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1. INTRODUCTION

With the development of future innovation surveys in the ser-
vice sector in mind, EUROSTAT has taken the initiative for a
pileot outlining the possibilities. To this end, Statistics
Netherlands (CBS) interviewed a number of companies over the
last couple of months. Below follows a synopsis of its most
essential findings. The conclusions and recommendations pre-
sented are of a preliminary nature.

The interviews have been cenducted in accordance with a set of
Guidelines (see enclosed annexe) that are based on EUROSTAT's
draft questionnaire, dated March 1995. The wmain purpose of
- this pilot is to find out how innovation is conceived by com-
panies in the service industry.

Measuring innovation in the manufacturing industry has recent-
ly produced useful data. Generally speaking, this result can
be seen as a consequence of the fact that industrial innovati-
on often refers to physical aspects of products or proces-
ses. Subsequent innovations in that field will be measured
mostly on the basis of clearly visible technological charache-
ristics or by means of detectable activities in the laborato-
ry. Furthermore, statistical data collection is helped by the
fact that the innovating company can be considered as the 'in-
novation proprietor!, even if the required innovation activity
is being subcontracted.

By contrast, the innovation picture in the service industry is
more obscure and tends to spread in different directions. Con-
sequently, the notion of 'innovation proprietor' is less evi-
dent. Some branches function first and foremost as 'innovation
. agents', such as engineering firms. Firms of architects might
" be looked upon as innovators by definition, whereas different
sectors, like the business consultancy and the software mar-
ket, have to be considered as 'innovation initiators'. Yet, in
other cases, one might indeed refer to 'innovation proprie-
tors', especially in techneclogy driven sectors, like for in-
stance the telecommunication market.



Innovative behaviour in the service industry focuses on achie-
ving innovation within the distribution line from supplier to
customer. One might conclude that innovation in this industry
finds its rootgs predominantly in the field (infrastructure}
with service companies amongst themselves and/or in the rela-
tion between the service provider and his customers or sup-
pliers. Furthermore, unlike the manufacturing industry, there
is hardly any question of formalised R&D in specific depart-
ments, and one must subsequently look elsewhere to detect it.
This might be achieved by survey questions focusing on orga-
nisational aspects such as project groups that have been
specifically set up for innovation purposes ('pilots'}.

In a narrow sense, it will be easier to look at process inno-
vation, although we alsoc encountered a difference of consensus
in respect of related organisational matters such as Business
Process Redesign. With regard to process innevation, the ap-
plication of new information technology (IT) is the predomi-
nant factor. '

One must not underestimate the reluctance shown by companies
in reporting on innovation. There is always considerable ap-
propriation danger, the risk of being imitated, and the possi-
bilities for protection are limited.

In one particular case, this reluctance traced back toc the
‘conviction that statistical innovation research is impossible
and, subsequently, the anticipated interview did not take pla-
ce. Innovative behaviour is tantamount to good entrepreneur-
ship, which in turn is a question of psychological qualities
(and cannot, therefore, be measgured...). This is a crucial
point of which statisticians as well as policy makers have to
be more aware.

The following paragraphs deal with summaries of the sectors
‘that were interviewed, an evaluation of the innovation defi-
nitions and a selection of potential variables regarding inno-
vation in the service industry. '

In each sector concerned (Banking/Insurance, Software indus-
try, Enineering and technical services, Communication and Who-
lesale & retail) two interviews has been performed, except in
the banking/insurance sector (4) and the Wholesale and retail
(1). On top of that, researchers of the University of Amster-
dam have been consulted with regard to their experience with
the recent Innovation Survey performed in the Dutch service
industry. As to the banking and the software industry additio-
nal interviews were performed with two representing Dbranche
organisations.



2. INTERVIEWED SECTORS

2.1 Banking/Insurance

Banking. Recently, deregulation and a decline in customer

relations have firmly stirred the banking markets.
Thelr principal business aim is improvement of the servicing
process, the focal point of their innovation attention. That
ig why innovation such as electronic banking systems must be
viewed  against this background and not be thought of as an
isolated application of new technology. Only fundamental alte-
rations of the servicing process could justify any talk about
product or process changes that go beyond the level of product
differentiation as indicated in the Guidelines and therefore
classify as innovation. Of course, laboratory-type activities
rarely take place at banks. In some cases, however, laboratory
research is carried out on the "ergonomics of new technology".

