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SUMMARY OF THE SECOND EXPERT MEETING R&D AND INNOVATION IN SERVICES 

 

1. This document presents the summary of the second expert meeting of the TIP/NESTI activity on 

service innovation
1
 which is being carried out under the CSTP’s work programme with support from the 

European Commission (KNOWINNO/INNOSERV). The meeting encompassed contributions from leading 

academic researchers, business sector representatives, national policy makers, and delegates from the 

NESTI and TIP Working Parties.  

Opening session  

2. Dominique Guellec (OECD) welcomed the participants and briefed them on the objectives of the 

meeting. The aim of this second meeting is to report progress and discuss initial results from the various 

strands of the INNOSERV which relate to: (i) analysing current trends in service innovation policy; (ii) 

developing quantitative evidence on the extent and forms of service-based R&D and innovation activities 

and (iii) company case studies on service innovation and the role of R&D and innovation policies. 

3. Alessandra Colecchia (OECD) provided a brief introduction to the FP7-funded KNOWINNO 

project. The KNOWINNO project was launched in mid-2011 and comprises three complementary modules 

which focus on: (i) Knowledge Networks and Markets (KNM); (ii) the Careers of Doctorate Holders 

(CDH); and (iii) R&D and innovation in services (INNOSERV). The overall project will run through 

2011-12 and each module will be completed in parallel. The INNOSERV module is carried out as a 

collaborative project between the NESTI and TIP Working Parties and was presented and discussed at the 

June 2011 and December 2011 meetings of both groups. In addition, the meeting aimed to ensure co-

ordination with other related ongoing projects and with previous OECD activities in the area. 

Session 1: Service innovation in firms: a business perspective  

4. Mrs. Ivanka, Visnjic from Cambridge Service Alliance, provided an overview of the changing 

nature of service innovation in industrial organisations. She presented her research on the “servification” of 

manufacturing. Recent results show that service R&D is simultaneous to production and not sequential and 

that service innovation is closely related and complementary to other types of innovations.  

5. Mr. Matthew Marino from User Studio described how companies design new services by 

adopting the perspective of the end-user.  He stressed that the design process is human centred i.e. aims to 

develop meaningful services for the end-users. To make a service desirable, useful and accessible to the 

end-users, the so-called “user journey” is mapped by using ethnographic-inspired methods.  

6. The business perspective presentations were followed by a discussion which helped set the 

priorities for the forthcoming INNOSERV company case studies.  

                                                      
1. This activity falls under the 2011-2012 CSTP PWB: 1.6. Measuring and monitoring innovation: 

development and publication of new indicators and analysis for innovation policies (analytical report) and 

TIP Activity 2.5 Policy Roundtable on R&D and Innovation in Services.  
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The following steps were recommended for the INNOSERV case studies: 

 Begin with a classification on the modes of innovation that are important in the type of service 

innovation that INNOSERV will focus on. This is essential as services are extremely 

heterogeneous.  

 Acknowledge the heterogeneity of different types of service innovation activities and delimit the 

scope to the activities that create profit for firms and economic growth for nations. 

 The company cases should be forward looking and provide insights as to what policy makers 

should focus on to support service innovation activities. 

 The need for in-depth knowledge of the service innovation process covering the following issues:  

 What are the mechanisms going on within and between organisations (i.e. networks of 

organisations)? 

 Illustrate how value is created in new service delivery. 

 Is management involved in service innovation activities and if so how do they react? 

 Go beyond the limitation in the traditional definition of R&D and rethink what innovation 

really entails. 

Session 2: Service innovation policy 

7. This session invited OECD policy makers and experts to share their views on the current best 

practice in service innovation policy. The session also illustrated direct and indirect policy instruments 

used to support service innovation.   

Session 2.1: Short interventions on service innovation policy strategies 

8. Irene Martinsson (OECD) delivered Jari Kuusisto’s presentation on the activities currently 

undertaken by the EPISIS project (European policies and instruments to support service innovation).  The 

EPISIS project has launched a strategy for service innovation around three strategic areas; a) dynamic 

market functions covering free movement of services, financial solutions for service businesses  and public 

procurement as an incentive for service innovation, b) knowledge, capabilities and diffusion covering 

multidisciplinary competences, knowledge co-creation and education that is responsive to a business life in 

transformation, and c) new types of innovations covering the need to recognise and involve new types of 

innovation actors and to look at innovation from a value creation point of view. Current activities cover a 

benchmark of national policies, strategies and measures in support of service innovation in 15 countries.  

