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ABSTRACT 
 

Local economic development gained importance in recent years. And its significance has grown 

over the years. Why is this so? The healthy and developed living and the business area don’t come 

over the night. Local economic development is a process through which actors within small and 

large cities work with partners from the public, business, and non-governmental sectors to create 

better economic growth and job creation conditions. This mutual development process allows 

personal and environmental development, further maintaining a dynamic entrepreneurial culture 

and creating business well-being to improve the quality of life for all in the community. But, what 

about the communities and environment affected by war and unrest, and later by corruption and 

unstable political structure such as Bosnia and Herzegovina? Bosnia and Herzegovina is a very 

unusual country based on three constituent peoples. The annexation of Bosnia and Herzegovina by 

the Austro-Hungarian Empire at the beginning of the 20th century left lasting consequences for 

this country, deepening the political disagreement that shapes this country to this day. These 

disagreements culminated even more in the civil war of the 1990s. Today, no prefix in front of the 

name, just Bosnia and Herzegovina with two asymmetrical entities - the Republic of Srpska (a very 

centralized entity made up of Serbs as a majority) and the Federation of Bosnia and Herzegovina 

(a highly decentralized entity divided into cantons and controlled by Croats or Bosniaks depending 

on who the majority is). In the last 30 years, Bosnia and Herzegovina suffered serious migration, 

whether they were seasonal workers, permanently emigrated, or just guest workers. This led most 

households in Bosnia and Herzegovina to rely on remittances and diaspora linkages. One region, 

in particular, stands out, the Zenica-Doboj Canton. Since entrepreneurship is an activity that 

involves starting a business, coming up with new ideas and setting up new markets in local 

economic development, this will direct his attention primarily to entrepreneurship. This paper will 

refer to Zenica-Doboj Canton as a cultural cluster/district which has become the key engine in local 

development, despite the difficulties inside the government/regional local policies. This further 

awakens the individual’s creative spirit, responsibility, and driving spirit and enriches human 

needs. Growing up in such an environment makes you only succeed and contribute to society and 

the opposite. As a result, life standard grows, and the atmosphere is evolving. Such an environment 

in which new generations are born can only make progress. 
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ABSTRAKT 
 

Die lokale Wirtschaftsförderung hat in den letzten Jahren an Bedeutung gewonnen. Und ihre 

Bedeutung wächst mit den Jahren. Warum ist das so? Das gesunde und entwickelte Wohn- und 

Geschäftsviertel kommt nicht über Nacht. Lokale Wirtschaftsentwicklung ist ein Prozess, durch 

den Akteure in kleinen und großen Städten mit Partnern aus dem öffentlichen, geschäftlichen und 

nichtstaatlichen Sektor zusammenarbeiten, um bessere Bedingungen für Wirtschaftswachstum und 

die Schaffung von Arbeitsplätzen zu schaffen. Dieser Prozess der gegenseitigen Entwicklung 

ermöglicht die persönliche Entwicklung und die Entwicklung der Umgebung, wodurch eine 

dynamische Unternehmenskultur weiter aufrechterhalten und eine neue Gemeinschaft und 

geschäftliches Wohlergehen geschaffen werden, um die Lebensqualität für alle in der 

Gemeinschaft zu verbessern. Aber was ist mit den Gemeinschaften und der Umwelt, die von Krieg 

und Unruhen und später von Korruption und instabilen politischen Strukturen wie Bosnien und 

Herzegowina betroffen sind? Bosnien und Herzegowina, ein sehr ungewöhnliches Land, ein Land, 

das auf der Gleichheit der drei konstituierenden Völker basiert. Die Annexion von Bosnien und 

Herzegowina durch die Österreich-Ungarische Monarchie zu Beginn des 20. Jahrhunderts 

hinterließ nachhaltige Folgen für dieses Land und vertiefte noch mehr die politischen 

Meinungsverschiedenheiten, die dieses Land bis heute prägen. Diese Meinungsverschiedenheiten 

kulminierten noch mehr im Bürgerkrieg der 1990er Jahre. Heute kein Präfix vor dem Namen, nur 

Bosnien und Herzegowina mit zwei asymmetrischen Einheiten – die Republik Srpska (eine sehr 

zentralisierte Einheit, die mehrheitlich aus Serben besteht) und die Föderation Bosnien und 

Herzegowina (stark dezentralisierte Einheit, die in Kantone unterteilt ist und von Kroaten oder 

Bosniaken kontroliert wird, je nachdem, wer die Mehrheit hat. Bosnien und Herzegowina hat in 

den letzten 30 Jahren eine Migration von gravierendem Ausmaß erlebt, unabhängig davon, ob es 

sich um Saisonarbeiter, dauerhaft Ausgewanderte oder nur um Gastarbeiter handelt. Dies führte 

dazu, dass die meisten Haushalte in Bosnien und Herzegovina auf Überweisungen und 

Verbindungen zur Diaspora angewiesen waren. Eine Region sticht besonders hervor, der Kanton 

Zenica Doboj. Dies wird seinen Schwerpunkt hauptsächlich auf das Unternehmertum richten, da 

das Unternehmertum in der lokalen Wirtschaftsentwicklung als Aktivität fungiert, die darauf 

abzielt, ein Unternehmen zu gründen, neue Ideen zu schaffen und neue Märkte zu erschließen. In 

dieser Arbeit wird der Kanton Zenica Doboj als kulturelles Cluster/Bezirk bezeichnet, der trotz der 
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Schwierigkeiten innerhalb der Regierungs-/Regionalpolitik zum Schlüsselmotor der lokalen 

Entwicklung geworden ist. Dies weckt den individuellen Schaffensgeist, die Verantwortung, den 

Antriebsgeist und bereichert die menschlichen Bedürfnisse. In einem solchen Umfeld zu wachsen, 

bringt die Menschen nur dazu, erfolgreich zu sein, einen Beitrag zur Gesellschaft zu leisten und 

nicht das Gegenteil. Infolgedessen wächst der Lebensstandard und die Umwelt entwickelt sich 

weiter. Ein solches Umfeld, in dem neue Generationen geboren werden, kann nur Fortschritte 

machen. 
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CHAPTER 1: INTRODUCTION 

 

INTRODUCTION TO THIS STUDY 

 

Entering the 21st century, we unconsciously accepted the new concepts of life, education, technol-

ogies, and the environment. Significant revolutionary changes in technology, science, education, 

and market requirement demand new and improved standards of learning which are not based 

solely on mere knowledge. It further promotes a whole life learning, which enables education at 

all levels of the society – not just government, but also civil society, academia, economic, and 

business society. Such whole-life learning enables a dynamic process of multidimensional devel-

opment locally, as the bare ground of every culture, state, and community. Regional development, 

according to European Commission Report, may be seen as a ̔method that helps improve quality 

of life, support or accelerate the empowerment of ordinary people, develop or preserve local assets, 

overcome market failures, strengthen cohesion, and define delivering grass-roots development pro-

jects’, European Commission Report, (2010, p. 10). The process of local economic development 

inevitably includes all actors of local communities together with partners from the public, business, 

and non-governmental sectors to create better conditions for economic growth. This development 

process runs faster or slower, depending on the countrys̕ economic, political, and social situations. 

Looking at the current situation in BaH, this countrys̕ historical, political, geographical, and demo-

graphic aspects must be considered. The Ottoman Empire enslaved and set back the progress of 

this country, along with two great wars and communism and its disintegration followed by the civil 

war of the 1990s. Exacted migration, war, inflation, ubiquitous hunger, and poverty often forced 

the population to find their way to survive. Some regions are strongly affected by migration, and 

people simply went go belly up for bread in hopes of providing their families the best they can. 

Certain areas are more developed than others due to this fact. According to Oruč (2011), migration 

remittances represent the most significant inflow to BaH, as they are six times larger than FDI and 

three times more than ODA to this country. This phenomenon caused unequal developments where 

one region is significantly more developed than others.  

The main idea of this paper was to empirically investigate and present the state of entrepreneurship 

and local economic development in BaH, focusing on ZDC. Why this region? This region has 
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recorded great economic-financial in recent decades, placing this region at a high standard of living 

compared to the rest of BaH. The leading indicators and trends in BaH indicate that the ZDC region 

has great potential in total production and sales, export revenues, number of employees, and in-

vestments. The ZDC region’s unique potential for business zones and developed organizations to 

support entrepreneurship grows inevitable. Therefore, the interest in the European Union and its 

development agencies has increased tremendously in the last ten years. The purpose of empirical 

research was to find the reasons for the industrial and craft tradition which caused the flourishing 

of entrepreneurship, especially in the years after the war.  

This paper is divided into two parts. The first part presents a literature review that attempts to cover 

and answer relevant and valid questions related to research, theoretical concepts, and practical ac-

ademic issues related to entrepreneurship and local economic development. Local economic de-

velopment in itself requires a wide range of aspects. The purpose of regional economic develop-

ment is cooperation and joint work of local communities to strengthen the financial capacity of the 

local area to empower and encourage local people to contribute to local development. Many local 

development functions like local government and the private sector play a key role in gaining and 

organizing civil society and supporting local initiatives and needs. The goal of theories and litera-

ture is to recognize and point this out because the foundation of a healthy entrepreneur is precisely 

the strength of local institutions. Only that ensures further progress and development of entrepre-

neurs. These theories, proposals, and critical reviews will give me a basis for creating hypotheses 

based on which I can draw later conclusions as well as the answer to the central question of this 

paper: What triggers and mechanisms are responsible for local economic development in the ZDC 

- BaH? Hypotheses will contribute to the creation of a questionnaire that will be sent to a large 

number of entrepreneurs in the ZDC. In addition, insight into the perspective of the region̕s devel-

opment agencies will be needed. For that reason, one survey will be sent to one of the employees 

in the development agency of this region. In addition, respondent̕s answers will provide insight 

into local government, development agencies, and civil society organizations in the ZDC region. 

We are already talking about the second part of the paper here. This work will present a case study 

of entrepreneurship and the process of local economic development in the ZDC. Gathering infor-

mation on the spot gives a detailed insight into the overview of the situation, which is then rein-

forced and strengthened by a theoretical framework. Entrepreneurs of this region have proven their 

ability, long industrial and craft tradition, and achieved a comparative competitive advantage de-

spite the challenges and difficulties caused by the civil war. Of course, we should not forget the 
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developed metal-turning, metal-processing, wood-processing, chemical industry, construction, 

mining, and energy in this area before the civil war. Yet the challenges posed by the causes of the 

devastating war, which devastated administrative, technical, and economic, plague even the most 

economically developed countries. Increased corruption, unrest, the state of  ̔wild Texas̕ unstable 

political situation, inflation, and sanctions have enslaved and hindered the progress of this country 

for decades, and thus of this region. However, the inhabitants of this region record good results and 

achieve a comparative economic advantage over the rest of the country. For years, they have been 

attracting attention with flawless exports and attracting the attention of development agencies and 

programs from the European Union. This paper seeks to identify and discover the causes, mecha-

nisms, and triggers that led to this situation. In the final part of the paper, the respondent̕s answers 

and presented as answers to hypotheses. The discussion of the obtained results will be done in the 

conclusion.  

 

RESEARCH QUESTION 

 

The following analysis will guide this research and work: 

What triggers and mechanisms are responsible for local economic development in Zenica Doboj 

Canton – Bosnia and Herzegovina? 

1. What triggers and mechanisms do local economic development need and meet? 

2. How should local economic development look like? 

3. How does should entrepreneurship look like? What type of entrepreneurship is in BaH? 

4. To what extent does the current social and political situation in BaH affect local economic 

development? 

5. What can be done to fill the gap between needed ̔triggers and mechanisms̕ and the situation 

where local economic development works? 

 

Sub questions will be formed so that they can create a structure and skeleton of this Master thesis. 

Besides the goal to investigate the current local economic development situation in BaH, 

The first three questions are of a literature nature and ask for material, research, and theoretical 

study. This thesis aims to establish and support the significance of entrepreneurship and local 

economic development in countries like BaH. Also, the goal is to show the potential of 
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supporting entrepreneurship and local economic development. The fourth question is the manner 

of an empirical study of this work. The idea is to show the current social and political situation in 

BaH, actually in ZDC, where allegedly migration and remittances play a crucial role in the devel-

opment, process, and tempo of entrepreneurship in BaH (the survey and the answers will provide 

us the answer to this question). This also compares the ideal situation in literature and is based on 

the empirical study situation in the field. The fifth question will be a set of suggestions on how to 

fit many triggers and mechanisms into local economic development to maintain this development 

process.  
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CHAPTER 2: LITERATURE REVIEW 
 

As mentioned above, the literature review asks for material and theoretical research to outline the 

basic terms of this work, local economic development entrepreneurship, and its significance in this 

study. This chapter will outline the basic meaning of regional economic development and entre-

preneurship. This literature review provides a description, critique, and definition of the research 

problem based on the books, literature, and materials surveyed. 

And finally, it provides a valid comparison and review of things and situations, both in the field 

and theoretically. Why is this important? Because very often, the definitions give a rough overview 

of things and what should be strived for, but time changes and the environment adapts and strives 

for perfection.  

 

LOCAL ECONOMIC DEVELOPMENT 
 

Local economic development definition changed over by time because it has changed its condi-

tions, the way it influences, and the significance it makes for the environment. 30 years ago, we 

would maybe evaluate local economic development in terms of great jobs, increased production 

productivity, or the construction of urban infrastructure. It internalizes the notion of serving the 

public interest, addressing the needs of disadvantaged persons, and environmental protection ref-

erenced in the core values above. To help the public interest in economic development planning, 

market failures must be addressed, Green Leigh and Patterson (2019). Additionally, despite being 

very critical of local economic development, this work supports and measures growth, according 

to Leigh and Blakely (2016), where a community's standard of living can be preserved and im-

proved through human and physical development based on equitable and sustainable principles. 

According to Blakely et al. (2013), there is nothing wrong with creating wealth and jobs, but equat-

ing economic growth with economic development can be misleading.  Blakely et al. (2013) claim 

that the blind pursuit of economic growth can destroy the foundation for economic development. 

They further explain that very logical and picturesque, where exhaustible natural resource supply 

leads to economic growth, but not necessary to a local economic development where his part is 

green economy and sustainability. Malizia et al. (2021) strongly emphasize the local development 

process, bringing together the economic base, linkages, product cycles, entrepreneurship, and in-
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stitutions. Although this model is primarily demand-driven and sensitive to the distribution of re-

sources within the economy, it also acknowledges essential factors on the supply side, such as 

entrepreneurship. In the long run, urban growth leads to larger markets and more interaction within 

industrial complexes and clusters, including technology-linked companies with buyer-supplier 

agreements. According to Malizia et al. (2021), development is not just a continuous and upward 

trajectory but also an interactive process of invention, innovation, and commercialization. The re-

sult is a higher level of welfare in terms of (1) income level, (2) income stability, and (3) income 

distribution. Also, an immutable fact is that the global economic system is primarily being impacted 

by the local economic system and planning, infrastructure, politics, policies, and general local at-

mosphere and all goes upwards, from more minor to bigger economies.  

