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1. Context: I 

• Explaining growth…. 

• …. rapid growth in R&D in service sectors, albeit from low 
base  

• UK R&D services growth:  from £1,994 million to £2,892 
million between 1997-2005, a 45% real growth rate (c.f. 
12% for manufacturing) 

• UK not unusual, indeed somewhat slower than av. OECD 
rates 

• Some evidence of higher growth rates in lower R&D 
intensity service sectors – catching up process? 
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1. Context: II  
• The data problem…… 

• Makes analysis extremely difficult, significant under-
reporting in certain areas due to: 

– lack of recognition and awareness of R&D within service 
businesses;  

– fragmentation; 

– more open (‘outward facing’ c.f. ‘inward facing’Howells 
and Tether 2004); 

– blurring with other activities and functions (e.g. 
consultancy and design) internally…  

– …. And external to the business (co-generation between 
user-producer); boundary of where R&D undertaken is 
often very unclear 



5 

 

1. Context: III  

• The black box syndrome 

• Although obtaining better R&D data and innovation 
information at firm/business level… 

• …. still very little on what is happening within service 
enterprises 

• Frameworks still dominated by manufacturing regimes or 
adaptions of them – are we looking in the right places for 
the right things?  
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2. Posing the Problem: I 
    • Explaining growth a useful starting point for a set of 

questions:   

1. Better measurement/definition 

2. ‘Trickle down’ in a knowledge intensifying economy 

3. Externalisation and reclassification of R&D services to 
manufacturing 

4. ‘Soft-hard’ model in new firm formation more common 
but also with more new firms staying ‘soft’ 

5. Hollowing out (+ offshoring), outsourcing and open 
innovation (e.g. Quintiles) 

6. Research intensification in knowledge services 
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2. Posing the Problem: II 
 • Another set of questions may be how (and why) is R&D 

used by service enterprises? 

a. Service ‘product’ innovations 

b. Process and organisational innovations 

• R&D for new services (a.) better covered than for process 
and organisational innovations (b.), with the exception of 
IT embodiment 

• V. little still available on the internal organization, 
operation and structure of R&D activity 
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3. Old Models…. New Models? 
  Old model regimes 

•High knowledge intensive service sectors are very similar to 
their manufacturing counterparts that have spun-out of, and 
who they are serving (through outsourcing) and work with in 
open innovation networks and communities 

•Examples in pharmaceutical/biotechnology networked sector 

•Activities and functions very similar to that of corporate R&D 
manufacturing units…. 
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3. Old Models…. New Models? 
  • … except that they are more client led, agile and open 

• Our ONS evidence from the UK suggests that they can be 
even more R&D intensive than their manufacturing 
counterparts (size band comparisons) 

• Adaptions from the old model is supported by evidence 
which suggests mobility of R&D workers between these two 
sets of organisations 

• Similar ‘communities of practice’ in terms of scientific, 
technical and engineering base   
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3. Old Models…. New Models? 
  • New model regimes… Model 1 

• One emerging archetype: edgy ‘creatives’ who could be 
loosely described as R&D workers established in loose, 
often temporary and locationally dispersed groups  

• Tacit c.f. explicit knowledge (Leope  2006), high trust 
levels, informal centred on generating more radical new 
services 

• Some evidence for this but v. descriptive; but studies often 
focus on radical, outliers who make it ‘big’ – e.g. Google 

• Secrecy issues 
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3. Old Models…. New Models? 
  Model 2 

•…is potentially much more boring – it is around process and 
organizational innovations that are incremental and rolled out 
using explicit and codified forms of knowledge  

•It is clouded by long established studies on the impact of IT 
in the service sector.  These studies are important… 

•….but neglect potentially much more significant 
transformative areas – new ways of learning and doing  
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3. Old Models…. New Models? 
  • These Type 2 model regimes are important because they 

impact on a large swathe of service sectors, especially 
medium knowledge intensive business services, such as 
accountancy, finance, consultancy and law… 

• ….but are (even) less explored 

• They, however, actually may be much more radical than we 
suppose, but remain hidden   

• Service design, reengineering and organizational change, 
e.g. lean accounting, B2B interactions; due diligence (DD) 
(re)processing in law 
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4.  Conclusion and Future Research: I  

• Are we interested?  Resetting the economy and funding 

• Network relationships and communities in services and 
R&D more important 

• … ‘object of observation’ more about the network than the 
individual organisation? 

• The innovation system within R&D services needs more 
detailed exploration (e.g. innovation intermediaries) 

• More generally, are we picking up new forms of 
organization and their function within the system?  
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4.  Conclusion and Future Research: II  

• User centred interaction and co-production; some examples 
but still v. few 

• New forms of IPR in services – ‘technological tying’ 
problems 

• R&D as a group activity 

• Cluster analysis of different forms of R&D activity within 
different types of service ‘sector’ 

 

 

 