9. Dirk Meissner from the Higher School of Economics in Moscow presented progress on his 

research focusing on operations and maintenance services of off-shore wind power. He stressed that most 

of the maintenance work is done by external contractors and there are extensive warranty periods on off 

shore wind power, in which the turbines are serviced by OEM technicians. The deciding factor between 

commercial success and failure is the level of efficiency of co-creation. However, co-creation in industrial 

services does not come easy.  

10. Pierre Therrien from Industry Canada presented R&D and innovation in services in Canada. He 

noted that quantitative evidence shows that service R&D is catching up with R&D in manufacturing. 
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However, he highlighted difficulties in interpreting the rise of R&D in services as it is not clear how much 

the increase is due to; a) “organic” growth, or b) industrial reclassification. Existing indicators fall short in 

providing evidence on whether or not the service sector has become more innovative in the past ten years. 

In addition there is a blurred line between goods and services as manufacturing firms innovate in both 

goods and services and the same is true for service companies. He raised the question whether it is 

important to make the distinction between manufacturing and services. However, he also noted that even 

though most innovation support programmes are available for both manufacturing and service sectors the 

policy instruments are mainly based on the manufacturing model of innovation.  

11. Brian Kahin, from Massachusetts Institute of Technology in the United States, noted that the 

United States has no specific policy for service sector innovation. He highlighted the difficulty of 

measuring the service sector as it is treated as a residual in existing statistics. Services are not 

manufacturing, not agriculture and not mining. In addition, services cover everything from personal 

services such as hairstyling, food services, to public services, professional services and service functions 

within the firms. Next, Mr. Kahin discussed service relevant policy activity. The America competes act of 

2007 identified service science and suggested a call for a study on how the Federal Government should 

support the emerging discipline known as service science. In addition, Mr. Kahin spoke about how the 

United States grant patents to methods for doing business (see further 1998 State Street decision and 2002 

US to WIPO: granting business method patents is “best practice”).  

12. Metka Stare from the University of Ljubljana and President of RESER shed light on service 

innovation in the context of a transition economy. She noted that even though new member states in the 

European Union have made great progress in service sector development in the last 20 years, most of them 

still lack a service culture. Transition economies have the legacy of focusing on “how to produce” while 

“how to market” has been neglected. Even with 65 % of GDP in services in Slovenia there is still not 

sufficient appreciation of services as a driver of growth and as an enabler of economic efficiency and 

welfare. Policy makers perceive R&D to be the main driver of innovation. The bias towards technological 

innovation in existing R&D support programmes may actually hamper service innovation as the criteria are 

not suited to reflect the specificities of service innovation.  Slovenia imitated the design of innovation 

policy instruments developed in EU15, however with a time lag and focusing on technological innovation. 

The policy instruments were not adapted to the country’s absorptive capacity and institutional setting. As a 

consequence a variety of instruments were introduced and a number of agencies administering those 

instruments where set up. There was an overlap of policy instruments, a lack of transparency of which 

agencies are covering what. Enterprises, especially SMEs found it difficult to follow all the support 

measures. There was also a lack of evaluation policy measures.  

13. He noted that service innovation is largely invisible in policy objectives not only due to the 

complexity of the innovation system but also due to the lack of understanding of service culture among 

policy makers. There are important framework conditions for innovation such as support to training and 

mobility of researchers; however the focus is on technological innovation. Slovenia has a number of 

support measures oriented towards the supply of innovation such as, for example, R&D tax allowance 

where the eligibility criteria disfavours service companies. Also innovation vouchers have been put in 

place and to some extent accommodated to service innovation. Demand-side measures are almost absent 

although there are discussions on how to integrate public procurement into the innovation policy. The 

awareness of service companies is growing but service innovation that occurs in all phases of value chains 

and throughout the economy is not well understood. Mrs. Stare also presented steps towards a more 

balanced approach in shaping the innovation policy to: i) actively design measures to support all 

dimensions of innovation; ii) accommodate criteria of existing measures to service innovation properties; 

iii) enhance demand/user driven innovation measures; and iv) identify good practises of local companies to 

showcase and demonstrate the value added.  
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14. The service innovation policy perspectives were followed by a discussion which helped structure 

the current INNOSERV policy inventory covering both dedicated service innovation policy initiatives in 

addition to attempts to embed service innovation in existing R&D and innovation policies.   