Information technology and telecommunication form the most
significant breeding ground for innovation in banking. For in-
stance, circulation of wmoney has been replaced on a large
scale by electronic payment techniques. Furthermore, long
distance service has been introduced through tele-information.
In this manner, Electronic Data Interchange (EDI) opens up new
communication channels for commercial transactions, as well as
participation in international capital markets. Branch offices
have recently been developing into financial - supermarkets,
focusing as much as possible on tailor-made client services.
This is borne out by computer aided round-the-clock systems
(rany time, any place') .Moreover, deregulation leads to bran-
che diversification, so that products related to travel and
insurance can now all be obtained from branch offices. Conse-
quently, competition in the consumer market becomes a battle
for distributien channels, and much innovative effort is di-
rected that way. In the end, one has to bear in mind the aim
for progressive innovation by banks is always curbed by conti-
nuous attention to security requirements and risk management.

Tn a more restricted sense, it is practically inconceivable to
define bank product innovation. The question of derivates, for
instance, must also be looked upon more as product differen-
tiation than .as a matter of innovation. Liberalisation of the
capital markets, for its part, has led to new (innovative...?)
investment opportunities. However, the prevailing activity is
that banks are continuougly on the look-out for new products
adapted to changing tax regulations and other governemental
rulings. Research into credit granting and merger mediation is



also geared to optimising (international)} fiscal regimes. In
this respect the question remains open whether we are indeed
entitled to label these tax orientated activities as innovati-
ve.

On the other hand, clear process innovation occurs quite fre-
quently, such as data processing in respect of innumerable
bank transactions. Information technology plays a decisive ro-
le in this. As regards non-competitive data processing issues,
banks are increasingly co-cperating with each other. As soon
as competition is involved, however, banks apply independently
their own IT efforts to develop new expert systems for credit
rating, market research, efficient customer approach, etc.

Contrary to the Guidelines and in the knowledge that IT is an
'innovation facilitator' par excellence, we were recommended
to treat reorganisation activities as innovation. As it is,
Business Process Redesign is mostly inextricably bound up with
new IT which, in turn, is indispensable to innovation exploi-
tation. Nevertheless, one of the banks which we interviewed
held a totally opposgite point of view! Moreover, we did not
obtain any clear answer to the question of which indicator to
use for innovation output. We were advised against relating
innovation to the net operating results, since they are too
much determined by non innovative factors, like varying in-
terest rates and fluctuations of margins between funding costs
and interest received.

Insurance. The innovation picture presented by the insurance

companies bears resemblance to the banking world,
especially in respect of development of process innovation,
chiefly aimed at cost reduction and efficiency. Over and
above, considerable investments are made in an effort to maxi-
mise services to the market, motivated principally by risk ma-
nagement, reduction of claims and; therefore, a more selective
acceptance of future policyholders. As in banking, it is lite-
rally impossible to define genuine insurance product innova-
tiocn. After all, insurance boils down to protection of posses-
sions and income, two items that will stay the same for ever..

All product innovation is really a matter of services innova-
tion. This is more apparent amongst direct writers than non-
direct writers, who serve the market through intermediaries
whom they leave in charge of client relations. Direct writers
sometimes introduce innovations like electronic underwriting
of incidental risks 1like, for instance, holiday pleasure
flights. In the meantime, some insurance companies have star-
ted writing motor insurance without any intermediary. Direct



writers tend to take the lead in matters of innovation. Other
insurance companies give the impression of being much more
prudent when it comes to introducing innovations. For the time
being, they are inclined to optimise the complicated data pro-
cesses that are typical of the insurance industry.

