net losses and had negative ROE and net 
profit margin values. A significantly larger number, 30 companies, reported negative operating profit, 
leading to negative ROA and operating margin values. Nevertheless, most entrepreneurial firms in the 
study were profitable, with an average of 11 employees.

Given the diverse sectoral structure o f the final sample, as classified under the Statistical Classification 
of Economic Activities in the European Community (NACE Rev. 2) [62], the companies were categorized 
into three groups: Manufacturing, Trade, and Service enterprises. Manufacturing companies include those 
from the Manufacturing and Construction sectors, while trade companies consist of businesses in the 
Wholesale and Retail Trade sector. Service companies encompass firms from all other sectors, including 
Transportation and Storage, Accommodation and Food Service, Information and Communication, 
Financial and Insurance Activities, Real Estate, Professional, Scientific, and Technical Activities, 
Administrative and Support Services, Education, Human Health and Social Work, and Other Service 
Activities. The final sample comprises 49 manufacturing, 43 trade, and 80 service companies.

In terms o f company size, 37 companies in the sample are small, while 135 are micro companies. As 
for their geographical distribution, 71 companies are registered in Belgrade, 18 in Novi Sad and the rest in 
other Serbian municipalities.

DATA ANALYSIS

A principal component analysis (PCA) with orthogonal rotation (varimax) was performed 
independently on eight survey items related to business process innovation, seven items concerning human 
capital, five items pertaining to organizational culture, and four items related to team interaction.

The Kaiser-Meyer-Olkin (KMO) measure confirmed good sampling adequacy for the analysis, with values 
of 0.843 for business process innovation, 0.601 for human capital, 0.764 for organizational culture, and 0.624 for 
team interaction. Bartlett’s Test of Sphericity (x2(28) = 490.700, p < 0.001; x2(21) = 231.000, p < 0.001; x2(10) = 
182.036, p < 0.001; x2(6) = 257.413, p < 0.001) indicated that correlations between variables were sufficiently 
large for Principal Component Analysis (PCA). Table 2 presents the factor loadings for the extracted factors 
representing different types of business process innovation. Following the criteria in [63], the threshold for factor 
loadings was set at 0.4, and only loadings above this threshold are reported

Table 2. Exploratory factor analysis results for business process innovation constructs
Rotated Factor Loadings

Item Production o f  goods 
or services

Product or service 
developm ent

1. Innovations that significantly reduce operating costs are 
introduced in  our firm.

0.83

2. Innovations that greatly shorten the tim e betw een  ordering 
and delivery are introduced in  our firm.

0.78

3. R outines that enable m ore efficient operations are 
established in  our firm.

0.78

4. Innovations that significantly im prove the firm's processes
0.74 0.43

are introduced in  our firm.
5. Innovations that significantly expedite the developm ent o f  
products or services are introduced in  our firm.

0.83

6 . Innovations that enable more efficien t operations are 
introduced in our firm.

0.73

7. The m odern technology is essential for developing our 0.67
products or services.
8 . Innovations that significantly expedite responding to 
custom er com plaints are introduced in  our firm.

0.58

E igenvalues 2.73 2.34
% o f  variance 34.11 29.28
Cronbach's Alpha 0.84 0.72

Note: Extraction Method: Principal Component Analysis. Rotation Method: Varimax with Kaiser
Normalization.

Source: Authors’ research
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Eigenvalues were calculated for each component in the data, and two components had eigenvalues above 
Kaiser’s criterion of one, indicating that two factors were extracted. In the next step, the content of survey items 
loaded into the same factor was analyzed to identify common themes. Survey items with high loadings on the first 
factor suggest it reflects Business Process Innovations Related to the Production of Goods or Services. The second 
factor is labeled Business Process Innovations Related to Product or Service Development. The two retained 
factors together explain 63.40% of the variance in the data. Cronbach’s Alphas for both factors are above the 
threshold of 0.7 [63], indicating high internal consistency of the measurement items.

Table 3 presents factor loadings for three extracted factors representing sub-components of an 
entrepreneur’s human capital: the owner's work experience, tenacity, and intrinsic motivation. Like in the 
previous case, the cut-off point for factor loadings was set at 0.4.

