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Summary: This paper focuses on the innovation as a key factor in entrepreneurial cycles particularly in those who deal with production. Taking into the consideration the whole entrepreneurial cycle, the innovation is the most sensitive factor that determines the products giving to them the ‘soul’ and in most cases separating successful from unsuccessful ones on the market. In the era of global market, competitiveness became one of the most important factors for each company. Within an enterprise, the engineers are those who are qualified and responsible to take care about the competitiveness of the products that company produce. They have to be introduced not just about the technology in sense of ‘how to made smt.’ but even rather ‘how to made the better product than others’. ‘Better’ could be involved in product various characteristics as quality, functionality, durability and any other ones which will convince the custumer to buy it. The engineers should be more focused on the ‘value’ involved in the product rather than on its ‘materialisation’, simply because the custumer buy the value for him/her. By neglecting innovation, companies become just a simple economy subjects, without entrepreneurial elements, losing competitiveness and endanger their future. In long-term perspective, the permanent innovations implemented in the products and services as well as in the production process enable companies to became or remain competitive on the market. 
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1. INTRODUCTION
Structural changes that inevitably occur with the development of human society, both personally and globally, affect the value systems and small, flexible organization put in a more favorable position than large ones. Most of large companies, which are also compete, competitors force to both innovation and continue to increase productivity. Speed of changes taking place in human society, and on markets as well, increasing competitive advantage of innovative and flexible companies, so they put at a disadvantage those companies which are burdened by administration (1(.
Last decades of the twentieth century have led to changes in manufacturing philosophy in many countries. Era of giant corporations, in terms of number of employees engaged and technology, has been replaced by the era of small and medium enterprises (hereinafter SMEs), which promote a spirit of creativity and individualism, as opposed to the standardization and globalization, which are promoted by large enterprises and multinational corporations.
Any dynamic economy relies on inventors and entrepreneurs with new ideas aimed to change our everyday life. Large companies tend to remain large, and it is natural that they resist to change themselves. Inventors, innovators and entrepreneurs, with their new technologies threaten the state of "status quo" and they cause changes. While running their businesses and seeking to grow, entrepreneurs create the driving force for change. 
2. THE ENTREPRENEURIAL CYCLE
An "entrepreneur" has been defined still around 1800. by the French economist J.B. Say who described it as a man who allocate available resources in the area of ​​lower productivity, to those with higher one, ie. where higher profit is expected. Since then the number of definitions have been developed around the concept of entrepreneur. According to the Austrian economists J. Schumpeter, an entrepreneur is the key to economic changes and development of a society. It makes new combinations of production factors and apply them directly. In addition to these determinations it is valuable to mention another one, created by F. Stanković who defined that "entrepreneurship is the name for activities that consist in the performance of innovation, and individuals who carry these actions are named as entrepreneurs" (2(.
For the purposes of this study, prior entries would be extended to that, that entrepreneur in his business must provide something new, different or better than the others do, whether it is embodied in the product, service, management or whatever it is about business in generall. The entrepreneur is the one who is able to identify market needs, both present and future ones, and he is the bearer of risk that goes with any entrepreneurial venture. Entrepreneurs are, therefore, the real individuals who do not accept routine in the business, but always slightly decompose and reorganize something. In fact, their assignement is to perform "creative destruction" which will be the source to increase their own wealth. Entrepreneurs do not want to adjust themselves to the changes, but strive to adjust the changes to their own wealth. Moreover, they strive to be active agents of changes.
Because the changes could be used as an opportunity that is provided by environment, there is a necessity of the presence of several factors in an entrepreneurial cycle. As it is shown by Figure 1, the initiator of an entrepreneurial venture, in fact, is the identified need in environment, that should be met. An entrepreneur must be motivated to meet this need adequately, and in the initial period he runs through the complex psychological processes within itself. Only when the entrepreneur decided to meet the need of the environment he can access the next stage, ie. way of satisfying the identified need. In order to justify its name, an entrepreneur must offer something new or better to its environment, and thereby take over some risk. If there is not a component of a new or better in meeting the needs of the environment, then we can not talk about entrepreneurship, but simply about the ordinary economic activity.
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Fig. 1 The Entrepreneurial Cycle (3(
By an innovation, the entrepreneur provides a component of a new or better, which later has to be incorporated in a product or service, in a framework of his enterprise. When the product or service is sold on the market, it is considered that the need has been met and the first entrepreneurial cycle is closed then. The cycles will be  repeated until unsatisfied customers are present in the environment, who send signals that their needs being met adequately, or if not, the entrepreneur should correct his innovation, and his product or service as well.
3. THE INNOVATION PROCESS
The real success in modern business no longer relies on the application of the traditional methods and practices of industrial society. To produce more and cheaper than others do, is no longer a guarantee for modern business success. Todays' consumers want to pay for something new or better than they had before. Component of new or better goes with an innovation and it has to be embodied in product or service.