 

ENTREPRENEURSHIP 
 

Entrepreneurship gained in a new age of significance. It promotes knowledge, creativity, driving 

spirit, courage, responsibility, dynamism, dedication, and perseverance. The literature mainly fo-

cused on entrepreneurship sees entrepreneurs primarily as an innovator who has the skills and ini-

tiative necessary to anticipate future needs and place new ideas on the market. They are not repre-

sented as the typical person who owns a business and pays bills and taxes regularly. This is why 

became important to stimulate entrepreneurial activity, to keep the economic development sustain-

able. Small entrepreneurship targets and influences development and yields in small and underde-

veloped environments, providing opportunities for people with limited resources to be part of the 

entrepreneurial family and to contribute to their own family. Dabson (2001) suggests that micro-

enterprises, sole proprietorships, partnerships, or family businesses can raise income and assets 

among low-income and disadvantaged populations. On the other hand, the understanding of entre-

preneurship is broadly accepted and supported from different angles. Considerably widespread, 

torn and misunderstood, reduced to raw capitalism and moneymaking, often taken for granted. 

Knudsen and Swedberg (2009) claim that by tradition economists have not paid attention to 

entrepreneurship. They argue that it is crucial to realize the difference between a general theory of 

entrepreneurship and one that deals with entrepreneurship in a capitalist economy.  

After that, being dragged into this process of changes, advancement, and adjustment, a particular 

group of people and population rejects changes for different reasons. Traditional reasons, age, ob-

solescence of technology, and lack of knowledge get in the way and refuse to cooperate.  
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The question of geographical proximity or distance has been circulating for years in the literature 

related to entrepreneurship and the sharing of so-called tacit knowledge. According to Audretsch 

and Thurik (2000), geographic location proximity importance can be seen as paradoxical or even 

unnecessary in the era of technological innovations and conveniences. Knowledge and information 

are distinct, which resolves this paradox. 

The entrepreneur is often subject to local policy phenomena. Thus, his behavior and decisions are 

often influenced by these policies. Korunka et al. (2010), researching and predicting individual 

variables of start-up companies, concluded the vast majority still depends and are conditioned by 

environment/resource interactions.  

 

TRADITIONAL ENTREPRENEURSHIP 
 

Traditional entrepreneurship is mostly related to starting your own, family business in small com-

munities. Small communities have different motivations for starting a business where resources, 

markets, and opportunities are limited. An entrepreneur emerges out of a sea of ideas, mainly driven 

by a desire for proof, profit, and personal fulfillment. 

Depending on the motives of starting own business, it also depends on the models and ways of 

running a company in the future, as well as the rules of doing business in one market. First, the 

most important motive is the opportunity, created and gathered through years and years of work 

and experience of an entrepreneur Baron (2006). It turns out that experience and knowledge are 

most crucial, and decisive in starting and surviving a business. 

Working on this research, many encountered the reasons of the necessity, and the need to survive 

among the respondents. To put it simply, self-employment is seen as the only opportunity for work 

and job enjoyment. They often do not have an adequate business idea, but copy existing businesses, 

close to the knowledge, skills, and competencies they possess or believe they will master. There 

are many small craft shops, such as merchants, carpenters, electricians, upholsterers, shoemakers, 

and painters started on the basis of previous work experience of business founders. Frequent mis-

takes of the founders of such business activities are to enter a private business without carefully 

done business analysis formalized in the form of a created business model and business plan, 

Petković (2021). Numerous firms run by these business people are there to remain, in spite of the 

fact that they are littler and anticipate to develop less than other firms, Poschke (2010).  
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On the other hand, in small communities, it has always boiled over from entrepreneurial artisans, 

born and learned in the family circle, or simply those who opened something of their own and 

continued to do so because they recognized the local market’s need for this type of product or 

service. Business plans and market expansion are not their priority, they balance the demands of 

work with their family lives and survive. 

Out of these reasons and categories here, not every enterprise can be considered entrepreneurial. 

An entrepreneurial firm, company, merchant, and enterprise is considered to growing, full of po-

tential business that shows exponential growth, creates new products and opportunities in accord-

ance with customers̕ needs, and experiences dramatic changes relating to personal development 

and growth. Increased investments, investing in new own products and services, creating the vision 

and mission of the company with continuous improvement of marketing and business plans is a 

feature of a company that has the potential for full growth and development, expansion, and distri-

bution outside the region or state where it allows itself the opportunity to create its own rules and 

regulations.  

GROWTH AND DEVELOPMENT 
 

After years and years of literature insisting on the growth and development of a local community, 

environment, region, and state, many authors have decided to make an essential distinction between 

growth and development. These differences in practice are really difficult to distinguish, but one 

thing is for sure: growth always means a change expressed in physical quantitative characteristics, 

and development cannot often be expressed in units. This is the kind of progress that often stagnates 

but never ends. Becker et al. (2005, p. 110) claim that Schumpeter makes a gradual distinction 

between incremental change which he called, growth, and a more fundamental change which he 

named economic development. How does this work in rural areas? 

What is characteristic of rural areas is the underdeveloped consciousness of citizens and entrepre-

neurs in the development of critical awareness and divergent thinking. The desperate entrepreneur-

ial culture contributes to that, lack of reformed education, lack of clear market rules, and external 

sources of funding. Small population size and density, and as a result, constrained local demand, 

make it troublesome for provincial businesses to attain economies of scale or basic mass, Dabson 

(2001). This is the reason small economies mostly don’t achieve the true sense of world economic 

growth. The increased outcome in products and services through a significant number of small 
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businesses and entrepreneurship firms leads to a broad aspect of possibilities for locals to buy and 

spend. In that case, only the purchasing power of consumers grows, is in a large number of cases 

satisfies and silences. In these cases, some nations find themselves overcoming difficulties very 

easily and reach incredible levels of economic growth, the others stagnate or even drown in their 

own debts. Salem (2014) claims that the advanced political hypothesis of financial develop-

ment moreover affirms this. The modern political development hypothesis centers on the funda-

mental determinants of financial development such as the quality of administration, legitimate 

roots, ethnic differences, vote-based system, belief, debasement, teaching in common, geological 

imperatives, characteristic assets, and the association between worldwide financial integration and 

development. The modern political development hypothesis states that destitute nations, even 

though they have the potential for economic growth, will never accomplish financially.  

 It seems that reading the global literature of various researchers, economic growth policies are in 

fact tools for the global economic development of developed countries for developing countries. 
The idea that reducing poverty is correlated with economic growth is the foundation of economic 

expansion initiatives in developing nations. As it is currently practiced, economic development 

involves a wide range of public and private sector participants, including development organiza-

tions, national governments, businesses from industrialized and developing nations, community 

organizations, and populations in need who are dedicated to ending poverty and related conditions 

in developing countries, Salem (2014).  

Economic development in rural areas takes care of securing jobs and monitoring market demand 

and providing products and services. Broader aspects of economic and regional development are 

often left out, such as environmental protection, infrastructure, and development of local institu-

tions, the production and use of alternative energy sources, healthy food labels, etc. Development 

of the necessary institutional infrastructure (specialized government agencies, NGOs, advisory ser-

vices supporting the local administration) and technology infrastructure is essential for the eco-

nomic stimulation of rural regions (road systems, water supply systems, sewage systems). There 

must be multifunctional development, Sobczyk (2014). The importance of social entrepreneurship 

is also taken into consideration in this case.  
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ENTREPRENEURIAL CLUSTER  

 

According to Porter (1998, p.10) ‟clusters are geographic concentrations of interconnected com-

panies and institutions in a particular fieldˮ. Clusters include a variety of related sectors and other 

crucial to competitive entities. They include providers of specialist infrastructure services as well 

as suppliers of specialized inputs like parts and machines. Additionally, clusters frequently go 

downstream to channels and clients and laterally to businesses in sectors connected by shared ex-

pertise, technology, or input standards. Finally, many clusters contain governmental and other or-

ganizations like colleges, organizations that create standards, organizations that offer vocational 

training, and trade groups. They offer expert instruction, knowledge, data, research, and techno-

logical assistance, Porter (1998). Since some countries and regions have per percent more self-

employers and entrepreneurs than other countries and regions in this way, within a certain time, 

when in the region are enough entrepreneurs and the development rises, it can be noticed some sort 

of the entrepreneurship pandemic, caused by regional entrepreneurship clusters. The interest in 

entrepreneurial clusters has grown among academics, scholars, and economic development experts 

for a reason. Delgato et al. (2010) raised the question of whether clusters originate from 

entrepreneurship and activities related to entrepreneurship or if they are formed independently of 

and impact entrepreneurship. Small and medium-sized businesses and clusters are forced to 

discover alternatives to development through large managerial corporations as the global economy 

imposes its tendencies and traditional regional development plans and models can't keep up with 

them. Entrepreneurship is, without a doubt, positively associated with economic growth creating 

fertile ground where entrepreneurship impacts development and growth. The answer to the 

question of how to trigger entrepreneurial activity lies maybe in clustered entrepreneurial society, 

where geographically grouped industrially similar firms and associated with economic and social 

needs. According to GIZ (2021) report, when suppliers and additional service providers migrate to 

locations where there are already enough partners with complementary skills, clusters might form 

on their own. This may result in an improvement in the region̕s economic situation, making it more 

appealing for the relocation of new, complementing businesses and the creation of associated 

clusters. [2022-04-02].  

Porter (1998) does not guarantee the success of the company by operating within the cluster. Small, 

but local elements of entrepreneurship and achieving competitive advantage are definitely a long 
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and safe path to establishing global competition. In principle, the key advantages of geographical 

proximity are definitely the flow and availability of information, thus facilitating access to suppliers 

of human resources and tools, insight into innovation, and the ability to respond to change due to 

drastic external influences. In principle, these are all tools that companies can use to achieve their 

competitive advantage, which of course does not guarantee all companies are the same. Why? The 

key is to be different and innovative, which means that the wrong strategic positioning can 

eliminate all the positive effects of improving operational performance.  

Rocha (2004) claims that given the spatial variations of entrepreneurial activity across regions, it 

is worth studying how clusters, a special regional context, moderate the relationship between en-

trepreneurship and development. Rocha (2004) tried to explore from a literature review standpoint, 

whether clustered entrepreneurial activity generates more development than non-clustered. In order 

to identify the potential causes of the effect of clusters on the relationship between entrepreneurship 

and development, Rocha (2004) summarized the ‟evolution of the cluster concept, the associated 

schools of thought, the context in which the theoretical development took place, and the anteced-

ents and consequences of clustersˮ (p. 369). His main focus is Marshall (1966) and his ‟localization 

of economiesˮ in form of clusters, which he defines as ‟industrial districtsˮ. ‟Industrial districtsˮ 

have the role of localization industry - i.e. ‟concentration of small businesses of a similar character 

in particular localitiesˮ Rocha (2004, p. 369).  

By fostering a competitive environment and fierce competition among businesses due to the pres-

ence of close competitors, clusters provide established relationships and more information about 

opportunities, lower entry, and exit barriers, open up specialized market niches and complement 

other local businesses that have succeeded by providing role models and capturing necessary links 

(see more Rocha, 2002, p.38). Based on these claims and assumptions, one parallel can be drawn: 

the clusters are indeed a litter of comparative advantage in the global economic competition since 

they provide knowledge, proximity advantage, and relationships.  
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CHAPTER 3: LOCAL ECONOMIC DEVELOPMENT 

and ENTREPRENEURSHIP 
 

Local economic development is one of the most researched and controversial areas in the economy. 

Its impact is being investigated and observed, directly or indirectly, in order to determine the de-

velopment degree of area, region, or state. Economic development is a broad, multidisciplinary 

umbrella over a range of sub-disciplines in social and physical sciences such as economics, engi-

neering, geography, political science, and sociology, Leigh and Patterson (2016). Local economic 

development has been inevitable when it comes to new world order and geography, where central 

positions in development have been undertaken by the periphery and locals. In their 2012 article, 

Carroll and Blair cite Krugman (1991) for opening this new chapter in the dialogue by 

demonstrating how ‟multiple pole-periphery end states could arise from the interaction between 

economies of scale, transportation costs, and market sizeˮ (p. 51). The presence of such a local 

sector encourages all types of innovation externalities that involves knowledge, innovation, skilled 

labor prosperity, and better standard for the local environment.  

On the other hand, traditional rural assets like inexpensive land and labor cannot now guarantee 

long-term regional development in a fast globalizing economy. In an increasingly globalized 

context, new asset combinations, such as those that make use of regional labor, innovation, 

lifestyle, financial, and information capabilities, will determine the economic prospects for both 

rural and urban communities. Despite the fact that small businesses have been adversely affected 

by the existence of ‟the world of global markets, global products, and global players̕ˮ, Thurik 

(2011) emphasizes the significance of small and young firms, which have emerged as engines of 

economic and social development in highly developed economies, (p. 147-148). The transition 

from a controlled to an entrepreneurial economy was described by Thurik (2011). 

Obviously, local economic development and prosperity don’t go without entrepreneurship itself. 

Whenever development itself is mentioned in the literature, it has always gone hand in hand with 

entrepreneurship. The fact is that for decades the world economy and order were based on public 

companies, non-governmental organizations, and companies that provide services in general. 

Guaranteed life employment and social security have long been the basic pillars of security for an 

individual in the 1990s and early 2000s. The advent of technology and the daily influx of new 
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information and innovation are transforming communities around the world. Additionally, the 

growing literature on this phenomenon and its inseparable combination has spread awareness and 

lobbied for complementary local economic development and entrepreneurship. The new business 

patterns and strategies evolving from this process demanded also the participation of educational 

institutions, universities, and colleges that would spread awareness of the widespread use of 

entrepreneurship but also entrepreneurship in a new form such as social entrepreneurship. The im-

portance of social trust, local networks, and community connectivity as being fundamental to a 

community's social and economic health is highlighted in this way. The social capital literature 

contained various policy recommendations, from supporting anchor public institutions like schools 

and civic groups to bolstering local business networks, Pages et al. (2003). Therefore, entrepre-

neurship, in itself, if not properly nurtured can challenge challenging environments in which one 

local community may find itself. The emergence of wild competition that suffocates the domestic 

economy, creating a bottleneck in a small environment for business ventures, attracting foreign 

investors without previously protected domestic interests, too light regulations for seeing business 

and etc. were just one of the cases we witnessed when it came to ‟violent growthˮ in an environ-

ment. There is a great need in supporting a new approach to strengthening the linkage between 

entrepreneurship and economic development.  

Martinez-Fierro et al. (2016) explored in their work the relationship between the entrepreneurial 

environment and the country’s stage of economic development. Many studies find evidence of how 

the entrepreneurial impact changes and differs among the regions and countries. Martinez-Fierro 

et al. stress what is arguably the greatest explanation of the link between these two concepts ever 

(2016). The role of entrepreneurship reduced numerically but rose qualitatively with rising eco-

nomic growth. The fundamental idea is that business strategies and policies derived from devel-

oped institutions nurture entrepreneurial activities, and they themselves did not arise that previous 

entrepreneurial activities did not create the basis for the creation of these strategies. 