15. The first question raised was: how can we distinguish targeted support for service innovation 

from non-targeted support to e.g. SMEs? Canada and the United States, for example, have a large share of 

support targeted to SMEs that will have an indirect benefit for services. 

16. Mr. Therrien highlighted that one of the most successful programmes in Canada, Industrial 

Research Assistance Program (IRAP), targets SMEs (companies with less than 500 employees which is 95 

% of all firms in Canada). The IRAP programme supports R&D investment and provides advice or a state-

of-the-art technology. However, the IRAP program is far from having something targeted to support 

services.  

17. The second question raised was: there is no innovation policy that is specifically targeted to the 

services but what evidence is there that there is a need for such a policy? Is there any evidence that there 

are specific market and systemic failures for services? There is no policy specifically targeted to 

manufacturing but there is R&D tax credit and supporting R&D for social challenges. What is the evidence 

that services would need further support for doing more R&D and innovation that is socially desirable?    

18. One expert participant answered that the rationale for policy intervention in services is that the 

market and systemic failures valid for justifying interventions towards manufacturing are also valid for 

services. The market and systemic failures apply exactly the same way to both manufacturing and services. 

There is even more reasons that justify policy intervention for services than for manufacturing. The 

demarcation to service sector and service innovation has limitations, even if, in some cases, it can be 

useful. Spain for example does not maintain explicit programmes for service innovation but is very strong 

in tourism.  So there are specific policies for that particular sector but the results are not very successful. 

Why? Service sector policies face intrinsic limitations as it is much more efficient to re-orient existing 

instruments from general innovation support towards a service oriented approach. It is important to stress a 

systemic approach for service innovation policy which means that services should be a dimension of all 

types of innovation policy and not just a separate area for action.  

19. It is much more important to focus on how to promote service innovation through the re-

orientation of existing instruments. Services become a natural dimension in all types of support to business 

innovation. Looking at the experiences of the speakers today there is huge diversity. Some of them fit in 

the demarcation approach i.e. they have services as a separate area for action and policy development and 

make a distinction between services and goods. The demarcation approach also encompasses the division 

between technological and non-technological innovation. The key issue is not to make a new programme 

that focuses on, for example, service innovation, but to re-orient existing programmes to include services 

as a compulsory dimension. How to mainstream services in existing policies? The reason why Spain does 

not support service innovation is that existing programmes are horizontal. All types of companies can 

apply. But if there is nothing excluding services, it is also true that 90 % of all companies that apply are 

manufacturing firms. The problem may be one of culture: a) referees of the proposals come from 

manufacturing backgrounds, b) the policy makers making the terms of reference for the calls also have 

traditional manufacturing and technological background, in this case then services are naturally excluded. 

There is a need to shape existing frameworks towards services.   

Session 2.2: Focus on specific policy instruments 

20. Patries Boekholt, from Technopolis, the Netherlands, presented their work on public procurement 

of innovation and the potential impact on service innovation. Six years ago she initiated a project that 
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brought together experts on innovation and experts on public procurement. The project proved difficult as 

there was a huge gap between the two types of experts as they spoke different languages and the two policy 

areas usually do not interact. Procurement of innovation has its roots in demand-driven and user-driven 

concepts. The public sector as a whole has a big contracting power. PWC made an estimation of the public 

procurement market in Europe and it is EUR 420 billion per year and that is an underestimation. The 

public sector is perceived as having a large untapped pool of money that could be used to stimulate 

innovation. Society has a responsibility to tackle the grand challenges such as climate and an aging 

population, in addition to a strong rationale of taking action on the demand side i.e. on the market side. 