Table 3. Exploratory^ factor analysis results ̂ for human capital constructs

Item

Rotated Factor Loadings
Owner's

work
experience

Tenacity
Intrinsic

m otivation

1. The number o f  years o f  professional experience at the tim e the
0 85

com pany w as founded.
2. The number o f  years o f  professional experience in  the sector to w hich 0 Я? 0.82
the com pany belongs at the tim e o f  its establishment.
3. The number o f  years o f  professional experience in  m anagement 0 81
positions at the tim e the com pany w as founded.
4. I can remember many instances where I have stuck to m y w ork w hile f\ Q H

others have g iven  up.
5. I continue to work hard regardless o f  whether I am supported by others. 0.85
6 . One o f  the m ain reasons I decided to start a business w as the desire for
independence.
7. One o f  the m ain m otivations for starting m y business w as to realise n 77
m y ideas.
E igenvalues 2.04 1.61 1.37
%  o f  variance 29 .20 23.06 19.51
Cronbach's Alpha 0.73 0 .69 0 .58

Note: Extraction Method: Principal Component Analysis. Rotation Method: Varimax with Kaiser
Normalization.

Source: Authors’ research
The extracted sub-components o f the entrepreneur’s human capital had eigenvalues above Kaiser’s 

criterion of one, and, combined, they explained 71.76% of the variance. Generally, Cronbach’s Alphas 
above 0.7 are considered acceptable, which is the case for the owner's work experience subscale. However, 
Cronbach’s alpha increases with the number o f variables (survey items), so it is possible to obtain high 
values, not because measurement instruments have good reliability, but because many variables form a 
construct. Given that owner’s tenacity and intrinsic motivation both consist o f only two items, lower 
Cronbach’s Alphas are expected. Therefore, the owner’s tenacity subscale has good reliability. However, 
the reliability of the owner’s intrinsic motivation subscale is relatively low. Table 4 presents the results of 
the exploratory factor analysis for organizational culture.

Table 4. Exploratory ̂ factor analysis results ̂ for organizational culture construct
Factor Loadings

Item Organizational
culture

1. E m ployees m ostly agree w ith  the decisions made in  the com pany. 0.83
2. The w ay decisions are made is predictable and consistent. 0.71
3. The firm  quickly adapts its organizational structure to changes in  the environment. 0.70
4. E m ployees performing different tasks actively cooperate. 0.69
5. M ost em ployees are involved  in  m aking important decisions. 0.60
E igenvalues 2.52
% o f  variance 50.35
Cronbach's Alpha 0.74

Note: Extraction Method: Principal Component Analysis. 
Source: Authors’ research
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Eigenvalues were calculated for each component in the data, and one component had an eigenvalue 
above Kaiser’s criterion o f one (2.52). Accordingly, one factor representing organizational culture was 
extracted. The retained factor explains 50.35% of the variance in the data. All items have high factor 
loadings, suggesting high correlations between the extracted factor and survey items. Cronbach’s Alpha 
indicates good reliability o f the measurement scale. Table 5 presents the exploratory factor analysis results 
on the quality of interaction among entrepreneurial team members.

Table 5. Exploratory ̂ factor analysis results ̂ for the quality o f  team interaction construct

Item
Factor Loadings

Team  interaction
1. Entrepreneurial team  m em bers com m unicate excellently. 0.83
2. The inform ation shared by team  m em bers is accurate and precise. 0.81
3. W orking in  an entrepreneurial team  is the highest priority for all members. 0.73
4. A ll m em bers are fully  integrated into the entrepreneurial team. 0.72
E igenvalues 2.40
% o f  variance 59.97
Cronbach's Alpha 0.76

Note: Extraction Method: Principal Component Analysis. 
Source: Authors’ research

Like in the previous case, one component had an eigenvalue over Kaiser’s criterion o f one (2.40), so 
one factor representing the quality o f team interaction was extracted. That factor explains 59.97% of the 
variance in the data. Factor loadings suggest high correlations between all survey items and the extracted 
factor. Cronbach’s Alpha exceeds the 0.7 threshold, indicating high reliability o f the measurement items.

Before conducting multiple regression analysis, a correlation analysis was performed to examine the 
relationships between two types o f business process innovation and potential innovation drivers, including 
the entrepreneur’s human capital (owner's work experience, tenacity, and intrinsic motivation), 
organizational culture, and team interaction. Table 6 presents the Pearson correlation coefficients.