The division of entrepreneurial activity depends on the game's rules. This means that entrepreneur-

ship is not inherently productive or unproductive. Rather, the available rewards make entrepreneur-

ship socially productive or unproductive, Sautet (2013). Furthermore, the paradox of success of 

some entrepreneurs, despite the low incomes and poor economic growth situation in many coun-

tries is often something to be encountered. Even in the cruelest conditions in one state, there are 

always a few individuals who find their way to make gains from trade. This is also how the illicit 

and black markets arise and survive.  
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Based on the examples above, it can be concluded that the current state of theories and empirical 

research about the correlation between entrepreneurship and economic growth does not depict the 

true state of affairs nor does it prove a causal relationship. Sautet (2013) reports the results of the 

study conducted by Acs and Varga (2005). It has been shown by Acs and Varga (2005) that entre-

preneurship contributes significantly to economic development through the knowledge spillover 

effects it generates, but this was not found empirically for necessity-based entrepreneurship, which 

usually does not lead to technological change. Sautet (2013), on the other hand, does not consider 

this necessary. An entrepreneur’s offer on the market is not a real growth indicator. Rather, it is the 

incentives affecting entrepreneurs that lead to unproductive entrepreneurship. Acs (2006) was a 

chair of the research committee in the Global Entrepreneurship Monitor project, where the under-

standing of entrepreneurship has moved to other high levels. The GEM (2009) report also testifies 

to this, where the development curve, as grows, moves from necessity entrepreneurship towards 

opportunity-based entrepreneurship. The industrial sector, in different stages of development, 

grows and expands, starts supporting industrialization, and connects with business and educational 

institutions, consolidating its support in all aspects. As a key element of entrepreneurship, GEM 

(2009) also monitored and assessed entrepreneurial activities. For instance, due to its motivation 

by economic need, entrepreneurial activity occurs to be quite high in factor-driven sorts of 

economies. Compared to finance and efficiency-driven economies, opportunity-driven 

entrepreneurship is anticipated to be more prevalent in innovation-driven economies. 

Entrepreneurship, in terms of economic strategies, can be observed on local and systemic levels. 

Many researchers, in recent studies, started to distinguish and differentiate entrepreneurship, con-

sidering that entrepreneurship has a limited impact on growth, especially in developing countries. 

This is how local entrepreneurship stands out, in a nascent stage, and remains mostly on local 

institutions and simple organizational structures, exploiting mostly local opportunities and re-

sources. Local entrepreneurship, in most cases, doesn’t impact economies of scale and remains 

mostly personal and informal relations. The approaches to international economic growth are not 

universally effective; no one size fits all, Acs et al. (2008). Furthermore, insists on understanding 

the nexus between entrepreneurship, economic development, and institutions. These realizations 

help to explain why local, productive entrepreneurship, but not systemic entrepreneurship, appears 

to be advantageous for emerging nations, Acs et al. (2008). Distinguishing local from systemic 
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entrepreneurship, according to Sautet 2013, the foreground insights we put on the surface are the 

inside relations and social cooperation state.  

The term ‘systemic entrepreneurship’ refers contrary to local entrepreneurship and activities head-

ing above local entrepreneurship. This is the situation where a formal and complex institutional 

framework is being included, through international networks, policies, and politics. By creating 

organizational structures that enable the exploitation of possibilities beyond the original local level 

through the capture of economies of scale and scope, systemic entrepreneurship takes place, Sautet 

(2013).  

CHAPTER 4: IS ENTREPRENEURSHIP A RURAL 

ECONOMIC DEVELOPMENT POLICY? 
 

When thinking about entrepreneurship and its significance for economic development it is certainly 

that became an article of faith and hope that it will lead to positive economic outcomes. And while 

researching and reading about this topic, it is impossible not to notice the different attitudes and 

controversies that are taking place parallel. While researchers and scholars express concern and 

doubt about how to properly define and find the right place for entrepreneurship in local economic 

development, local authorities are competing to include entrepreneurship in local economic devel-

opment policy in order to improve the regional economies and prevent the poverty.  

Dabson (2001) insists on two things when it comes to promoting rural entrepreneurship: identifying 

constraints to minimize losses and training on gaining comparative advantage. Henderson et al. 

(2007), based on many articles, find entrepreneurship as a valuable mechanism for rural economic 

prosperity and boost. According to Henderson et al. (2007), local entrepreneurs provide money, 

jobs, and economic growth in addition to being creative consumers of other resources and assets. 

At the local level, research has discovered a significant link between entrepreneurship and long-

term employment growth, Acs and Armington (2003). Fostering local innovation and entrepre-

neurship is a preferred method for promoting economic growth, Pages (2004). However, there aren̕t 

many metrics for measuring rural areas entrepreneurial strengths. 

It might seem easy and reachable to the amount of information and transparency in a small, limited, 

and easily manageable environment. Entrepreneurs depend on internal connections that promote 

the exchange of products, services, knowledge, and concepts. In rural areas, the intensity of familial 
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and personal relationships can occasionally be beneficial, but they can also be a barrier to produc-

tive commercial interactions. The inter-community rivalry may limit opportunities for regional col-

laboration and economic transactions may get less than rigorous impartiality. For fear of permitting 

more competition in a small market, existing firms may be resistant to new business development. 

Local politics might muddy up power structures and decision-making procedures, Dabson (2001). 

But, on the other hand, an easily manageable and limited environment has problems of saturation, 

limited income, and a small, non - interested (passive) market.  

There are some locational effects that come into question when dealing with rural economic policy. 

According to OECD, ‟territorial divides affect all aspects of living: distribution of income and 

wealth; access to quality fundamental public services, and recognition of one’s values, roles, and 

aspirations. Inequalities exist between small towns and mega-cities, peripheries and centers, and 

rural and urban areas. These territorial and spatial divides are at the root of growing public anger, 

in some places more than in others, and have become a source of social and political turmoilˮ 

(2019, p. 1). ‟Indeed, regional development is a policy of policies, and one of the very objectives 

of the place-based approach actually becomes reforming national and regional sectoral policies in 

a space-aware directionˮ (ibid, p.2).  

LOCAL INSTITUTIONS AND THE POLITICS 
 

This section is extremely important for understanding the relationship between local institutions, 

local development as a process, and the enterprise in general. The structure of local, and political 

institutions is a key variable that determines the business outcomes of companies, their policies, 

and their relationships with the environment. Local institutions and their politics are crucial key 

players and performance indicators of an environment, creating a fertile ground for the successful 

functioning of the company and harmonizing its work with the local community. Unfortunately, it 

is an indisputable fact that local institutions and policies are vulnerable to influences and changes 

from the governing structure of government. The nature of local political games and the incentives 

of local political actors can also be shaped by government structures. Many authors discuss the 

influences and instruments of local politics, however, most agree on one thing: local politics is less 

an instrument of economic competition between regions and more serves the function of local 

needs. 
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Hajnal and Trounstine (2010), chose a challenging task and tried to explain the type of local gov-

ernment that works best and mediates between state institutions, local policies, and the needs of 

residents. Specifically, ‟nonpartisan elections and the city manager form of governmentˮ (p.1134). 

The argument for replacing mayors with city managers concerns that a non-elected city manager 

has a much greater ability to ignore voters, thereby reducing public influence over policy. Eco-

nomic concerns could take precedence over political considerations, allowing the local policy to 

align with business interests more with development spending. Nonpartisanship will result in a 

smaller number of well-off residents exerting influence, resulting in a greater emphasis on devel-

opment and less on redistribution. The more significant fundraising constraints are expected to 

limit the amount cities can spend on redistribution and result in a concentration of resources on 

development. In order to limit and control the consumption of the local self-government, it is nec-

essary to introduce fiscal restrictions that can control the amount of debt that the city reaches. In 

order to limit and control the consumption of the local self-government, it is necessary to introduce 

fiscal restrictions that can control the amount of debt that the city reaches. This is due to the exist-

ence of constitutional or legal restrictions, which control e.g. local property taxes and allows for a 

balanced budget for the city. Unfortunately, according to the research of ibid, development spend-

ing is far from dominating local self-government expenditures. Spending on the construction of 

streets, highways, improvement of transport and public transport, and airports accounts for only 

12% of local budget expenditures. Although the central government holds the key instruments for 

defining the rules of the game, certain instruments are also available to local government units. On 

the one hand, these are opportunities for local institutional experiments, and on the other, for the 

use of some institutional solutions, both for the purpose of encouraging economic development. Of 

course, those institutional solutions are not equally effective. Some solutions are more a matter of 

planning others are more pro-market. 

Local self-government, therefore, faces constant challenges of constant economic progress and 

monitoring of market demands, as well as changes in attitudes towards citizens, thus the need and 

responsibility for better business and provision of better services, and improvement of living stand-

ards arise. Apart from the financial effects, there is an obligation and need for better transparency, 

respect for human rights and obligations towards the worker, social insurance for quality assurance 

of public services, measures to protect the environment, and attitude towards the community. Re-

forms of state administration, monetary policy, the judiciary, and strengthening of the rule of law 

are essential for the local government to promote economic and social development. The result is 
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a good business environment that only attracts investors. In a legal state, contracts are guaranteed 

and the market is open. A higher level of political freedom inevitably follows economic freedoms.  

Administration at the municipal level is the responsibility of the mayor/or city manager in more 

modern societies. That position, unfortunately, is still seen as only an executor and enforcer of laws 

and authorities. He should coordinate, cooperate with the heads of individual secretariats, and im-

plement reforms and improvements. Unfortunately, in many post-Soviet as well as modern socie-

ties, there is no continuous public training program for this job position, neither at universities nor 

as a training and training program. Within the administration of most societies, the so-called merit 

system is in force. Public administration jobs are based on educational and occupational qualifica-

tions, ability tests, and business performance. The merit system is part of personnel management 

and aims at productivity and efficiency. The system introduces the spirit of the private sector to the 

public sector, where workers are protected from punishment for inactivity, jobs are safer, rights are 

more important, and political suitability is more important than expertise. An inefficient, incompe-

tent bureaucracy is spawned from such a relationship, which produces evil employees and demo-

tivates good ones.  
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CLUSTERS AND REGIONAL DIVERGENCE 
 

Even how the development paradigm and needs to declare some places as industrial clusters emerge 

is unclear. In one situation, it places the particular area in an overall framework to help policy-

makers in the creation of efforts to encourage that growth. In another case, it defines clusters as 

specialized, functional groups of entrepreneurs stationed inside a region. The first concept̕s under-

lying justification is to produce analytical findings that can offer perceptions of the factors that 

successfully support cluster growth and, in turn, help local and regional policymakers in formulat-

ing their development policies, Wolfe and Gertler (2003). Martin and Sunley (2003) rather urge us 

to be careful in the construction of this term. In most countries, the current regional politics and 

rural development politics haven’t made it, in most cases, to stop the regional divergence and lag-

ging behind rural areas. Delgado et al. (2010) also state that it is helpful to take into account how 

similar clusters in nearby areas affect entrepreneurship. On the one hand, robust clusters in nearby 

regions increase potential and reduce startup costs (e.g. by providing access to suppliers and cus-

tomers, allowing firms to leverage local technology and institutions, etc.). There are possible prob-

lems that could arise in connection with regional divergence: 

 Is it even possible to create stable and constructive forms of cooperation between regions 

without toxic competition? 

 is it possible to involve other regions in cluster concepts in order to reduce regional diver-

gence and establish a worthy competitive cluster? 

 Is it possible to establish collaborative networks between them in order to flow information 

and innovation? 

Based on Delgado et al. (2010), clusters that are co-located in nearby regions benefit from inter-

regional spillovers. Locational rivalry is enabled by the presence of clusters. Delgado et al. (2010) 

discovered in their research many yet concurrent factors in the increasing number of enterprises. 

They refer to all newly founded, newly established, and expanding businesses within a cluster to-

gether as ̔convergence̕. The dynamics of the enterprises are in fact impacted by clusters, but further 

investigation calls for new study issues. One thing is certain, though: robust regional clusters in-

crease the variety and breadth of entrepreneurial start-up options while simultaneously lowering 

startup costs. 
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Also, some regions tend to be more developed than others, because of many reasons. Geographical 

availability and flow of information, relief, natural resources, and the demographic picture all tend 

to shape the region according to their standards. As a result, the cluster can grow and generate 

benefits in terms of innovation and efficiencies, and become more and more attractive to employ-

ees, firms, researchers, and bigger companies. Some smaller firms, whose focus is not on this ac-

tivity tend to decrease their activity since the focus is mainly oriented on only one group of work 

and industry type.  

There is no general agreement on a definition of a cluster, for a simple obvious reason: every re-

gion, country, state, or area has its own cultural, political, historical, bureaucratic, and local demand 

differences. What is inevitable in the small and narrow concentration of one region is the effect of 

knowledge spillover. The concentration of many people working on a similar set of economic prob-

lems produces a widely shared understanding of an industry and its workings, Cortright (2006, p. 

21). In most cases, the focus lies on ideas and innovation, in order to create a great output. The 

creation process enables knowledge spillover and tacit knowledge, also the process of turning tacit 

knowledge into explicit knowledge.  

When it comes to entrepreneurship, it is often argued that entrepreneurship is the main engine for 

knowledge spillover, innovation, and economic growth in general. In this case, entrepreneurship is 

being included in this cluster characterization with purpose and reason. According to Block et al. 

(2012), entrepreneurship is more likely to have an impact on the process by which information is 

transformed into new-to-the-market innovations than new-to-the-firm inventions. According to 

Cortright (2006), entrepreneurship encompasses both a person's readiness to start a new firm and a 

business owners̕ willingness to implement novel ideas. It is unavoidable and crucial that entrepre-

neurship plays a big role in clusters. Clusters are made up of individuals who have ideas that blos-

som into enterprises and environments. Rarely does any literature highlight how important entre-

preneurship is to growth, development, and cluster influence, as well as to development in general. 
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CHAPTER 5: LOCAL ECONOMIC DEVELOPMENT 

AND ENTREPRENEURSHIP IN BOSNIA AND HER-

ZEGOVINA – ZENICA DOBOJ CANTON 
 

HISTORICAL BACKGROUND 
 

Economic development, in general, has always been driven from the top of the administration and 

politics of a state or organization. When talking about this, it is mostly thought about the stimula-

tion of entrepreneurship, recognized as the engine of economic development, according to many 

researchers (Armstrong 1999, Ateljevic et al. 2013). Encouragement of economic growth, or en-

trepreneurship, in particular, entails the introduction and promotion of measures that significantly 

boost employment rates and energize regional enterprises, Skica et al. (2013). That means investing 

in small and medium businesses and their entrepreneurs, support of locally owned businesses by 

buying their products and also lobbying for their purchase, and restitution of the local governments 

through policy improvement in order to boost the development in many aspects of life. Local peo-

ple have practical knowledge and are mostly sources of great ideas that can improve local living 

standards.  