Against this background, it will be difficult to define an in-
novation output indicator, even if premium income provides an
excellent variable for turn-over., However, it appeared to be
nearly impossible to answer the question as to how much turn-
over should be attributed to innovative insurance products. We
may have to restrict ourselves to measuring input activities,
although this is also hampered by a noticeable decentrali-
sation of innovation responsibilities within firms and, there-
fore, frustrates data collection. Perhaps IT budgets are the
most indicative clue towards quantifying innovation. Another
adequate measurement of innovation would probably be by fin-
ding out whether new departments have been set up as pilots
with a view to (future) innovation activity.

Even more than banks, insurance companies focus innovation po-
licy on efficiency and the inter-relationships in the wide
area of their complex internal data processes. The manufactu-
ring industry has been aware of this for decades, and Process
Engineers have often been put in charge. At present, insurance
companies are looking for similar expertise. They are in ur-
gent need of what  is called Financial Process Service Engi-
neers. In this respect, training expenses must be seen as part
of innovation costs.

2.2 Software industry

This industry may be broken down roughly into three segments.
In the first place the larger concerns, where a shift is no-
ticable from traditional software system development to all-
round business consultancy. A second group is made up of a
large number of small and innovative companies developing new
IT disciplines, but whose life cycle is, generally speaking,
short and usually ends in a take-over or bankruptcy. Finally,
there is a third group of firms - including software package
suppliers - engaged in sub-areas of administrative and indus-
trial automation.

Amongst small and medium-sized businesses, the innovators are
predominantly technology-driven. This also applies to the
first group, although one of its equally characteristic featu-
res lies in product differentiation, in view of its shift to-



wards all-rcund consultancy. By contrast, traditional manage-
ment consultancy firms show a move in the opposite directiom.
They increasingly break fresh ground in IT consultancy. Sta-
tistically speaking, this is a complicating factor, since fi-
gures for service provisions, published in accordance with the
NACE, are becoming more and more obscure in this way.

The aforementioned product and branche diversifications com-
plicate still further the discussion on finding a plain defi-
nition of innovation. It would be a justifiable point of view
to regard the software industry's penetration into new markets
as product differentiation and, therefore, not as innovative
Generally speaking, this is a important point for Oslo Manual
discussions on bordering innovation in the service sector. The
software industry itself, however, definitely considers bran-
che diversification to be a matter of genuine innovation. Up
till now, the software market hardly ever addressed the expla-
natory wvariables regarding fundamental business processes and
organisational matters, and limited itself to the supply of
isolated IT products. This is changing rapidly. According to
the firms interviewed, current diversification activities by
the industry have to be interpreted against the backgroud of
its new role as innovation initiators. To underline this, IT
and consultancy products are increasingly offered on a risk-
sharing venture basis (no cure, no pay). '

2.3 Engineering and technical consultancy

In common with the software industry, technical consultancy
firms are technology-driven as well as 'agent' innovators. In
fact, the latter type of innovating is vital to the image of
engineering firms. Consequently, that is their reason for fin-
ding it difficult to reconcile with the interpretation of the
innovation definition as given in the Guidelines. As it hap-
pens, engineering firms - at least the larger ones - have to
treat every order as a unique case. Furthermore, unforeseen
design or engineering problems nearly always crop up when work
is in progress and innovative solutions must be found. We were
advised to review the definition, bearing this in mind.

The activities of engineering £firms border on theory and
practice. Innovations are wmostly the result of a catalystic
development between the client and the performing firm. There-
fore, it is not clear who should be dubbed 'innovation pro-
prietor', which makes subsequent measurement more difficult.
After all, as scon as the engineer has done his job, the com-
pleted project (and, by the same token, the client) becomes



the actual carrier of the innovation. This complicates also a
quantitative break-down between innovative and non-innovative
turn-over of engineering firms.

Data collection is easier when investigating engineering firms
using innovative tools in their production phase, since this
innovation concerns mainly IT, like CAD and CAE tools. They
are clear examples of process innovation in its narrower sen-
se.

2.4 Communication sector

The information regults from discussions with a road transport
firm and a large telecommunication supplier. In spite of con-
siderable differences between the two companies, the innovati-
wve behaviour patterns of each of them have many points in com-
mon. Once again, a large number of innovations addresses the
overall service process vis-a-vis the client, £focusing on pro-
viding added value to their main product that basically will
remain the same, i.e. the unchanging function of transport be-
tween two points.