Table 6. Correlations coefficients

Type o f  business process
Owner's

Owner's
Owner's

Team Organizational
innovation

experience
tenacity

m otivation
interaction culture

Production o f
Pearson
Correlation

0 .10 0 .08 -0.03 0 48*** 0.52***

goods or 
services Sig. 0 .22 0 .32 0.73 0 .00 0 .00

N 153 153 153 149 150

Product or
Pearson
Correlation

-0.11 0.33*** 0.09 0 2 7 *** 0 39***

service
developm ent Sig. 0 .17 0 .00 0.25 0 .00 0 .00

N 153 153 153 149 150
Note: * * *  p< 0.01

Source: Authors’ research
A positive and statistically significant correlation was found between business process innovations related 

to the production of goods or services and both the quality of entrepreneurial team interaction and organizational 
culture. Similarly, business process innovations related to product or service development were positively and 
significantly correlated with the owner's tenacity, team interaction, and organizational culture.

The factors that showed positive correlations with both types of business process innovation were 
subsequently used as independent variables in a regression analysis to determine which factors drive 
business process innovation in Serbian entrepreneurial firms.
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RESULTS AND DISCUSSION

Company founders assessed eight survey items about business process innovation on a five-point 
Likert scale. Principal component analysis (PCA) revealed that innovations that Serbian entrepreneurial 
firms introduce could be classified into two categories: (1) business process innovations related to the 
production o f  goods or services and (2) business process innovations related to product or service 
development. Table 7 presents descriptive statistics for these two innovation types.

Table 7. Descriptive statistics for survey items

Item M ean
Introduced an 

innovation
Item M ean

Introduced an 
innovation

Item  1 3.43 49% Item  5 3.64 56%
Item  2 3.80 66% Item  6 3.74 60%
Item  3 3.86 67% Item  7 3.96 70%
Item  4 3.70 64% Item  8 3.98 74%
Production o f  goods or 
services

3.70 62% Product or service 
developm ent

3.83 65%

Source: Authors’ research
The results indicate that 62% of the companies introduced some kind o f business process innovation 

related to the production of goods or services. More precisely, 49% of the company founders reported 
having introduced innovations that significantly reduce operating costs in their companies, 66% reported 
introducing innovations that considerably reduce the time that elapses from ordering and delivery, and 
64% reported introducing innovations that significantly improve their firm's processes. In addition, 67% 
o f  them reported having established routines that allowed their companies to operate more efficiently.

The results also show that 65% o f  companies have introduced some type o f  business process 
innovation related to product or service development. Specifically, 56% o f  startups reported implementing 
innovations that significantly accelerate product or service development, while 60% introduced 
innovations that enhance operational efficiency. Additionally, 74% reported innovations that improve the 
response time to customer complaints, and 70% emphasized the importance o f  modern technology in 
product or service development. These results indicate that hypothesis H1 cannot be rejected.

Multiple regression analysis (Eq. 1 and 2) was conducted to identify the key factors driving business 
process innovation in Serbian entrepreneurial firms. In Model 1, the dependent variable represents business 
process innovations related to the production o f  goods or services, while in Model 2, it represents business 
process innovations related to product or service development (Table 8). Independent variables are 
different innovation drivers that were found to be correlated with those two innovation types, while control 
variables are company size and industry type.

Model 1 is:
Уі =  P0 +  Pi teami +  p2culturei +  p3smalli +  p4tradet +  p5servicesi +  щ (1) 
i =  1,2, ...,n

Model 2 is:
Уі =  P0 +  Pi tenacityi +  p2teami +  p3culturet +  p4smalli +  p5tradei +  p6servicesi +  ut (2) 
i =  1,2, ...,n
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Table 8. Multiple regression analysis
M odel Coef. Std. Error t Sig.

1 (Constant) 0 .199 0.125 1.59 0.114
Quality o f  team  interaction 0.191** 0.087 2.19 0.030
Organizational culture 0 .375*** 0.089 4.19 0.000
Small -0.117 0.149 -0.79 0.433
Trade -0.043 0.189 -0.23 0.819
Services -0.219 0.146 -1.50 0.135

2 (Constant) -0.264* 0.160 -1.65 0.100
Owner's tenacity 0 .233*** 0.079 2.95 0.004
Quality o f  team  interaction 0 .149 0.096 1.55 0.124
Organizational culture 0.244** 0.095 2.56 0.012
Small 0.358* 0.182 1.97 0.051
Trade -0.082 0.216 -0.38 0.704
Services 0.413** 0.184 2.25 0.026