BaH, a post-communist and post-war state is located in the heart of the Balkan peninsula, and 

borders three states that are struggling with the same problem (Serbia, Montenegro, and Croatia 

transition problems from communism to capitalism, same problems introduced Croatia into the 

EU). BaH, at the crossroad between two worlds (East and West), is in the process of integration 

into the European Union. Destroyed from within by war, ethnic disagreements and differences seek 

within this process of integration to implement the standards of local self-government development 

according to the standards of the European Union. However, the process of migration and emigra-

tion of the population complicates this process significantly. According to Kadusic and Suljic 

(2018), forced migration (induced by war, political reasons, corruption, and crime) resulted in a 

reduction in the pace of economic growth, unemployment, adverse social circumstances, etc. As a 

result, BaH’s unfavorable economic conditions have accelerated post-war economic emigration. 

As part of former Yugoslavia, BaH was considered as the economically weakest link in communist 
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Yugoslavia in the pre-war period. BaH partially declared its independence in March 1992 and 

gained international recognition in April 1992.  

Historically, BaH, in a multiethnic sense, was considered a dominantly Christian country before 

the Ottoman Empire̕s arrival. Various tortures, persecutions, looting, and troubles by Ottoman Em-

pire forced the population to convert to Islam. However, specific by itself like every country, BaH 

has been the subject of discussion and research by many historians, consuls, and diplomats both in 

the distant past and today. Reading all these writings, documents, and reports, one gets a clear 

impression that the characteristics of the people of BaH arose both under duress and from them-

selves. Ivo Andrić, the most famous Bosnian writer and Nobel Prize winner, spent most of his life 

penning and dedicating his works to this country. Certain characteristic features, both in the Chris-

tian world and in the Muslim world, said Andrić, arose in centuries of unequal struggle and constant 

defense, they crossed the line of permanent character. This resistance and aversion to news and 

innovation surprised and broke the spirit of many consuls and diplomats who came to this country. 

Four types of religion, inhabiting this narrow and hilly part of the Balkans, have become a great 

obstacle to progress as well as the evil legacy of a serious illness. They all live under one sky and 

in the same country, and each of them is bloodily faithful to the centers of his spiritual life far away, 

in another world, Andrić (1945). Honestly, this can only be understood by one who was born and 

raised in such an environment. Today, BaH is a multiethnic and multireligious state with three 

constitutive ethnic groups (Serbs, Croats, and Bosniaks). Consisted of three co-independent 

entities, the RS (entity-state mostly inhabited and controlled by Serbs), the FBaH (inhabited mostly 

by Bosniaks and Croats - also further divided by cantons and controlled by these ethnic groups, 

depending on who is the majority in the canton), and also the Brčko-District - unique entity that 

demanded special international intervention due to his significance for all three ethnic groups.  

The last war in BaH lasted from 1991 to 1995. It left long-lasting material and non-material 

consequences, which society will face for decades. However, the process of dealing with the past, 

accepting responsibility for committed mistakes and crimes, and overcoming conflict is a long-

term process that this society must go through to rise to a higher level of development finally. After 

30 years since the end of the war in BaH and a series of analyzes and checks of the attempts of 

international institutions, the US Administration, and many non-governmental organizations in the 

implementation of the seemingly complex Dayton Agreement, the following can be concluded: 

while administrations and politicians in the US discuss economic, political, and social issues of 

topics, political sessions in BaH are based on inciting national hatred and issues of ethnicity. 



 
 

30 
 

Nationalist feelings in a political system easily override economic and other problems in BaH. In 

some cases, those who committed some of the worst war crimes in BaH achieved their objectives, 

and their supporters remained in power. Such people, unfortunately, do not give a positive image 

of the current situation, and even less the will to improve the standard of living in BaH.  

Workers̕ councils provided a unique system of  ̔self-management̔ for political and economic life in 

the socialist Yugoslavian system, which far outstripped other socialist economies in terms of 

consumer goods production. Several western European countries offered guest worker 

arrangements to relieve the pressure of mounting unemployment in Yugoslavia. This guest-

working arrangement continued today. Dimova and Wolf (2015) claimed that BaH is the second-

largest non-OECD exporter of immigrants into the OECD. According to Shera and Meyer (2013), 

worker emigration enables receiving countries to address their labor market shortages, while from 

the standpoint of the sending country, one of the major advantages of emigration comes from the 

money transfers made by migrants to their families back home, which have a positive impact on 

the balance of payments. Despite the many advantages of migration, a sizable body of scholarship 

has also highlighted some of its drawbacks, particularly the brain drain. Also, very important to 

note is that, according to Haas (2005), ‟development effects of migration are not limited to remit-

tances and investments, but also include an important sociopolitical dimension. Through such so-

cial and political investments, migrants can contribute to shaping a better societal climate in coun-

tries of origin in generalˮ (p. 1273). For instance, migration remittances gain in housing and well-

being tend to boost their productivity, freedom of choice, and ability to engage in public discourse. 

Particularly Haas (2005) underlines the fact that development is not always directly supported by 

migration as a process. Local policies, politics, and environmental conditions must align with the 

local community's understanding that greater development planning should be done locally. The 

degree to which migration and remittances may help development depends on the particular polit-

ical, economic, and social conditions in both the sending and receiving nations. 

BaH, as a post-war country, painfully transitioned from communism to capitalism and a free-mar-

ket economy. At the time of the centralized welfare state, and especially in socialism, the local 

level did not have independence in decision-making and sufficient financial autonomy and was 

mostly in a vassal relationship to the center. After the reforms and the introduction of an entrepre-

neurial way of management at all levels, the local government received many important functions 

according to the principle of subsidiarity, and it is still struggling with this. The term ̔painfully’ 

needs a little attention. In the transition to free markets, the lack of secure employment and housing 
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and inflation distorted social inequality as entrepreneurs with connections to the new political elites 

enriched themselves. Those pressures intersected in Yugoslavia with escalating armed conflict and 

fought on ethnopolitical terms by leaders striving for state resources and mobilizing populations. 

The pre-war period developed different fractions among citizens. In the pre-war period, you could 

find the neo-liberalists, nationalists and after that war criminals and profiteers, profederalists, and 

technocrats, and they all together were spread among ethnic lines inside of the state. Pugh (2002) 

highlights how businesses and armed groups were extraordinarily skilled at diversifying the 

economy in the face of price distortion, destitution, and economic deterioration. Such a situation 

degenerated a new generation of gangsters (local, and regional) in every ethnic group. Pugh (2002) 

outlines how business people responded to the peace by making investments in postwar businesses 

and making use of privileges that were previously only available to urban middle-class technocrats 

who were hired by the state or a political party (many of whom fled the violence). Political and 

economic power are intertwined, there is great inequality in wealth distribution and access to rights 

and opportunities, there is no regulation of economic activitys̕ privatization, and social service is 

partially based on customer spending.  

The constitution stipulated that the municipal assembly decides on the method of electing the ex-

ecutive body, which means that the mayor is weakened, while the council is an outpost of the 

political parties that manage the work of the municipality. In the second case, even the possibility 

of appointing a manager is meaningless, because his original role is to contribute to the quality of 

management with special moral and professional qualities. His powers are broad, while in this 

country he is not responsible for appointing and replacing executive officials, so basically there is 

no change in the way of administration compared to the old centralized system. The status of local 

self-governments is still characterized by high financial dependence on the center, narrow compe-

tencies, and outdated and redundant administration. As a result, services are poor and expensive, 

and citizens are still far from participating in the work of local services, which are actually their 

services. The relationship with the center is still hierarchical instead of a partnership.  

The government of BaH is just a special story and requires special attention. The Government of 

BaH ‟has a bicameral legislature and a three-member Presidency composed of a member of each 

major ethnic groupˮ (europeanwesternbalkans.com, 2022-09.06). International organizations that 

control financial resources and administrative authority over monetary policy and economic growth 

dominate the governance of BaH’s formal economy. The move from a centralized economy that 

favored public ownership to a market-based one that is projected to allow foreign investment to 
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infiltrate the division of spoils is fueled by organizational authority and the leverage gained through 

control over assistance flows. Pugh (2006) regrettably notes that BaHs̕ transformation dynamics 

have a negative impact on economically disadvantaged elements of society in the context of un-

certain economic growth and a contentious power balance between foreign direction and local con-

trol. Politics in BaH remained relatively unstable through the entire post-war period. There were 

challenges in coordinating and harmonizing democratic decision-making. The efficiency of estab-

lished institutions is low. BaH’s organization is often questioned, democratic institutions are rather 

fragile, national homogenization is far stronger than civil homogenization, and the OHR is the most 

powerful political, legislative, and executive entity. All aspects of reform are often burdened by 

the clash between unitarist and separatist conceptions. As a result of changed circumstances and 

other means, BaH is attempting to prolong the attainment of war objectives in peace. By contrast, 

the representatives of the international community attempt to place BaH̕s future in a simplified 

model of a small European country that is unlike any other European country. As the international 

community plays a decisive role in all important events in BaH, it creates the space for political 

manipulations in BaH’s negotiations, decision-making, and strategic positioning. In BaH, political 

stability implies that many, currently powerful, political actors would have to renounce their own 

political identities and roles. 

BaH, as a formally independent state since 1992, started its development and entrepreneurial 

activity divided into legal entities in the 1990s. Dana (1999), according to his research conducted 

in the 90s, the FBaH received a significant amount of money and foundations from Arab countries 

and ̔welcomed the post-war reconstruction boom, and is headed for a market economy’ (p. 111). It 

is important to emphasize that these two ethnic groups are connected on a religious basis, according 

to Islam. The RS, which struggled with post-war politics and policies based on entrepreneurship, 

and thanks to global media propaganda, has been significantly excluded from the global market. 

̔Dirty business̕ had its beginnings during the conflict. Due to shortages during the war, businesses 

flourished on the black market, and some people gained money by smuggling firearms. Others 

made money by selling orphans whose parents were slain in the battle or by exporting narcotics. 

Also, besides the black market, wartime opened the field for other possibilities.  Even while op-

portunistic business practices dominated most of the wartime economy, the crisis nevertheless gave 

rise to legitimate value-adding endeavors. Houses need roofs, damaged walls required reconstruc-

tion, and broken windows required replacement. Construction, rebuilding, plumbing, painting, and 
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related fields offered opportunities. One industry that saw notable expansion was the media, Dana 

(1999).  

In the meantime, BaH created a complex political and economic situation, one-sided political 

power, and unequal wealth distribution. During Dayton Peace Agreement negotiations, high levels 

of decentralization were required, especially by Croats and Serbs. Muslims wanted however a 

strong centralized state, where they expected to be the majority. These requirements were expected, 

considering the fact that Serbs formed the Republic of Srpska at the beginning of the war and it de 

facto existed in BaH. Croats feared for their survival, given the fact that they are a minority within 

the Federation of BaH, and their quasi-state of Herceg Bosna did not pass in Dayton. Ever since 

the first agreements reached in Dayton, BaH was strongly decentralized and ethnically oriented, 

where international organizations guaranteed human rights respect, political independence, 

territorial integrity, and sovereignty of the three independent states. Unfortunately, the two biggest 

firefighters during the war, Slobodan Milosevic (then president of Yugoslavia) and Franjo Tudjman 

(then president of wartime Croatia), took the most part during the Dayton talks, often excluding 

demands from Serbs and Croats in BaH. What became clear to international forces and negotiators 

was the state of the institutions of wartime BaH, which was in the hands of nationalists and war 

profiteers. They faced here a dilemma. Nationalists controlled state resources, military structure, 

and state security. And it was clear to the blind that the vast amount of autonomy given to the 

entities was just waiting to be converted from wartime power to political authority, O’Brien (2010). 

The fact is that state institutions and constitutional structures always affect the way in which the 

population act and thinks, but it should not be forgotten how lately non-institutional and non-gov-

ernmental organizations that mobilize the population have been playing an increasingly important 

role in shaping society’s narrative and awareness of development, elevating it from the ethnic level 

of identification.  

The fragmented power-sharing type of system in BaH (where all ethnic groups have the power 

right and authority on a permanent basis) is the starting point of the consociational constitutional 

order and as such conditioned by numerous factors. This system means a political-social order in 

which all and one ethnic structure exercises an equal right to participate in government. According 

to the creators of Dayton, this political, legal, and social order was allegedly the only real solution 

for calming the conflict in BaH. The real problem arises when the degree of freedom of decision-

making, decentralization, and distribution of power in BaH is taken into account, especially imme-

diately after the war. This problem is further complicated by the fact that the established, Udba 
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mentality of the ruling elites in BaH, is unwilling to sacrifice their privileges for the rights of indi-

viduals. Also, the balance of power between the entities and the central government, the fragmented 

nature of electoral institutions, ethnic polarization, and the constant competition between domestic 

institutions and political authorities also further complicate the situation in this country. In line 

with this (so it is in post-conflict societies), the entrepreneurial institutional structure is weak and 

very short-term oriented, on the elimination of basic, formal institutional difficulties, and everyday 

socio-economic challenges. If distrust in institutions is added to this, entrepreneurship is slowly 

but surely suffocating. A number of problems plague BaH's economy, including the lack of a re-

source use strategy and policy, very low efficiency of resource use, and non-economic valuation 

of the contribution of resources to societal development. In comparison to the supply and demand 

of labor on the market, labor has a relatively low net price that has been artificially inflated by high 

taxes and contributions. Unemployment is high. Wages, although low, are growing faster than labor 

productivity. Its interest rates are higher than other neighboring countries, credit insurance is often 

stricter, and borrowing procedures are more complex. 

The uneven development is especially evident on the entity level. The highest authority level is 

divided into two parts at the very beginning of the state functioning and their individual policies 

have generated different rates of development parameters. Observing the development and func-

tioning of BaH as a state, since the end of the war, one could see greater cooperation between the 

FBaH and international development institutions (this was significantly contributed by interna-

tional support provided to the majority Muslim population during the war). On the other side the 

RS, however, obstructed and blocked any kind of cooperation with international institutions out of 

obvious distrust and as a direct reaction of the policy of the RS to the media propaganda that was 

directed at it during the war. More importantly, entities have never maintained the inter-relation 

trade, deepening their gap and economic holes. The RS developed and maintained their trade links 

with Serbia and Montenegro (because of similar nationalities) and Croats inside of the FBaH 

mostly with Croatia. BaH struggled for centuries with railroad infrastructure and geographical dif-

ficulties due to unfavorable hilly and mountainous terrain. This has significantly affected trade 

relations with other regions as well as with other countries. Various medieval Frankish, Venetian, 

and Serbian writings, as well as writings from the time of Ottoman rule, testify to this. Thus, for 

example, western Herzegovina, as well as central Bosnia, are significantly more developed in re-

lation to other regions, considering that geographically it is very easy to maintain trade relations 

with western countries. In addition, central Bosnia is very suitable for crossings from the west due 
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to the plain in the north and the Sava River, which is very easy to cross. Although more developed 

than the rest of the country, these countries still cannot be formally considered fully developed. 