According to P. Drucker "Every organisation, not just business, needs one core competence: the innovation". At the beginning of the 20th century innovations become the fruit of the planned researches. Until then, they have been created in the laboratories of "lonely hunters" captured in their "forest of knowledge" (4(. But, modern societies are developing so quickly that many of them can not wait for the ingenious mind of the few individuals to light up, who will give us something new and/or better. Taking into the consideration these facts, there are two approaches on defining innovation process:
1. The "Western" model

2. The "Eastern" model

According to the "Western" model there are 4 phases in innovation process. They are: (i) Preparation – 'sense' for the problem, (ii) Incubation, (iii) Illumination and (iv) Verification. The model is based on the fact that human brain has two hemispheres which function differently. Left brain is dedicated for rationality in human thoughts and right one is for intuition. The innovation has become to reality by movement of thoughts among these two hemispheres respecting some rules for each phase of innovation process. The result is that the innovators, in Western civilization, are mainly those who think logically, notice the problematic situation. They are capable to define the problem out of it, and only then to find solutions passing through 4 stages described previously. Using this model, entrepreneurs systematically work on innovation and it is the result of hard work (5(.
According to "Eastern" model there are 9 phases in innovation process. Unlike the "Western" model, innovation process is mostly based on intuition and innovation as itself is unpredictible. In Eastern civilization innovators are usually people who are able to detect the problem in the nature, ie. have the talent to "see" the problem, and to interact with nature by trying to imitate it or learn from the nature how to solve the problem. Later, through continuous listening of nature, where the inspiration has been found, the own solutions are created, where one of them was imposed as the dominant. The discovery of that amazing world is the 'light in the darkness' where should to go. By this model, innovation is unpredictable (6(.
3.1 The Institutions for Supporting  Innovations
The importance of R&D institutions for entrepreneurs and SME sector in all, is indisputable. Considering the fact that SMEs have limited, ie. scarce resources to perform even their basic functions, the vast majority of them do not have capacities/resources, particularly in the area of ​​R&D, which are necessary for creating the development function of a company. So, R&D institutions have the role in the sphere of production of new knowledge and its subsequent transfer to SME sector compensating the previously mentioned drawbacks.

Science Park, Incubator Centre, Innovation Centre, Technology Center, Research and Development Center and so on, are the names of the institutions concerned with development and technology transfer, with the aim of increasing the competitiveness of enterprises, and using the results of scientific research in the market. Today, it is very often that some of the names of these institutions are used as synonyms, although among them some differences exist, mostly in the domain of their organization, as well as in technological level and management support they have. The common feature of these institutions which operate under different names is gathering of all participants in the innovation process and enable easier transfer of technology from R&D institutions in the practice or commercialization of innovations in science, technology and engineering. 

Many developed countries and even less developed ones is being established different types of R&D instituions in order to improve performances of their entrepreneurs and SME sector at all. On behalf of that today we speak about new branch of industry called "knowledge industry". The U.S. and Japan are leaders in this area, where are special geographic areas are dedicated to produce new knowledge applicable in the industry as Silicon Valley and Route 128 in U.S as well as Kansai Science City and Yokosuka Research Park in Japan.
Some innovation supporting institutions are presented by Figure 2, relating their technology level and management support they have (7(.
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Fig. 2 Institutions for supporting innovations
3.2 Case Study – Serbian SME and R&D sector linkage
Unlike to developed countries, R&D institutions in Serbia, proved as inefficient institutions relating to SME sector, mostly because they usually produced knowledge that hasn't been commercialized in an adequate manner. The modern role of R&D institutions is to transfer the results of their researches into commercialization as soon as possible, as well as they need to work more closely with SME sector who is "thirsty" for new knowledge and who is a suitable partner for "experimentation".
By adoption of relevant legislation to R&D institutions in Serbia is given the opportunity to focus more to the SME sector. Their role in providing relevant knowledge, especially in the form of innovation is certainly the key to ensuring the competitiveness of domestic SMEs.

The results of research conducted in framework of Non-finacial instituions development in Serbia (2( showed some directions related to instituional support in R&D area. The research embraced 33 institutions of non-financial support to SMEs in Serbia, out of what 9 could be clasified as R&D ones (Note: There are numerous institutions in Serbia that deal with R&D activities, as primary or secondary ones. But only 15 was present in the Register of innovative activities, in part Record of innovation projects, and NOSIC from Novi Sad, because of its strategic importance for the development of R&D sector in Vojvodina).
R&D institutions can provide their services in the following areas: information about new/available technical solutions, through partner institutions, information on available markets, and markets for products and services. Beside that the sector can offer services for performance and connection of the SME sector with international markets and the diversification of some activities in companies. Further, in the field of intellectual property protection in the form of training and consulting, then education about nature and the redefinition of the business, as well as recognizing the capacities of the own company. Development of intellectual tools for innovation by entrepreneurs may not be related to the revolutionary organizational changes, product or technology. It is enough to raise awareness of the continuous innovation in all phases of production and operating on the principle of step by step, and ways to get out of systematic innovation make a profit through increased competitive advantage over the competition.
The research conducted clearly showed that one of the biggest weaknesses of R&D institutions is their weak linkage with SME sector. Beside that, as an opportunity,  the sector sees in the larger development projects, primarily international ones. As a general conclusion on state of R&D sector in Serbia is that Government has not made serious efforts, except in the domain of legislation, to improve the position of non-financial institutions for SMEs support, particularly for those who are based on the production of knowledge.
4. CONCLUSION

The importance of entrepreneurship and its holders entrepreneurs, is that they carry out a silent revolution in which winning creativity and entrepreneurial spirit based on innovation. Such people, entrepreneurs, are significantly different from the capitalists of the 19th and 20th centuries, because they are with their teams create new technologies, new products and services, new industries, they create new values ​​and, of course, new jobs. 
The essence of entrepreneurship is just in applied innovations, which are the basis for competitiveness and the possibility of gaining extra profit. Here is the justification in the attitude of majority of the governments to help in R&D sector institutions establishment, which will be available to SMEs as a part of non-financial support.
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