Model description F Prob > F R2 Adj. R2
M odel 1 9.52 0.000 0 .307 n/a
M odel 2 6.98 0.000 0 .237 0.203

Note: ***, **, *, p<0.01, p<0.05, p<0.1, respectively
Source: Authors’ research

Breusch-Pagan/Cook-Weisberg test was used for testing the assumption of homoskedasticity: x2(1) = 
18.58, p < 0.001 for Model 1, and x2(1) = 0.18, p = 0.667 for Model 2. Since the problem with 
heteroskedasticity was found only in Model 1, ordinary least squares (OLS) with heteroskedasticity robust 
standard errors were used in that model.

In Model 1, two independent variables have a positive and statistically significant influence on the 
dependent variable. Namely, the quality o f the interaction o f the entrepreneurial team (p = 0.030), which 
is in line with the findings o f [22] and organizational culture (p = 0.000) have a positive impact on business 
process innovations related to the production o f goods or services. Organizational culture is an important 
internal factor in the innovative design o f organizations, regardless o f whether it involves process 
innovation or product innovation [64], [43], [16], [17], [46].

In Model 2, two independent variables, along with two control variables (small and service company), 
are statistically significant. Specifically, the owner's tenacity (p = 0.004), which is in line with the 
conclusions drawn by [65], [66], and organizational culture (p = 0.012), which is in accordance with [21], 
[66] have a positive impact on business process innovations related to product or service development.

Hypothesis H2 cannot be rejected, as the findings indicate that organizational culture positively 
influences both business process innovation related to the production o f goods or services and business 
process innovation related to the development o f products or services. Additionally, the owner's 
persistence—an aspect o f the entrepreneur's human capital—has a positive impact on business process 
innovation related to product or service development, while the quality o f interaction within the 
entrepreneurial team has a positive effect on the innovation o f business processes in the production of 
goods or services.

In addition, small firms (p = 0.051) introduced on average a higher number of business process 
innovations related to product or service development than micro firms. This is also true for service 
companies (p = 0.026), which, on average introduced more business process innovations related to product 
or service development than manufacturing or trade companies. Manufacturing and trade companies, on 
average, introduced the same number o f innovations. This is consistent with the findings o f [52].

CONCLUSION

This paper examines the key factors driving business process innovation in Serbian entrepreneurial 
firms. The study identifies two perspectives on business process innovation: innovations related to product 
or service development and those related to the production o f goods or services.

The most significant factors influencing business process innovation in the production o f goods or 
services are the quality o f team interactions and organizational culture. Firms that foster participation,
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adaptability, and internal coherence, along with effective communication, coordination, and cohesion 
among team members, are more likely to implement such innovations.

In contrast, business process innovation in product or service development is primarily driven by the 
owner's persistence and organizational culture. Determined entrepreneurs who cultivate an organizational 
culture characterized by commitment, flexibility, and internal cohesion are more likely to introduce 
innovations in product or service development.

The practical implications o f these findings suggest that entrepreneurial firms should actively cultivate 
an organizational culture that emphasizes open communication, adaptability, and team cohesion, as these 
factors significantly drive innovations in production processes. In addition, entrepreneurs should 
strengthen their personal resilience and determination, as these traits are particularly influential in fostering 
innovations in product or service development. To enhance innovation potential, firms could implement 
targeted training programs that strengthen team interaction skills and support leadership development, 
creating an environment that sustains continuous innovation and long-term growth.

These findings provide valuable insights beyond Serbia, particularly for understanding business 
process innovation in entrepreneurial enterprises within countries with similar national innovation systems, 
such as post-communist nations. While the impact of innovation drivers varies across countries due to 
socio-economic differences, this warrants further detailed investigation.

While this research provides important information about what motivates business process innovation 
in Serbian companies, several limitations must be acknowledged. First, the study sample is geographically 
limited to Serbia. This geographic focus may limit the applicability o f the results to entrepreneurial 
situations in other countries, especially those with different socio-economic conditions. This means that 
the drivers identified here may not be fully representative o f  global entrepreneurial ecosystems. 
Furthermore, the study relies primarily on self-reporting by the entrepreneurs surveyed, which introduces 
potential biases such as social desirability that could affect the accuracy of responses. Furthermore, the 
drivers o f  business innovation may go beyond those examined in this study and involve a more complex 
interplay o f additional factors beyond its scope.
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