The lack of policy state infrastructure and the absence of local business community support caused 

significant rural areas and bigger cities disparities, which furthermore caused increased tertiary 

sector activity development. This means to transport and communication services, telecommuni-

cation and internet services, communication media, and commercial activity involving small, me-

dium, and large distributors or shops. In the last decade, there is a significant increase in aesthetic 

care activities and services, gastronomy, sport and sports games, betting games, etc. However, in 

the case of BaH, this hasn’t indicated economic growth, considering the fact that only two incom-

plete regions cannot compensate for economic losses in the rest of the country. Looking at the 

overview of theoretical research and findings by different authors in the last 50 years, according to 

Osmankovic (2001), it is evident that the four most typical regional centers remain the same: 

Banjaluka, Tuzla, Mostar, and Sarajevo. Indeed, concentration and polarization of regional devel-

opment were spinning around these four cities. Significant universities and research centers, Em-

bassies and development agencies, industry, and production zones chose to come to these cities. 

Between these 3 main centers one region developed in particular, Zenica-Doboj Canton.  

BaH, when it comes to density and percentage of the population, differs from the rest of the Euro-

pean Union countries where most of the population percentage in cities is almost the same as in 

rural settlements. Regional development became irrelevant due to the governmental focus on re-

gionalization, and the city, which was tasked with carrying out the plan, was forced to work in 

support of narrow interests in order to maintain the status quo, Bošnjak and Mijočević (2020). So, 

for example, Tešanj municipality, a small town centered in the Northern part of the FBaH and 

administratively belongs to ZDC traditionally records great results in terms of living standards, 

working conditions, and local development in general. Tešanj is declared a Municipality with Eu-

ropean quality of living, economic power, and ecological awareness.  

ZENICA-DOBOJ CANTON 
 

In this case, the ZDC will not be investigated as a formal Canton in the FBaH. It is more important 

to emphasize in this paper the importance of the proximity of these regional centers as well as the 

fact that the business atmosphere is always maintained in this environment, regardless of whether 

the city or settlement is in the Republik of Srpska or the FBaH. Somehow, significant growth of 
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small and medium enterprises has been noticed in the last 25 years after the devastating war in 

BaH. Small municipalities such as Tešanj, Jelah, Matuzići, Žepče, and Maglaj as well as all other 

settlements along the Bosna River towards Zenica and further towards Sarajevo. Although ZDC 

has never been given the status of fixed organizational form as a cluster, it certainly acted like one. 

Observing the work and activities of this region, its municipalities, and entrepreneurs, one gets the 

impression of joint cooperation, collaboration, and mutual support as a reflection of a kind of clus-

ter network. Besides that, respondents answered in favor of this. Also, clusters are only one of the 

ways in which companies connect and operate. Consequently, companies and firms connect on 

local/regional levels in order to exchange knowledge, opportunities, and clients in order to generate 

business opportunities and trade gains. These results are visible from an interview with a respond-

ent. This is corroborated by the lack of a regional development plan at the national level in BaH, 

despite funding from the European Commission for many programs, including the EURED project, 

that was supposed to lead to the definition and adoption of policies, Osmanković (2020). Also, 

BaH is organized by the inside according to regions. Based on the regional distribution of economic 

development determinants and their significance for investment effectiveness, areas were divided 

into development zones. Most of the already-built industrial capacity, population concentration, 

raw and energy potentials, and the key north-south communications are located in the priority 

zone's territories (the Neretva valley belt, upper and middle course of the Bosna river, and Posavina 

belt with the Una river valley). All the components for logical and economically efficient growth 

are present in the priority zone, Osmanković (2019).  

 Metal processing sector (production of iron, steel, rolled and forged products, and castings 

of iron, steel, and non-ferrous metals). In the area of the present Canton, in the pre-war 

period, these activities were very developed and occupied a significant place in the eco-

nomic structure. These include business entities, Željezara ̔Zenica̕, ̔BH STEEL-

ŽELJEZARA̕ - Zenica, and Foundries ̔Novi život̕ - Zenica, ̔Visoko̕, ̔Vareš ̕ (source: 

https://zdk.ba/press/item/2962-industrija, 2022-04-25)  

 Food industry,  

 Chemical industry (many capacities are connected on a raw material basis whose develop-

ment was based on large plants for processing wool, acrylic, leather, as well as confection). 

Their products, due to their enviable quality, are placed on the demanding European market. 

Significant capacities from these activities are located in Visoko, Zavidovići, Zenica, and 

Tešanj [source: https://zdk.ba/press/item/2962-industrija, 2021-11-13] 
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 Retail and wholesale,  

 Services,  

 Production of construction materials (in the Canton there is the production of construction 

materials of the processing type (brick, tile, cement, lime, concrete accessories, construc-

tion carpentry, installation materials, etc.) is organized in independent companies. Compa-

nies such as ̔Cement Factory ̕ - Kakanj, IGM - Visoko, ̔Usora̕ - Jelah, ̔BBM-amphibolite̕ 

Vareš, ̔Asfaltgradnja̕ - Visoko and many others are of special importance in this activity 

[source: https://zdk.ba/press/item/2962-industrija, 2021-11-13].  

 Metal processing and metal work itself has increased significantly in the last 10 years due 

to the low production costs and possibility to export these products to European Union 

market conveniently. Independent development in the field of metal processing was 

experienced by Tešanj companies ̔UNICO-FILTER̕, ̔FAD̕, ̔ENKER̕, ̔POBJEDA̕, 

Visoko ̔KOVINA̕. Due to their long-term presence on the world market, these economic 

entities have gained the trust of customers such as WV, MAM, FIAT, RENAULT and many 

others [source: https://zdk.ba/press/item/2962-industrija, 2021-11-13] .  

 Wood, pulp and paper processing, and graphic activity 
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Figure 1 Map of Zenica - Doboj Canton with all significant municipalities. Own source 

The municipality of Tešanj stands out significantly from other municipalities in the region by 

introducing various policies to improve business conditions and the functioning of local 

environment development policies. Entrepreneurs of the municipality of Tešanj are significantly 

different from other regions for decades in terms of their creative business, good entrepreneurial 

spirit, and vision. Since it has the biggest filter factory in the region (Mann Hummel BA), the only 

spark plug factory in the Western Balkans (Enker), the biggest pump producer in the area, and 

brake discs (FAD Prevent) for passenger and truck programs, Tešanj has a reputation as a leader 

in the production of automotive parts. Asval (car parts), BME (truck semi-trailers), Medena 

Commerce (transport systems and components of assembly systems in the automotive industry), 

Inox Ajanović (stainless steel), Gear (gears), KPM BH (parts for the automotive, special-purpose 

industry, and energy sector), and others have all established themselves on the regional map of 

metal processing in the past 20 years, Alagić and Petković (2016). As part of its efforts to achieve 

development goals, the Municipality of Tešanj has developed a vision, and a strategic approach, 

and improved its management system, which has become a very efficient service for citizens and 

businesses. Using the methodology of integrated local economic development, Tešanjs̕ Develop-
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ment Strategy for the period 2013-2018 has been developed, which includes all four existing stra-

tegic documents. Teams were formed at the Mayors̕ initiative and with the support of the Municipal 

Council to develop this strategy, following the MIPRO methodology, which consists of members 

from public, private, and non-governmental sectors to develop an integrated document that targets 

social, economic, and environmental goals. The Tešanj Municipality Development Strategy 2013-

2018 was adopted by the Municipal Council at the start of 2013. The Strategy outlines 65 initiatives 

and projects that are slated for implementation by 2018 along with 9 strategic goals. The plan was 

developed in compliance with the policies and plans at the BaH, FBaH, and ZDC levels, Alagić 

and Petković (2016).  

BaH, indeed, is one of the simplest countries when it comes to starting a business and registering 

a business. According to many regional media and experiences of entrepreneurs, there are 

significant moves in the digitalization of business and administrative procedures. Also, a person 

alone can do a simple online registration of the business and the minimum initial capital for that is 

1000 BaM or 500 Euro. If not, there is always possible to hire help from a professional legal entity 

or the Accounting and Auditing Agency. Based on the information above, we are gonna develop a 

couple of hypotheses. 

REGIONAL DEVELOPMENT AGENCY IN BOSNIA AND HERZEGOVINA 
 

There is no official classification of economic regions in BaH. However, five economic regions 

have been identified in BiH according to historical, economic, social, and cultural relations. 

Regional Development Agencies (RDAs) are key participants in the development and 

implementation of the economic development strategy at the regional level. The action of different 

agencies is divided in geographical order [fipa.gov.ba, 2022-07-08] 

 ARDA – covers the northwestern economic region 

 NERDA – covers the northeastern economic region 

 REDAH – covers the economic region of Herzegovina 

 REZ – covers the economic region of central Bosnia 

 SERDA – covers the macro-region of Sarajevo 

Regional Economic Community-REZ is a Regional Development Agency operating in the Central 

BaH region and was established in May 2004. The platform for the establishment of the Agency 

was a partnership of governmental and non-governmental institutions. The founders are 15 

municipalities, 2 cantons, 15 business associations, 1 international organization, and 1 microcredit 
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organization. Geographically, the REZ Agency covers 10.34% of the territory of BaH with a 

population of about 600,000. The ultimate goal of the REZ Agency is the transformation of the 

Central BaH region into a modern European region. The basic principles of the REZ Agency are 

manifested through services tailored to the real needs of development stakeholders in the Region 

with the application of acquired knowledge and experience, cooperation with institutions and ex-

perts, necessary synergies, and implementation of best practices in the following areas: strategic 

planning, capacity building of local actors, strengthening the competitiveness of the region, human 

resources and employment, and interregional cooperation.  

PROPOSED HYPOTHESIS 
 

As a proposed or predicted answer to a question, a hypothesis is usually thought of as part of a 

scientific experiment. In this case, the definition of a hypothesis is a tentative proposition or posit 

based on insufficient knowledge. Also, in this case, the hypothesis followed the research questions. 

This paper attempts to identify the triggers and mechanisms responsible for the entrepreneurial 

boom in ZDC Canton. Testing is proposed for an idea. As long as a hypothesis is widely accepted 

and supported by extensive testing, it can be accepted as a theory. The concept of hypothesis in 

this work refers to a verifiable explanation of what caused or affected something. Hypotheses must 

be testable in order to be considered scientific. In this case, the hypotheses have two variables that 

are in relation to each other. As a result of this research, there will be a conclusion, a theory, or an 

understanding that will be useful or applicable beyond the scope of the project. Each hypothesis 

elicited different responses, therefore this paper will tend to avoid specific responses such 

as ̔accepted,̕ ̔rejected ̕ or ̔partially confirmed.̕ Entrepreneurs from Zenica-Doboj Canton were 

selected for this research. Their businesses are mainly in the fields of mechanical engineering, 

metalworking, woodworking, public services, printing, and graphic services. Because activities 

from these branches of industry are the most important for this region, only entrepreneurs who 

operate within these branches were chosen. This way of categorizing and selecting entrepreneurs 

from these branches ensures the validity of the survey and responses, considering that these 

branches of industry dominate this region. Entrepreneurs with a long tradition of business, as well 

as entrepreneurs who recently opened their own company or thanks to the proximity and 

infrastructure of the business zone, were chosen. These entrepreneurs are located in the most 

frequented places and municipalities of the Zenica-Doboj Canton, such as Tešanj, Jelah, Zenica, 



 
 

41 
 

Maglaj, Žepče, Doboj-Jug, and Visoko. Research on this topic has been quite limited and difficult. 

For a simple reason. Entrepreneurs from this region, although asked politely several times, initially 

refused to answer the survey. The answers were common: Unfortunately, we don̕t have time; You 

again with questions; Great, another survey; Or no response at all. Dissatisfaction with the system 

and rejection of any kind of formality is immediately noticeable at the very beginning. However, 

given the state of the country, that is, in the Zenica-Doboj Canton, these things were to be expected. 

State bodies and institutions, and therefore local institutions, must still put in a lot of effort in order 

to instill in the residents of this region as well as entrepreneurs the necessity of formality, openness 

to research, and the need for responsibility and control. The idea was to send a survey to 30 selected, 

most promising entrepreneurs of the Zenica-Doboj Canton according to reviews, success, and 

business tradition. After several calls and requests, at the same time persistently sending the survey 

to email addresses, 16 entrepreneurs responded to the survey. 

Also, in order to gain insight into entrepreneurship from the perspective of development agencies, 

a survey was sent to one employee of the ZEDA development agency. The survey questions can 

be found below, in the appendix section. 

Also, for this work and the survey the 5-point Likert scale was used. There are five response op-

tions, two extremes, and a neutral option linked to the middle answer. Five-point satisfaction scales 

included:   

Strongly disagree 1 

Disagree 2 

Neutral 3 

Agree 4 

Strongly Agree 5 
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Hypothesis 1: Zenica-Doboj Canton isn’t a formally declared industrial cluster, but certainly acts 

as if it is 

According to ECCP, “clusters are defined as groups of firms, related economic actors, and institu-

tions that are located near each other and have reached a sufficient scale to develop specialized 

expertise, services, resources, suppliers and skills” [https://clustercollaboration.eu/cluster-defini-

tions, 27.04.2022]. This hypothesis is also supported by the claim that ‟clusters should not be un-

derstood as fitting into the narrow sectoral view that most industrial policies have, but be consid-

ered as regional ecosystems of related industries with a broad array of inter-industry 

interdependenciesˮ, Naumanen, (2019, p.10). The similarity in locations, occupational and techno-

logical needs, knowledge spillovers, and cross-sector investments can be observed among these 

linkages. In clusters, companies can gain efficiency from the proximity of similar industries. To 

boost regional innovation, competitiveness, and growth, it is therefore important to understand how 

these linkages form and facilitate their development, Naumanen (2019). Besides that, many authors 

recently also reject the claim that the establishment of clusters, formal policies, and laws actually 

promotes the entrepreneurship of a region, and puts it at the top of the regions with successful 

entrepreneurs. Why is this so? In recent times, many governments take a misguided approach to 

building an entrepreneurship culture and environment. Without the right knowledge and 

experience, they focus on wrong things, restrictions, and laws and thus actually encourage already 

successful companies to grow even more ̔quantitatively ̕ and thus devour small start-ups that are 

often the strength and engine of a region and drivers of local development. In increasingly remote 

parts of the world, where resources, legal frameworks, transparent governance, and democratic 

values may be scarce, the most effective practices emerge. It is here that entrepreneurship takes on 

a completely new form, Isenberg (2010). The literature is cluttered with statements and claims by 

the authors about Silicon Valley as a contender for entrepreneurship in every sense. In addition, as 

well as something that every government should strive for and include in one of its regions.  

ZDC concentrated and narrowed entrepreneurs around business zones, and built in the desire to 

create the necessary infrastructure to support existing and future entrepreneurs. This caused an 

additional concentration, which, however, was already pronounced, in a narrow and small space. 