It seems that only the larger road transport companies aspire
to innovate, in all a few dozen of them. Thousands of other
providers just follow and often act as sub-contractors for
these larger companies. Furthermore, the market is characte-
rised by fierce competitive pricing and significant dependence
on the short term business cycle. This forms the background to
efforts made by the larger transporters geared to widening
their scope of activity in order to improve turn-over stabili-
ty. In this way, in the eighties, considerable progress was
made in the field of Value Added Logistics, i.e. offering ad-
ditional services at one's own distribution centre, like ele-
mentary assembly, labelling and packaging. Moreover - because
of time lags - the need for storage is inherent to the trans-
port trade, which results in an innovative development, where
transport firmg are increasingly marketing permanent storage
capacities. These additional services have only been made pos-
sible by IT and efficient business reorganisation.

We also detected a movement towards the development of new
optimising techniques for transport routing. In addition to
vital use of IT, we established that these questions are spe-
cifically approached in the light of reorganisation and staff
training. That is why in the sector subsequent Business Pro-
cess Redesign was given the label of innovation. Furthermore,



the interviewees remarked on considerable time 1lags between
the start and final implementation of innovation, often much
longer than anticipated. Therefore, surveying on an annual ba-
sis or even every second year should be viewed with great cau-
tion.

The telecommunication market has experienced similar innova-
tive developments. Here we also noticed that fast growing com-
petition (as a result of liberalisation of telephone networks)
is aimed at differentiation and expansion of existing servi-
ces, for instance, by insourcing the maintenance of world wide
networks owned by multi-nationals. Much attention is also gi-
ven to ways of improving customer services, by means of de-
veloping market research and new marketing philosophies with a
view to realising a more tailor-made approach to their nume-
rous clients. These developments are classified as innovative,
all the more so because the appropriate tcols must be derived
from new IT applications (such as integrating 'voice-response!'
systems) . Finally, new telecommunication possibilities cffer a
variety of opportunities for genuine technology-driven multi-
media innovation, like video-on-demand, teleshopping, telega-
mes, call centres, telelearning, and working from home.

The aforementioned developments are bound to have repercus-
sions on the organisational structure of companies and firms,
and innovation detection could therefore be made through sur-
veying techniques directed at those changes. Innovation expen-
diture as an input factor could be taken from IT budgets that
have been set aside for new software application development,
as well as from costs for fundamental research in telematics.

2.5 Wholesale and retail trade

In the introduction, we concluded that innovation in the ser-
vice sector finds its roots chiefly in the infrastructure
with service companies amongst themselves or in the relation
between the service provider and his customers or suppliers.
This applies, in particular, to the wholesale and retail
trade, with many branches using cross-border -applications: on
the one hand prominent business specialisation, on the other
increasing cross-border miscellaneous product ranges, as well
as 'zero stock strategies', quality care, client management
and implementation of Product Data Interchange. We see a clear
transition from internally oriented innovative efforts to in-
novations that go right across trade and branch, made possible
by IT and telecommunication.



An important secondary effect 1s that the existing balance of
power will be changed drastically, since some parties are in
danger of being excluded from participation in new cross-
border networks. Furthermore, the question of who manages the
network (network governance) also provokes tension. These de-
velopments have a restraining effect on further innovation in
this branch. However, traditional retailers are making a con-
certed effort to save the distribution channels through their
well-established cartels. Furthermore, a fierce fight is being
fought against falling prices following the appearance of new
electronic distribution channels that cannot be influenced by
many of the smaller firms. This applies, for instance, to the
recording trade. A gimilar development is noticeable in the
world of travel, where electronic booking systems have given
rise to an intensified battle for distribution channels be-
tween transporters and tour operators on the one gide, and the
established travel agents on the other.