Just like in Silicon Valley, this has led to a large number of rewritten occupations, business ideas, 

and service delivery. Many studies have conducted empirical research on attempts to establish an 
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automotive cluster in the Sarajevo Canton, which eventually failed. There were never, however, 

attempts to establish the same thing in ZDC, even though there were conditions for that. Instead, 

we can consider the move to establish a business zone as an attempt to establish an industrial clus-

ter. When asked ‟to what extent it helps that you are within the business zoneˮ, 25% of respondents 

rated on a scale 5. 43.8% of respondents think that a business zone is a great thing, but their business 

does not depend to some extent on the business zone, since their business is export-oriented. The 

other 31.3% believe that the proximity of the business zone has a very positive impact on the busi-

ness of their company. One of the most common responses to the benefits of a business zone is the 

fact that such a zone increases the turnover of goods, customers, and passers-by, thus the local 

community attaches importance to the business zone and invests more in it. What is indicated in 

most of the respondent̕s answers as a negative consequence of business zones is increased compe-

tition in a very narrow space, and insufficient regulation of the business zone in terms of infrastruc-

ture and bureaucracy. Therefore, all the rules of operation of the business zone were not initially 

established and a large number of entrepreneurs, customers, and participants in the business zone 

wander and disrupt the rules. 

 

 

Figure 2 Results of survey responses for Hypothesis 1 
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Hypothesis 2: Local Economic Development and Entrepreneurship in Zenica-Doboj Canton is 

determined by the rate and percentage of investments, especially foreign investments. 

 

Foreign direct investments play a significant role in both macroeconomics and microeconomics. 

They create a field for new opportunities and jobs. They provide a platform for the exchange of 

entrepreneurial, managerial experiences, and knowledge, and boost domestic production by new 

technologies, workforce, and strategies. Second, they promote the growth of the host nation 

through technology transfer, workforce training, collaboration with the local economy, and im-

proved visibility of local businesses on the global market.  

Immediately after war, Islamic type of banking began to enter the market of BaH in support of 

rebuilding war-torn infrastructure and businesses to rebuild and start their own businesses. In 2001, 

the Islamic Relief charity organization with headquarters in Birmingham, United Kingdom 

established the first Islamic Microcredit Foundation (MFI) in BaH. Through its major and 

significant humanitarian projects, Islamic Relief has helped thousands of citizens in BaH since 

1992, Smolo et al. (2020). Ever since arriving on the market, since 2001 the Foundation has placed 

more than 17000 interest-free Qard Hasan loans to the BaH market and helped many citizens im-

prove their standards of living. With help of these interest-free micro-credits many citizens in ZDC 

have started their small businesses, completed schools, renovated their home, etc. Smolo et al. 

(2020). However, islamic investments in BaH have been demonstrated to end up building religious 

structures and humanitarian initiatives, as well as perhaps investing in real estate, throughout the 

last 20 years. There are, however, some controversial findings regarding these investments. Ac-

cording to Stopić (2021), after the year 2016 state inspection found that many companies registered 

in BaH with owners from Arab countries had been fictive, and foreign investments to Arab coun-

tries have been halted or very slow in their processes.  

The other type of investment in BaH was by development agencies throughout Europe like ADA 

(Austrian Development Agency), CIDA (Canadian International Development Agency), Italian 

Development Programmes and Initiatives, German Federal Ministry for Economic Cooperation 

and Development (BMZ), SIDA (Swedish International Development Agency), etc. They all have 

something in common, support sustainable development through education programs, enabling 

peace, humanitarian assistance, social, and health security, etc. The long-term assistance provided 
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helps BaH through these development programs aims to achieve accountability and responsibility, 

and change the mindset of the government as well as the population. The program should support 

governments to create stable infrastructure (political, economic, health, and education), and enable 

the environment for economic and local development by supporting entrepreneurship activities. 

On the question ‟Rate on a scale from 1 to 5 to what extent do you think that the investments 

directly or indirectly affected the business of your companyˮ, 43.8% of respondents rated 1 

(strongly disagree), and also 18.8% rated 2 (disagree). The other 37.5% of respondents were either 

neutral (rated with 3) or hadn’t found a significant effect (rated with 4 or 5).  When asked to explain 

shortly the foreign investment effect on their business the answers were mostly based on no direct 

effect on their business or the effect is very minimal. Indeed, according to the data of the Ministry 

of Economy ZDC, so far there are no registered public-private contracts partnerships with foreign 

investors. Also, there is no reliable data at the cantonal level on the number of companies registered 

by BaH citizens residing outside BaH or on the number of persons of BaH origin who have acquired 

citizenship in another state. Significant foreign investments in the area of the ZDC are Arcelor 

Mittal, Natron Hayat, and Kakanj Cement Factory [2022-06-16].  

However, the empirical results did show the positive impacts on the economic development of BaH 

in different periods in general. According to Sušić et al. (2017), the instrument for capital inflows 

through the free zones showed outstanding results, i.e. the value of production increased four times, 

the export value grew five times, the number of employees increased five times, while the share of 

exports from the free zones increased from 4.14% to 9.25%. Even though the foreign direct invest-

ment does not record significant results in the region of ZDC, survey participants do not ignore the 

impacts that foreign direct investment has on the cantonal government infrastructure.  
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Figure 3 Results of survey responses on Hypothesis 2 

 

Hypothesis 3: Local Economic Development and Entrepreneurship in Zenica-Doboj Canton is 

mainly boosted by migration remittances. 

 

According to Umihanić et al. (2009), Diaspora is spending and investing 2,5 billion euros annually 

into the country. GDP in the year 2007 was 10,7 billion €. BaH is one of the primary exporters of 

migrants and recipients of remittances in the world. Young and educated people, in search of wel-

fare, migrate to work and possibly send the money to their families. Later on, married or single, 

they continue to send it to the household left behind. In order to increase the well-being at home, 

migrants send the proper amount of money home, provide additional income and increase the con-

sumer power and consumption level. The consumption level and power boost in some sort of way 

the level of economic activity in the host country. Increased revenues further strengthen purchasing 

power, especially in middle-income countries. According to Matuzeviciute and Butkus (2016), the 

growth of income allows consumers to spend more, accumulate assets, establish self-employment, 

and invest in small businesses. Although, while remittances can contribute to long-term economic 

growth, they cannot solve structural economic problems, such as unstable political climates and 

economic policies, or corruption, which is prevalent in developing countries. Furthermore, in the 

time of capitalism, where consumption is high, overestimated, and overemphasized demand is 
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growing and cannot be met by domestic production, so the need for imports is growing and 

dominating. 

According to the size of the economy, BaH has regularly ranked among the top recipients of 

remittance flows from abroad since 1998, the first year for which relatively trustworthy data are 

available in the post-war era. In fact, according to data from the World Bank, BaH had the highest 

remittances to GDP ratio of any nation in the world in 1998, 1999, and 2000. Additionally, the 

flows of legally documented migrant money transfers to Bosnia nearly quadrupled in magnitude 

from the turn of the millennium to 2008. More than 2.7 billion dollars in remittances from the 

Bosnian diaspora were sent home in 2008, contributing significantly to Bosnia̕s GDP, Jacobsen 

(2016). Additionally, Halilovich and Efendic (2019), in several studies they describe in their work, 

support their hypothesis. They show a wider trend among Bosnian refugees living abroad investing 

in their home country by heavily relying on informal networks and practices, while concurrently 

fully relying on their businesses abroad. These investor̕s desire to transform these regions 

from ̔once sites of agony into new places of hopes̕ is what drives them to come to Bosnia rather 

than just investing for financial gain. 

There is no consensus on remittances among scientists. Spending remittances on consumer, house-

hold, and business items, according to Glytsos (2005), reveals only consumers̕ insatiable desire for 

consumption without their desire to further invest in home recipient land and is frequently viewed 

as a loss of resources for fostering long-term growth and development. Additionally, remittances 

can increase inflation, harm the tradable sector by increasing the real exchange rate, and lower 

labor market participation rates as receiving households choose to rely on remittances from mi-

grants rather than working. The impact of remittances on growth and poverty may also lessen in-

centives for enacting sensible macroeconomic policies or essential structural changes, Catrinescu 

et al. (2009). This problem can be further exacerbated by the fact that many developing country 

governments do not work to encourage investment and do not allow the accumulation of positive 

assets. Also, creating an unfavorable environment for entrepreneurship and economic development 

governments affect directly negative on labor supply, forcing the population and households to rely 

solely on remittances.  

On the other hand, there are several implications that confirm how remittances promote growth. 

First, according to Issahaku et al. (2018), receiving remittances can free up state funds, which might 
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increase the government's investments in advancing the development of local institutions that pro-

mote growth. Second, the introduction of remittances frequently results in the creation of civil 

society organizations like hometown associations, whose initiatives may promote growth.
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Figure 4 Bosnia and Herzegovina - Remittance Inflow to GDP: Source: Worldbank/Tradingeconomics.com 2021 

 

Remittances indeed promote growth and development, after all, any kind of help is welcome and 

if it is well planned it can be used for good purposes. On top of all that, if the population has a 

business tradition, that means only one thing, starting their own business. Entrepreneurship 

expands the market and demand, and supply meets new technologies and innovations. Thereby, it 

encourages other members to participate in the development, directly or indirectly through buying 

or selling. This is exactly what happened in BaH, according mostly to resident̕s statements. A large 

influx of remittances in the early 2000s, both through foundations and through immigrants. Due to 

war, corruption, unstable political situation after the war, destroyed infrastructure, and non-existent 

functional state institutions migration was an unavoidable side effect in this country. There has 

never been a greater increase in remittances from abroad, both through donations and in the private 

sphere in begin 2000s. 

Yet, although remittances were a significant help during that difficult period, the awareness of the 

population in this region encouraged the development and renewal of their environment in order 

to provide the best possible for themselves and future generations. ZDC is for centuries known for 

its trade tradition and for maintaining trade relations with other regions and countries. After all, 

according to SME Policy Index for Western Balkan and Turkey (2019), BaH’s economy is mainly 

dominated by small and medium enterprises. That means, jobs, workplaces, and employment 

largely depends on small enterprises. ‟In 2017 there were around 30000 SMEs (99.1% of all 

businesses) operating in BaH, with a large majority (77.1%) being small entreprisesˮ (ibid, p. 536). 
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BaH, despite its complex operational business environment, somehow manages to overcome the 

complications. The Republic of Srpska, according to ibid, adopted 2016 the SME (Small and 

Medium Entreprises) policy strategy document for the Development of SMEs and is being 

implemented under the Department for SMEs in the Ministry of Industry, Energy, and Mining in 

cooperation with RARS (Republic Agency of Republic of Srpska). The FBaH has neither an SME 

strategy nor a policy agency to coordinate the SME policy implementation of related activities. 

Despite that, the number of recorded enterprises is significantly larger in the FBaH.  

Despite all of these facts above, there is no significant evidence of boosting entrepreneurship in 

ZDC through migration remittances, besides the fact that the purchasing power of consumers and 

residents has increased significantly. According to the respondents, no significant donations from 

abroad have contributed to the business of their company, except for significant frequent and 

increased purchases of their products at certain times of the year due to the visit of returnees from 

abroad. When it comes to the answers and attitudes of the respondents and entrepreneurs of the 

ZDC region, opinions are divided. 50% of respondents (rated on a scale of 1) don’t consider 

remittances as an important factor in their business, given that they are a company that only and 

exclusively deals with exports. 6.3% of respondents (rated on a scale of 2) stated that remittances 

do not directly affect their business, but they consciously emphasize that remittances greatly affect 

the region's infrastructure as an inflow of money that affects the local community and thus their 

business positively. The other 50% of respondents rated it on a scale of 3. They take a neutral 

position, claiming that remittances affect the purchasing power of their customers, which is very 

much felt seasonal, so the demand for the products is higher. None of the respondents rated the 

impact of the remittances on a scale of 4 or 5. However, it is very important to emphasize the fact 

that the region of ZDC is predominantly the metalworking and wood industry. ZDC is the leading 

Canton in the total export of BaH in the metal processing sector and records significant results. The 

machinery and transport devices, products classified by material and various finished products are 

predominantly exported to Germany, Italy, and neighboring countries of BaH, according to the 

website of the Agency for Foreign Investment Promotion in BaH [2022-16-18]. Looking at these 

data, it is clear that remittances from abroad do not have a significant impact on the business, but 

certainly contribute to the development of the local community through cash inflows in the ZDC 

region. 
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Figure 5 Results of survey responses on Hypothesis 3 

 

Hypothesis 4: Institutional framework determines the outcome of interactions between 

entrepreneurship and public institutions in Zenica-Doboj Canton 

The work and actions of local authorities and public institutions depend mostly on their ability to 

react to global market challenges and changes. That means, timely development of policies and 

economies for access to global entrepreneurial activities so that they can implement them in their 

environment, both at the local, regional, and national levels. Public institutions play a significant 

role in the life cycle of one enterprise or entrepreneur. They obtain all activities from the youngest 

age of enterprise to his rise. That means, from the founding until the prosperity of the company and 

obtaining an entrepreneurial license and regular payment of taxes as a stable company. 

Additionally, local governments play a key role in managing initiatives to enhance the local 

environment for economic development, which might lead to processes of local economic 

development being more successful with the growth of local government̕s entrepreneurial mindset 

and competitiveness (spatial planning, local infrastructure, improving living conditions, support to 

entrepreneurship, etc.), Umihanić et al. (2009). The fact is that from the very beginning of business 

and the first business ventures, companies have been working with public institutions and adapting 

their business to them.  

ZDC’s life standard in this region began to grow significantly and to be seen. Indicators such as 

living standards, life expectancy, education, access to safe water, the establishment of business 

zones, development and establishment of local infrastructure, implementation of development 
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projects, and etc. Mayor of Zenica City, Fuad Kaumović, in an interview with a local newspaper, 

claims the significant progress of this canton in establishing a business environment in the last 10 

years. According to him, the internal reorganization of city services, the restructuring of the Zenica 

Development Agency, and the formation of the Economic Council created the preconditions for 

the implementation of active local development measures [poslovnenovine.ba, 2021-10-12]. One 

of the chosen initiatives in Zenica Municipalitys̕ development strategy is the establishment of a 

business incubator; as such, this marks one of the strategys̕ initial implementation milestones. Two 

buildings were converted for general incubator use over the course of one year, which finished in 

2005, it is stated in the announcement of the Business Innovation and Technology Center Website 

[2021-10-12]. Because entrepreneurs face everyday problems such as long customs clearance 

times, high import and export taxes, high taxes, border delays, and limited documentation or doc-

umentation that requires EU standards and is not official in BaH, establishing a business in BaH 

presents a particular challenge. Analyzing the survey of respondents from the development agency, 

it was concluded that a lot of work remains for both of them to do when it comes to cooperation 

between the development agency and the environment and entrepreneurs in this region. Although 

he rounded up the ̔satisfactory ̕ scale when it comes to interaction with the environment, he ex-

plained this in an additional question as follows: REZ agency implements its activities within ap-

proved projects, from international and domestic donors. Companies are often the final beneficiar-

ies of these projects and cooperation with entrepreneurs but also with other actors is very construc-

tive during the implementation of specific projects. However, after the completion of the same and 

until the beginning of the new ones, that cooperation is not at a satisfactory level. 
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Figure 6 Number of registered entities in Zenica Doboj Canton, taken from invest.pkzedo.ba. Original source: Federal Bureau of 

Statistics, 2020 

ZDC, in the picture above, registered 18,863 business entities by the end of 2019, up 2.8% from 

last year. Of these, 42% are crafts (first row), 35.3% are legal entities (second row), and 22.7% 

(third row) are units within legal entities. During the period 2014-2019, the number of business 

entities increased continuously, so the number in 2018 (16,319) is 15.6% higher than in 2014. The 

total number of entities per thousand inhabitants in 2018 was 51.1 (63.8 in the FBaH), and in 2019 

52.6% (65.7 in the FBaH). There are 21.2% legal entities registered in wholesale and retail trade, 

repair of motor vehicles and motorcycles (21.9% in 2014), 20.1% in other service activities (22.7% 

in 2014), and 13.6% in manufacturing (12.6% in 2014). All of these registered trades are located 

and established within or near business zones. In the ZDC area, there are 58 candidate business 

zones. The total number of candidate business zones is 61% green, 33% brown, and 6% other. The 

spatial planning documentation and infrastructure for 27 of the 58 potential business zones have 

been developed. Cities and municipalities promote investment opportunities and business zones on 
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their websites. The Ministry of Economy ZDC offers information on the following verified indus-

trial-business zones: Zenica 1 in Zenica, Matuzići in the municipalities of Doboj Jug, Žabljak, 

Usora, Bukva-Vila, Tešanj, Vrtlište Kakanj, and Ekonomija Batvice Zavidovići. 

BaH, although unitary in terms of the Dayton Accords, still enjoy a different status in practice. The 

institutional framework is still underdeveloped at the state level. That means all actions and policies 

regarding the institutional framework fostering entrepreneurship are mostly being taken on the en-

tity level. They are also being monitored and measured on the entity level.  A state-wide institu-

tional framework, i.e. an SME development strategy for BaH, is essential in fostering SME policy 

synergies between various government levels and serving as an appropriate basis for SME policy 

development. This process will require vertical coordination and linkages to help align SME policy 

objectives between the entities. Because of the political and entity composition of its government, 

the FBaH’s Government always states its support for decentralization, yet the government of FBaH 

is destroyed by ethnic disagreements and political differences, which is why local authorities suffer.  

Despite this, not every municipality makes efforts and invests in development policies. This is why 

development has become a matter of local politics only, very rarely a topic at the state level. Left 

mostly to themselves, every local municipality and environment is trying to find a solution to the 

new problems. Based on a report from the US State Department 2019 [2022-06-22], BaH does not 

maintain an ongoing, formal dialogue with foreign investors. A few government officials have 

made media announcements inviting foreign investment in the energy, transportation, and agricul-

ture sectors, but these announcements are rarely accompanied by tangible, commercially viable 

investments. 

However, based on empirical research in the course of this paper, it seems that municipalities and 

the local community are still undertaking certain things in terms of improving the standards of 

entrepreneurship development and local development standards. Obviously what is the problem is 

the lack of a direct entity between development agencies, local institutions, and entrepreneurs as 

legal entities at the time of the companys̕ operation. Based on the answers of our respondent, the 

project manager from regional development agencies for the region of Central BaH the growth and 

development of the company in recent years has led to complication of problems within the com-

pany. Due to the lack of knowledge of the initiators of the business venture about new circum-

stances and its unwillingness to hire professional managers, this growth is slower than expected. 

Companies are often the final beneficiaries of REZ projects and cooperation with entrepreneurs 
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but also with other actors is very constructive during the implementation of specific projects. How-

ever, after the completion of the same and until the beginning of the new ones, that cooperation is 

not at a satisfactory level. Entrepreneurs were also asked about the situation and attitude towards 

local community policy. When asked about the functioning of local community policy, the general 

dissatisfaction of local entrepreneurs prevails. 62,5% of respondents are generally dissatisfied with 

the involvement of the local community and its policy, therefore they do not consider any positive 

impact of local community policy on the business of their company. 12,5% of respondents on a 

scale from 1 to 5, assessed the policy of the local community with 2. In detailed answers, they 

explained this assessment as the fact that local politics does not have much understanding for small 

entrepreneurs. It is aggravated by various levies and by the failure to prevent illegal competition. 

25% of respondents on a scale of 1 to 5 rated the policy of the local community with 3. This group 

of respondents believes that their business is not closely related to politics, but some of their poli-

cies indirectly affect the outcome of the business.  

Based on the conducted empirical research, the following can be concluded: Local economic de-

velopment and the dynamics of entrepreneurship in ZDC very much depend on the interaction of 

entrepreneurs and public institutions of the local community. It is true that more than half of the 

economy of BaH consists of public companies and companies that work for the state on the basis 

of tenders, a part is made up of the truly real sector. If we take into account the high level of 

corruption in government structures, government bodies, and non-transparent business procedures, 

it is clear why there is a high level of mistrust among businessmen. There is a lot of work ahead of 

the government of BaH, along with the cantonal and entity governing structures, where they need 

to strengthen the real economic sector. Of course, in order to be able to promote a healthy entre-

preneurial spirit at all, they must first remove the shortcomings within the governing structure and 

thus set an example to the people of BaH and inspire them to cultivate true economic values. 
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Figure 7 Results of survey responses on Hypothesis 4 

 

Hypothesis 5: Local Economic development and entrepreneurship in Zenica-Doboj Canton is 

widely widespread because of trade tradition in this area 

 

According to Sacco et al. (2013), System-wide cultural districts represent a reimagined approach 

to local development where cultural production and participation are strategically complemented. 

According to National Human Development Report (2013), many municipalities that have been 

chosen as one of the most populated and therefore the most developed come from the region of 

ZDC. Many of them have their own traditional economic history, trade tradition, and exchange of 

goods, as well as the provision of services. Different municipalities such as Žepče, Zenica, Tešanj, 

and Maglaj have a long tradition of doing business with both the surrounding regions and the 

surrounding countries. Family business with food, textile, artisans, and merchants but also 

providers of various services. Doboj, the neighboring Municipality has always been the main hub 

and connecting point with other cities, which is why a large railway station was built during Austro-

Hungarian Empire, in 1912. For many years, Doboj was the main departure station for all 

passengers and the port of transport. Tešanj is also known, even during Ottoman rule, as the seat 

of the great Ottoman beys and thus as the main place for the exchange and trade of goods. Tešanj, 

known for family businesses, is a place where a person's lifestyle, eating habits, clothing, and other 

daily activities are strongly influenced by their culture, Ratten et al. (2018). Modern industrializa-

tion in Tešanj began in the 1950s with the emergence of the industrial system Pobjeda, Tešanj. On 
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the way to the production of automotive parts, this fact will greatly influence the further economic 

development of Tešanj. After the beginning of the manufacturing of filters (Unico filter / Mann 

Hummel BA) and spark plugs (Enker), the automotive industry gained affirmation in the '80s with 

the advent of brake components for the passenger market (FAD / FAD Prevent). Since 1996, there 

have been many new companies working in metal processing, including BME, Medena Commerce, 

Inox Ajanović, Kalim, Zupčanik, KPM BH, Metalskop, Asval, and others. Markets of more than 

50 countries receive products from the metal processing sector.  In Tešanj, it serves as the locomo-

tive and backbone of local economic growth, Agency for the development of Tešanj Municipality, 

(2022-01-17).  

Although, according to Nurković (2020), it is challenging to improve the legacy structure in BaH 

through sectoral restructuring. In contrast, high-tech and waste-free industries are developing very 

slowly, dominated by natural resources and cheap labor. Space tends to manifest the consequences 

of recessions. Even though the industry in BaH was facing a crisis in the late 1980s, it had an 

adverse effect on the ground as we already know from capitalist countries. International relief or-

ganizations and shopping centers occupy factory halls of closed industrial facilities in Sarajevo. 

The privatization process that began in 1999 is likely to cause the same problems in Mostar, Banja 

Luka, Zenica, and Tuzla. As a result, BaHs̕ manufacturing industry will decay. Additionally, in-

dustrial land will decrease in volume, and urban land will change significantly in its functional 

use. On the basis of this, it can be concluded that the economic process of small and medium 

enterprises in BaH is mainly oriented toward a skilled labor force. Agricultural jobs, car repair 

shops, cafes, boutiques, and local retail stores together with local construction companies are the 

dominant area of service provision in the economy of BaH. These occupations were born and 

created in the vicinity of the former large industries such as construction, metal, textile, food, and 

chemical industries. What is characteristic of the Zenica Doboj Canton region is precisely the desire 

and will of the inhabitants of this region for independent work as well as learning. This is why local 

policies matter for creating productive entrepreneurship and pulling out the best from inhabitants. 

Even though we still don’t know exactly the effect of these policies, certainly, looking at real-life 

examples, it is impossible not to notice the positive effect that government policy has on local 

entrepreneurship in which the institutional environment significantly influences entrepreneurial 

decisions.  

So yes, the trade tradition of this area is widely credited for development and progress, adapting 

its craft to modern business conditions and market requirements. Also, with hard work and effort, 
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the inhabitants of this region have provided stable production and placement in the foreign and 

domestic markets with good quality, prices, and respect for deadlines. Thus, by expanding their 

production, they provided new jobs and included local people in their business. Despite the unsta-

ble regulations of the state, the political situation, and the lack of a common system for the im-

provement of local development, these people do not lack fight for further progress and develop-

ment, as can be seen from the survey. Looking at the percentage of dissatisfaction of the respond-

ents' entrepreneurs regarding the situation in government, the non-functionality of the bureaucratic 

apparatus, and the failure to take measures regarding investments, it can be concluded that entre-

preneurs from the ZDC region are forced to improvise. And they do it very well. Over 60% of 

respondents consider the situation unfavorable when it comes to the availability of training courses. 

Programs, according to respondents, either does not exist for the industries in which they operate 

or are simply too expensive and unavailable for attendance and training.  

 

Hypothesis 6: Local Economic Development and Entrepreneurship in Zenica – Doboj Canton is 

determined by the rate and volume of  ̔creative industry’ individuals 

 

Looking at the type of business activity, quality, speed of service provision, and entrepreneurial 

morale, a feature of entrepreneurs in this region is fair and honest business, according to surveys 

and statements of the respondents. Entrepreneurial morale in this region is defined as high, 

knowledge-sharing, and unselfish. Recommendation and sharing of clients among entrepreneurs is 

one of the main characteristics of this part of BaH. High morale kept these people engaged, moti-

vated and efficient, despite the disaster and agony they survived in the past decade. The inhabitants 

of this region are proud of their origins and are very happy to complement their tradition with 

customs through business and the sale of their products. Cultural events, sporting events, music 

festivals, and holidays of all three dominant religions give birth to great ideas that are later trans-

formed into wonderful products and services. According to Jovičić (2006), the creation and exploi-

tation of intellectual property are what make up the creative industries, which are those endeavors 

that spring from an individuals̕ creativity, ability, and abilities. Making a profit in an environment 

ravaged by civil war making a profit is one of the main drivers and stimulations when it comes to 

starting a business. 75% of respondents rated the realization of profit on a scale of 5 as one of the 

incentives for the continuation of the business. Of course, making a profit is always a stimulus, and 

this desire is further strengthened by the fact that the war-torn environment is desperately crying 
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out for income, quickly and in a short time. What is very encouraging and surprising are the further 

answers of the respondents to the question: Do you think that it is possible to find any kind of 

incentive (financially or other) for the entrepreneur to persevere and overcome all obstacles in the 

environment such as ZDC? Many of the answers are mostly similar: 1) Entrepreneurs in ZDC are 

extremely great patriots who love their country and this is one of the most important incentives for 

them. It is extremely difficult to be an entrepreneur in BaH, but we are extremely great workers 

and we fight every day to achieve the best possible results. 2) It is possible, but I think that young 

people are quite impatient and often decide to go abroad due to the political situation. 3) Programs 

and grants EU grant programs should be better distributed (influence of local authorities), and en-

able small entrepreneurs to further develop and survive in the fight against large market players. 

Willingness to work, fair business and customer sharing, creativity, and business skills are one of 

the main characteristics of entrepreneurs in this region. If we take into account the poor availability 

of training courses in the hypothesis mentioned above, the willingness to learn and find great busi-

ness results is certainly another great feature of these entrepreneurs. So yes, the hypothesis can be 

confirmed. However, it takes will, creativity, resources, and effort to start and maintain a business 

in a post-war environment such as ZDC, regardless of the way the business is managed and run. 

In the picture below it can be seen the view of the entrepreneurs themself. It is obvious that the 

entrepreneurs from this region are very proud of their achievements considering the business con-

ditions that the local community makes difficult for them every day. Of course, we should not 

forget the fact that entrepreneurial risk in ZDC is very low.  

 

Figure 8 Percent of survey responses on Hypothesis 6 
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The respondent in a survey from a development agency sees these entrepreneurs however slightly 

different: ‘The growth and development of the company in recent years has led to the complication 

of problems within the company. Due to the lack of knowledge of the initiator of the business 

venture for new circumstances and his unwillingness to hire professional managers, this growth is 

slower than expected. However, recently there has been a noticeable trend of young educated peo-

ple starting their own businesses following modern trends in management and communication’.  

Looking at these explanations above, the probability of independent businesses starting up will 

always be high. There will always be someone who wants to start something of their own. Unfor-

tunately, looking at education and the poor offering of entrepreneur training programs by ZDC 

institutions, it can be concluded that the old bureaucratic model of state organization still rules. 

There is an evident lack of entrepreneurial knowledge and skills that would further lead to innova-

tion, in this case not exclusively among entrepreneurs per se, but also in the institutional structures 

themselves, which have the ultimate goal of creating a climate that will lead to the growth of en-

trepreneurial activity in the country. 

 

Hypothesis 7: Local Economic Development and Entrepreneurship in Zenica-Doboj Canton is not 

determined by market conditions, but by the necessary need to start a business due to the lack of 

jobs and solving family social issues 

 

Among the young in BaH, the opinion that living and working abroad are more attractive is partic-

ularly dominant, with an average score of 4.61. Having grown up in such an environment, spending 

time with young people and listening to their views, one gets the impression both among the young 

and among the mature. Due to the fact that the existing structure and institutions cannot be easily 

changed (especially 30 years after the devastating civil war), young and mature entrepreneurs take 

matters into their own hands by embarking on entrepreneurial ventures without any prior 

knowledge or experience. The reason is often: insufficient salary, dissatisfaction with the benefits 

of the workplace, dissatisfaction with the treatment by the employer, the desire to be your own 

man, and the desire for personal achievement. According to the GEM (2012) Report, there is a lack 

of perception among BaH residents that entrepreneurship can improve development levels, recover 

from crises, create self-employment, or support entrepreneurship development in the country. En-

trepreneurship opportunities are declining in BaH, indicating low economic development, limited 

market opportunities, and inadequate interventions to improve entrepreneurship policy. There is a 
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history of hardship, uncertainty, poor standards, isolation, political instability, poor public services, 

poor infrastructure, corruption, the inefficiency of the rule of law, violation of rights, restriction of 

freedoms, loss of property, and loss of jobs here. These factors have fundamentally altered the 

motivation of ordinary people compared to those in developed Western countries.  