There is no easy answer to the question of hcow to measure in-
novation in the wholesale and retail trade. This business has
many different 'innovative faces'. The largest concerns will
be able to report on their own innovative activities as actual
tinnovation proprietors' in areas like electronic order re-
trieval, matters of logistics and PDI. However, smaller firms
will not be able to do so, for they are faced with inevitable
cross-border innovation as described above, without being able
to exercise wuch influence. We wonder, in the end, if this
kind of innovation that goes right across trade and branch,
should be surveyed at firms individually. '

3. THE CONCEPT OF INNOVATION

Below, we evaluate the concepts of innovation that are at hand.
We have based them on the definitions as laid down in Eurostat's
memorandum_(D3ﬁ17.3:}995) and in the enclosed Guidelines.

A) The Guidelines give the definition as follows:

nInnovations are (combinations of) products, services or
processes which are new or which imply significant impro-
vements in relation to cowmparable earlier products, services
or processes.



B}

C)

In that connection, the application of new or considerably
improved technologies is a prerequisite, whether or not in
combination with substantial investment in new know-how in
the field of information technology, training of personnel,
marketing or market research. The use of existing technolo-
gies - provided they are applied in an original manner - is
also regarded as innovation."

The following prerequisites have been adopted for the
presentation of this definition:

The assumption that product/service innovation on the cone
hand and process innovation on the other are nearly
always in line with each other and cannot be described
separately in the service sector.

The attempt to clarify the concept of innovation by
emphagiging the use of new technology.

Eurostat's draft definition as a starting peint can
be broken down in three parts:

General desgceription: Innovations in the service sector
comprise new services and new ways of producing services
as well as significant changes in services or in their
production or delivering. An innovation has been imple-
mented if it has been introduced on the market or used in
producing services.

Product innovations are services whose intended use or

performance characteristics differ significantly from
those already produced. Innovations could be the result
of using new or new combinations of technology as well as
other substantial investments in new knowledge.

Process innovations are new or significantly improved
ways of producing or delivering services.

The following provisional conclusions and recommendations
can be made:

Probably only a small minority of service-oriented firms
will be able tec distinguish adequately between product &
service innovation on the one hand and process innova-



tions on the other, as listed under B. Even if that dis-
tinction were only to be made in a qualitative sense (a
question of 'yes' or 'no'), it would still be unlikely
that a congigstent dividing line could be drawn between
both types of innovation. Furthermore, this conclusion
implies that one would tread on dangerous ground if one
were to make a further quantitative segmentation of pro-
duct innovations into 'major' and 'incremental' as a per-
centage of the turn-over. It is quite likely that subjec-
tive appreciation, when questions concerned are being
answered, would diverge too much.

Emphasis in the Guidelines on the use of new technology
can be justified, in spite of the fact that a large num-
ber of detected innovation activities are clearly not
driven by new technology itself, but by other variables
such as general business aims and strategies as well as
new marketing philosophies. On the other hand, technology
ig and will remain the prevailing innovation enabling
factor, with significant exceptions, like activities in
the field of Business Process Redesign.

Therefore, we think that the first sentence of the above
Eurostat definition gives the best lead for a comprehen-
sive description of the concept of innovation. That phra-
se. runs as follows:

"Innovations in the service sector comprise new services
and new ways of producing services, as well as signifi-
cant changes in services or in their production or deli-
vering." This description justifies the apparent efforts
by virtually all service providers to look for innova-
tions that are different from those used by competitors
in the distribution line from supplier to customer. Ne-
vertheless, this general innovation description must be
tailored to the different sectors that will be surveyed.
For instance, communication and engineering firms cannot
be confronted with an identical definition of innovation.

The concepts of 'new' and 'significantly changed' servi-
ces in the Burostat definition are linked to the gquestion
whether services or processes have been put intc prac-
tice. We may wonder whether this premise is adequate for
obtaining a complete picture about innovative behaviour,
since companies frequently develop research or pilot
activities that have not yet produced operational re-



sults. We must, therefore, make an additional selection
of variables to reveal this initial phase towards innova-
tion.