BaH has one specific characteristic that was, still is, and will be attractive for starting a business in 

the near future: its simple price-performance ratio. BaH is not a member of the European Union, 

so taxation on products, services, and costs per product and service are lower than European Union 

standards. Due to its stable exchange rate and currency, BaH’s monetary policy acts as a lender of 

banknotes and coins. As a result of the war, BaH immediately established a liberal trade regime. 

In order to establish trade, import barriers had to be removed. The result of long-term business in 

this manner, without any protective barriers for the domestic market, was low margins due to cheap 

raw materials and labor. That is the strength, advantage, and attractiveness of this country. Over 

the last decade, there has been an increasing influence of foreign investors and private entrepre-

neurs in BaH, who, in various ways, were able to discover cheap prices for products and services 

in BaH, and decided to produce at low prices and sell at a very attractive price within the borders 

of the European Union, particularly metal products. As a result of the lack of sanitary and food 

institutions in BaH that are also recognized by the European Union, this was very difficult, if not 

impossible.  

The influence of various private entrepreneurs and investors has brought changes in the field of 

entrepreneurial activity in BaH, especially in the region of ZDC. As evidenced by the results of the 

research survey, BaH is likely to have a good ratio between the price of the product and its produc-

tion costs.  

Looking at answers to different types of questions related to the state of entrepreneurship and local 

economic development in the region of ZDC, one gets the impression that the emphasis is no longer 

on the primary sector of the economy such as steel or textile production, but on the exchange of 

information where the basic resource and capital is actually knowledge. This can be one of the 

main reasons for the expansion of entrepreneurship in the ZDC region. However, a significant lack 

of official governmental or non-governmental institutions was observed as support for the devel-

opment of entrepreneurship in BaH, and therefore in this region as well. Precisely because of this, 

the situation of a gray economy, an economy of distorted incentives, has arisen in a politically 

unstable and economically ineffective, legally insecure country such as BaH with a high degree of 

poverty. A long time has passed since economic theory stated and proved (an economic practice 
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has convincingly confirmed that) that a stable community and an efficient economy cannot exist 

without an appropriate value system. In the long run, what appears to be a positive result will lead 

to an economic decline. Simply put, the system encourages processes that are directly incompatible 

with the functioning of a true market economy (based on permanent innovation, strong competi-

tion, and the creation of new values). Or, to use the term degenerative entrepreneurship.  

Nevertheless, after the entire analysis of this hypothesis carried out above, the following can be 

concluded: The creativity, struggle, and persistence of the population of this region are at a satis-

factory level, high enough to start one's own business out of necessity. However, the realization of 

business plans, efficient company management, and maintaining a stable business in order for the 

company to rise to the world level and be competitive in the world market. Having no effective 

mechanisms for synthesizing macroeconomic policy goals and not implementing some measures 

necessary for their realization at any level of government is disturbing from the perspective of 

creating long-term and dynamic development in BaH. The same cannot be expected at the local 

level. The attraction of the gray economy has led to a massive explosion of entrepreneurship and 

the ease of contracting work, where employment has skyrocketed in this region and better use of 

available resources along with the growth of economic activity, but in the long term, it leads to 

spoilage or rotting of system values and corrosion of institutions. What at first seems like a positive 

consequence, does not necessarily mean that it leads to the long-term well-being of economic life. 

That means, that although the entrepreneurs mostly claimed that they recognized the opportunities 

in the market of ZDC, it does not mean that they directly influence the efficiency of the economy 

and the stability of the local community. In the absence of the rule of law, and the low level of 

efficiency of institutions, there is no stable backbone and support for these entrepreneurs that would 

protect their rights and create quality public services in the long run. For this reason, the dissatis-

faction of entrepreneurs is visible in the questionnaire.  
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Figure 9 Highlight of the respondent answers in a survey on question 19 

 

 

Figure 10 Results Summary of the case study 

  

Partially

HYPOTHESIS Confirmed/Not Confirmed

Partially

No

Partially

Yes

Yes

Partially

H1)  Zenica-Doboj Canton isn’t a formally declared industrial cluster, but certainly act as if it is

H2)  Local Economic Development and Entrepreneurship in Zenica-Doboj Canton is determined by the rate and percentage of 

investments, especially foreign investments

H3)  Local Economic Development and Entrepreneurship in Zenica-Doboj Canton is mainly boosted by migration remittances

H4)  Institutional framework determines the outcome of interactions between Entrepreneurship and public institutions in Zenica-

Doboj Canton

H5)  Local Economic development and Entrepreneurship in Zenica-Doboj Canton is widely widespread because of trade tradition 

in this area

H6)  Local Economic Development and Entrepreneurship in Zenica – Doboj Canton is determined by rate and volume of ’creative 

industry’ individuals

H7)  Local Economic Development and Entrepreneurship in Zenica-Doboj Canton is not determined by market conditions, but by 

the necessary need to start a business due to lack of jobs and solving family social issues
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CHAPTER 7: CONCLUSION 
 

The main aim of this work was to explore the type, form, way, tradition, and way of business 

running in BaH, specifically ZDC. There were found to be many triggers and mechanisms, that 

initiated the entrepreneurship and business flow, in particular in this region, where there is a 

significant difference in living standards and mentality in relation to other regions. During the 

research and writing of this paper, various advantages that this region has enjoyed for a long time 

were noticed, which, among other things, provided it with an advantage over the rest of the country. 

Geographical proximity, connection, and close intimacy with the main highways, connecting roads 

and highways of this country and countries in the region, the tradition of business and trade in 

certain municipalities, mineral and forest resources of this region, and thus the former development 

of industry, in addition to hilly, narrow, and endless terrain of central Bosnia has forced this 

population to constantly fight and create better living conditions forever. The expansion of 

entrepreneurship was particularly noticeable in the early 2000s, when a world technological boom 

consequences significantly started influencing production globally, thus in BaH. Indeed, not all 

firms were formed in the years after the war. Several important companies, and today large ones, 

enjoyed the proximity of the advantages of the former Yugoslav industry, resisted the challenges 

of the war, and continued their business after the war, despite inflation. The metal processing sector 

and production of construction materials revived this region and create jobs, then in time gave birth 

to skilled workers who, some of them, one day became independent businessmen and 

entrepreneurs.  

After reviewing the analysis from the previous paragraph above, it can be concluded that the 

triggers for the accelerated development of this region cannot be reduced to just one. The important 

thing to remember is, considering the answers in the survey, that respondents as entrepreneurs are 

very proud of their personal unassisted achievements and very disappointed in the government 

engagement, and because of that entrepreneurial process reaches a satisfactory level of 

development. With regard to core potentials, human capacity, and potential, development in this 

regard has not been sufficiently achieved. Rising credit growth from the recently privatized banking 

sector, large remittances, and consumer-driven development were the key drivers of growth, OECD 

(2021). Of course, the economy of BaH and thus its development has been driven and determined 
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by global changes and crises that have strongly influenced the outcome of the development results 

of this country. However, very little has been done by the government to improve the conditions 

for continuous, sustainable development of BaH, and thus the ZDC. Also, it is very important to 

mention one argument from the OECD report (2021). Obtaining the same kind of license, 

permission, or other documents more than once to satisfy the regulatory and legal criteria of each 

organization is possible, according to the statement, if a corporation desires to operate throughout 

the nation, OECD (2021). Clearly, this statement is simply not true, since the firms and companies 

operate inside of the country without any complex procedures that issue invoices and delivery notes 

for their products. Considering the empirical research results of the situation in BaH and analyzing 

the answers of the respondents, one of the problems is the following: the appearance of a large 

number of competition in a narrow market is something that this country and possibly the regula-

tory bodies of the European Union should take into account. As mentioned in the last hypothesis, 

the attractions of the gray economy led to the explosion of independent businesses, without previ-

ously established rules, in the narrow spaces of the ZDC region. Unfortunately, today BaH and 

ZDC do not have a continuous market operation that would shape the authentic economic princi-

ples of people, companies, and the government, and these patterns cannot be spontaneously im-

posed.  

The bad state of the economy, the lucrative gray economy, the absence of the rule of law, the lack 

of coordination of entity authorities, the low effectiveness of reforms, and the high rate of poverty 

in this country absolutely stifle the prosperity of this country. This significantly modifies the 

awareness of these people in the direction of corruption, the gray labor market, economic 

deceptions, and short-term business goals of a takeover. Therefore, the state bears a great 

responsibility when it comes to encouraging and providing support to entrepreneurship. 

Additionally, the state also fails to function continuously, which means that its relationship with 

the market, private property, free enterprise, political freedoms, and democratic rights has not been 

authenticated. In such an environment, the level of trust in the institutional and economic sphere is 

low. BaH lacks effective mechanisms for integrating macroeconomic policy goals, and some 

measures necessary for their realization are not being implemented at any level of government, 

which hinders long-term and dynamic development. 

The hypotheses, in the section above, were set in order to find an answer to the question of what 

triggers and mechanisms are key in the process of local development and entrepreneurship in ZDC. 

Low risk of entrepreneurial failure, good price-product ratio, and the fact that ZDC Canton has a 
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long tradition in the metal sector and metal processing are good reasons why starting a business in 

this canton is very attractive. The problem, in this case, is starting a business without previously 

acquired entrepreneurial knowledge and a market penetration plan, and all of this is due to an 

insufficiently developed approach to local development, an inadequate way of executing the 

organization of the internal structure, the absence of strategic/development documents, and the 

absence of a monitoring system. 

It seems that this canton is fighting the transition from centralized power in the process of socialism 

to decentralization. For the state to function, decentralization is essential. Budget spending and tax 

policy are harmonized through the decentralization of government. Most decisions made in the 

center don̕t reflect the interests of citizens and are far from their preferences. Individuals are taxed 

locally, and income distribution is decided by the central government, far from the individual. 

However, the example of the ZDC shows that despite decentralized government, municipalities 

can fall into the trap when it comes to local economic development. The reason is irresponsible 

and unprofessional management.  
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APPENDIX 
 

Questionnaire for entrepreneurs: 

 

1. Type of starting income when starting your business? 

 

Figure 11 Summary of respondents answers 

 

  

Type of initial income when starting your company?

Private equity

400000

The father is the founder, I am the successor

Unknown (year of establishment 1974)

Savings and loans.

Auto parts trade

Savings + loan

satisfactory

Savings and loans.

Personal savings

Credit

Investment capital of the founder of the company

Revenues were pretty good to begin with.

The founding capital of the joint stock company



 
 

68 
 

 

2. On the scale of the extent to which your company's business is helped by the fact that you 

are within or near the business zone? 

 

Figure 12 Summary of respondents answers 

3. Describe in this paragraph how the business zone affects your business? What are the ad-

vantages and disadvantages of being inside or near a business zone? 

 

Figure 13 Summary of respondent’s answers 
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4. Rate on a scale of 1 to 5 to what extent does your company's business help local community 

policy? 

 

 

Figure 14 Summary of respondents answers 

5. Describe briefly how local policies improve or hinder your business? To what extent does 

local community policy enable import or export as well as regional, interregional and in-

ternational trade in general? 

 

Figure 15 Summary of respondent's answers 
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6. Rate on a scale from 1 to 5 to what extent does the diaspora (directly or indirectly) affect 

the business of your company? 

 

Figure 16 Summary of respondents answers 

7. Describe how the diaspora (directly or indirectly) affects the business of your company. 

 

Figure 17 Summary of respondents answers 
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8. Rate on a scale from 1 to 5 to what extent do you think that investments have directly or 

indirectly affected the business of your company? 

 

Figure 18 Summary of respondents answers 

9. Explain briefly the impact of investments on your company's business. 

 

Figure 19 Summary of respondents answers 
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10. Rate on a scale from 1 to 5 how many programs, training, and development courses are 

available to you related to the business of your company? 

 

Figure 20 Summary of respondents answers 

11. Can you briefly explain which programs, training, and development courses you attended 

or were offered? To what extent were they available to you? What led or prevented you 

from attending them? 

 

Figure 21 Summary of respondents answers 
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12. Rate on a scale from 1 to 5 to what extent do you think that entrepreneurs are creative and 

self-taught individuals of the Canton of Zenica - Doboj? 

 

Figure 22 Summary of respondents answers 

13. To what extent, when opening your company, did the environment influence you as an 

entrepreneur? How much did your environment stimulate you to open a company? Circle 

on a scale of 1 to 5. 

 

Figure 23 Summary of respondents answers 
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14. Can you briefly explain that type of stimulation? Was she in a negative or positive sense? 

 

Figure 24 Summary of respondents answers 

15. Choose on a scale of 1 to 5 to what extent is making a profit in your business an incentive 

to continue doing business? 

 

Figure 25 Summary of respondents answers 
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16. Do you think that it is possible to find any kind of incentive (financially or (except for 

profit) for the entrepreneur to persevere and overcome all obstacles in the environment such 

as Zenica Doboj Canton? Can you briefly describe them? 

 

Figure 26 Summary of respondents answers 

 

Questionnaire for Development Agency 

1. Could you briefly explain your interaction with the environment and entrepreneurs? 

How constructive is it? Is it in a negative or positive sense? 

 

Figure 27 Summary of respondent answer 

2. Could you briefly explain the "entrepreneurial mentality" in the environment in which 

you operate? What kind of entrepreneurs are born in such an environment? What kind 

of entrepreneurship is that anyway? 

 

Figure 28 Summary of respondent answer 
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3. Rate on the scale below to what extent do you think that the capacity and potential of 

the region and the environment in which you currently operate have been used? 

4. Depending on the answer to the previous question, could you briefly explain what are 

the advantages and good sides of the environment and the region in which you operate, 

and what are the disadvantages and bad sides? 

 

Figure 29 Summary of respondent answer 

5. Evaluate on a scale the relationship with the existing structure of the real sector (indus-

try, economy) 

6. Depending on the answer to the previous question, could you briefly explain the rela-

tionship with the existing structure of the real sector? Is the interaction positive or neg-

ative? To what extent is it constructive and gives results? What are the biggest obstacles 

and successes during your cooperation? 

 

Figure 30 Summary of respondent answer 

7. Rate on a scale depending on how transparent you think the work of the development 

agency is, that it ensures the participation of citizens and generally provides access to 

information about the agency's work? 

8. Depending on the previous answer, could you briefly explain why you do or do not 

consider the work of the development agency to be transparent and accessible to citi-

zens? What is it that could be changed and improved? 

 

Figure 31 Summary of respondent answer 
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