The BEurostat definition deals with innovation in three
partg: a general (and adequate) description of innovation
(see under 2) and two additional descriptions of product/
service innovation on the one hand and process innovation
on the other. If one still wishes to make a distinction
between both types of innovation (see alsc the definition
under B), then our recommendation would be as follows:

Move the deviding line between product and process inno-
vation towards process innovation, thus narrowing the
latter to purely internally-oriented production process
modernisation. At the same time, service innovation - as
recommended in the interviews - 1is enlarged to encompass
all market and internal supportive activities and proces-
ses directly related to the development and exploitation
of innovated services. Ignoring this enlarged interpreta-
tion would be dangerocus at the risk of overloocking some
product innovation. Besides, it would not do justice to
the basic features of product innovation in the industry,
which principally becomes manifest in the distribution
line from service supplier to customer. Illustrating pro-
duct innovation with examples such as telebanking, credit
cards, teleshopping, PDI, etc. is no guarantee that the
interviewee remains on the same wavelength when reporting
on service innovation. Only using these examples have a
disadvantage, inasmuch that they narrow down the issue
and conly touch the tip of industry's much more comprehen-
sive 'gervice innovation iceberg'.

Although we recognised the advantages of defining innova-
tion by imposing the use of new technology, we should to
draw a different conclusion. In contrast with the defini- .
tion presented in the Guidelines (see annexe), we must
allow for non-technological entities in describing servi-
ces innovation, despite the imminent danger of including
the non-innovative wvariables like product differentia-
tion, as is often pursued by firms. We suggest tentative-
1y to define service innovation as follows:

"Service innovation comprises entirely new or significant-
ly modified services and/or entirely new or significantly
modified ways of delivering or producing existing servi-
ces. 'Significantly modified' is understood to mean the



embodiment of material improvement for the user compared
with similiar earlier services and/or implies material
improvement in the way services {whether or not existing)
are being delivered".

Firstly, this description underlines the importance of
the relation between the services and their user, rather
than the emphasis on technological conditions. Secondly,
it tries to include all linked business processes, neces-
sary for the innovator to make sure that the new (ways of
delivering) services will be realised. In so defining
product innovation, process innovation can be presented
in a narrower sense, which will helps to understand the
differences (if required?) between the two aspects of in-
novation:

"Process innovation comprises the application of new or
considerably improved techniques (like Business Process
Redesign & Information Technoleogy) aimed at improving ef-

-ficiency of all remaining internal business processes not
related to product innovation. In other words, process
innovation is performed irrespective of intended servi-
ces innovation." :

4. POTENTIAL VARIABLES SERVICE SECTOR

Feasibilities for future postal innovation surveys in a three
point scale referring to measurement possibilities: positive
(1), as yet unknown (2) or negative (3). The following state-
ments are preliminary.

General concept of innovation 1
Product differentiation wvs. innovation : 1 2

Distinction technological / functional changes
Detection innovation through organisational changes 1

Qualitative distinction 'new for the firm' vs
'new for the sector' 1

Product versus process innovation _ 2



Quantitative innovation output indicators:

one conclusive indicator (% of sales)
indicators differentiated per sector

'major' wversus 'incremental’
'new for the firm' vs 'new for the sector?

Quantitative innovation input indicators:

R&D costs (R&D practically non existent)
IT costs related to new application develoment

Initial innovation exploitation training costs
Other training innovation casts

Pilot budgets for developing new services/pro-
cesses, whether or not through ocutsourcing

Market regearch for services to be innovated

Marketing department costs



Annex: GUIDELINES FOR INNOVATION INTERVIEWS IN THE SERVICE SECTCR

1. Sectors to be interviewed

- Wholesale and retall trade

- Transport and commrunication

- Banking and insurance

- Computer service and seftware industry
- Engineering and technical consultancy

2. Concept of imnovation

For future measurement of innovation in your sector it 1is necessary
to cbtain a clear picture of what innovation is meant to be. The main
emphasis will be on this vital question. In the course of the inter-
view different innovation aspects will be discussed.

Innovation will be defined as follows:

" Innovations are (combinations of) products, services or processes
which are new or which imply significant improvements in relation to
comparable earlier products, services or processes. In that connec-
tion the application of new or considerably improved technologies is
a prerequisite, whether or not in combination with substantial in-
vestments in new know-how in the field of information techmnology,
training of personnel, marketing or market research. The use of
existing technologies - provided they are applied in an orginal man-

ner - is also regarded as innovation ",

NB: The implementation of reorganisations (Business Process Rede-

sign) is regarded to be non-innovative. The same applies for
the use of new advertising and/or promotion techniques”

Do you consider this definition sufficient in order to be able teo
answer the question whether you firm has performed innovative ac-
tivities in 1994? Yes/No:



If so: please give a few examples. Describe the innovative chararis-
tics.

....................................................................

....................................................................

3. Innovative services and/or products

Regarding your entire range of products and/or services, do you con-
sider it possible to make the following subdivision:

a) No change in 1994. With regard to 1993 there are no substantial
changes in our range of services and/or products.

b) Changes in 1994, which have to be considered as mere product
differentiations by introdueing new varieties of existing products

and/or services, mostly as a result of new marketing philosophies.

¢) Technological changes. Changes which have to be considered more

than just product differentiation, since new technologies or new
‘combinations of existing technologies have been implemented.

d) Functional changes. Changes which have to be considered more than

mere product differentiation, since - despite the absence of new
technologies - the intended use or performance characteristics
differ significantly from those already produced.

Further ohservation:

......................................................................

Inmmovation and output

Shares of sales 1994 due to inmnovation 1992-1994 BUI 4
If possible subdivided by:

- major innewvation R 4

- incremental innovation R 4
Unchanged or slightly changed services ..k

Total sales 1994 100 %



What is vour opinion about the subdivision between major imnnovation
and incremental innovation?

......................................................................

......................................................................

......................................................................

......................................................................

Innovation and =ector

A different estimate for the economic relevance of innovated products
or services could be derived from the following question:

Did your firm introduce services new for your market in 1992-19947
Yes/No. If so, please estimate the sales share of these services com-

pared to total sales 1994,

Two remarks:

a. It is sometimes difficult to make a clear distinction between in-

novative and non-innovative. Would you consider it helpful to
draw this line by making a comparison to the markets on which you de-
liver your services?

b. A different problem with regard to immovatien, especially in the
service sector, could be the impossibility to differentiate ex-

plicitly between services on the one hand and processes on the other.

Would you advise to make a remark in this context in the introductory

notes of part 2.

4, INNOVATIVE ACTIVITIES

So far innovation has been discussed in terms of characteristics of
products and/or services. We shall also consider the possibilities to
measure innovation through human activity within your firm. An addi-
tional advantage of such a characterization is that services and pro-
cesses still under development become manifest. We mention the follo-
wing human activities and invite your comments.

a. Development and implementation (whether by your own company or
through outsourcing) of new technologies, including IT.



b, Transformation or appropriation of existing technologies into new
commarcial products and/or gervices (already introduced by compe-
titors?).

c¢. Market research and marketing activities in relation te products or
services which are to be innovated.

d. Investment in {new) know how. This includes the necessary conditions
within your firm to maintain and/or enlarge the levels of strategic
know how and can be achieved by means of:

- R&D departments or different units for services development.

- Emphasis on education and training of higher qualified staff.

- Development of kwow how through external advice, recruitment of
persomnel, take over or joint ventures, partnerships/cooperation
with universities, customers, suppliers and/or competitors.

- Organisational changes in asmuch if it effects fundamental
changes in the main structure of your firms' organisation.

e, Other activities:

.............................................

5. Innovation costs

Definition (slightly amended after a few interviews): *All expendi-
ture for innovative activities. Not only expenditure for innovation
introduced in 1994; also include expenditure for innovation still un-
der development. Other components of innovation costs are R&D, pilot
budgets for developing and testing new services or processes, IT
costs if related to developing new (data processing) systems, trai-
ning costs for personnel responsible for the implementation and ini-
tial exploitation of new services. Costs of outsourcing and external
advice. Market research costs and costs of marketing departments or
personnel (please, if possible, exclude usual market research and
marketing costs in connection to existing, non-inmovative services)"”.



Current costs Investments
R&D expenditures Ll e
Other expenditures as mentioned above — ........  .........
Total innovation costs Lo e

Sources of information for this question?

.....................................................................

....................................................................

Do you think it would also be possible to describe immovation input
in terms of FIE's of the personnel responsible for development,
testing and initial exploitation of imnovations? Please give your
comments

....................................................................