Through public procurement of innovation public authorities could attract innovation in the markets 

needed, for example, to tackle grand challenges. However, there will always be the discussion of whether 

or not the government should enter into certain markets. Still, there are clear market and systemic failures 

in the area of grand challenges where the policies could play a role. The type of role the government could 

play varies across countries covering; a) going directly for procuring innovations that are not the traditional 

low cost products/services but products/services that are really new to the market, b) catalytic procurement 

where the public market is not the driver but the government, for example, invites companies to develop a 

new product/service that would then be taken up by the private sector, and c) the facilitation of the public 

procurement process covering different techniques that public procurers could start using to initiate a 

dialog with innovative companies to procure something that is more high risk and innovative (not price 

related). Experiences from Europe show that strong political support is needed to push this agenda, as the 

default position of public procurers is that procurement of innovation is too risky. Many European 

countries talk about introducing procurement for innovation programmes but there are only a few examples 

of where a country has actually launched such a programme. One of the very first was the United Kingdom 

where they have the Small Business Research program.  

21. Annamaria Andres elaborated on her experiences as leader of the Austrian service innovation 

programme. The Austrian policy makers slowly have the certitude that service innovation has increasing 

importance. The Austrian research and innovation strategy 2011, recommends support to non-

technological innovation. She expanded on the nature of existing evidence and Austrian service innovation 

studies show that most service companies are SMEs and that the topic of service innovation is very 

heterogeneous as it depends on the sector, the knowledge intensity, multidisciplinarity, the importance of 

the user and that innovation is close to the market.   

22. Eric van Kooij, from the Embassy of Netherlands, presented the R&D tax credit scheme in the 

Netherlands.  

23. Florin Müller from the Federal Office for Professional Education and Technology in Switzerland 

presented the Swiss Masterplan Cleantech”. He highlighted that the reasons why Switzerland is ranked first 

in the innovation union scoreboard 2011 are; a) the right framework conditions, b) a culture that supports 

the R&D and innovation intensive economy covering, for example, the Vocational Education and Training 

system, and c) a bottom-up approach built on demand. However, he also points out that Switzerland does 

not have any specific policies to foster innovation in services. Still, there are three non-targeted 

instruments/institutions which support innovation in services. First, the Commission for Technology and 

Innovation (CTI) that promotes projects in the areas of life sciences, nanotechnology and engineering 

sciences. Second an initiative called “Master Plan Clean Tech”. The final non-targeted instrument is the 

Swiss vocational and professional education system which is designed to meet the needs of the labour 

market.  

24. The service innovation policy discussions on specific instruments were followed by a discussion 

that focused on evaluating the impact of different instruments and identifying best practices. The 

discussion helped to structure the current INNOSERV policy instrument inventory covering both targeted 

and non-targeted policy instruments in selected OECD countries and key non-member economies.  
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25. The Chair, Pim den Hertog, noted that there are only a few countries with a clear service 

innovation strategy. He raised the question whether or not it is enough to make room in existing 

instruments to foster service innovation. Whether it is enough to tweak existing instruments or to only 

address the framework conditions, be it a tax credit scheme, public procurement or open data. On the other 

side of a continuum we may say that services and manufacturing or goods and services are so much 

intertwined now that it doesn’t make sense to ask for dedicated service innovation policy.   

26. One expert, from North America expanded on the topic of public procurement. In North America 

public procurement comes from the defence sector and today we have good evidence that public 

procurement works outside the defence sector. Another expert, from Europe, noted that the most advanced 

public procurement programmes are in United Kingdom and the Netherlands. The Netherlands tried 

innovative procurement in the defence area but it did not work very well. Rather, public procurement 

started out with infrastructure, transport and environmental type procurement. Gradually, the health 

department became involved. Now the health sector is one of the largest areas. In the United Kingdom the 

target areas are health and some areas of defence.  

27. An expert expanded on the situation in a Nordic country where: a) one body is responsible for 

buying while another body is responsible for developing public procurement policies and they do not work 

very well together and it is a question of how to organise that relationship, and b) the rules that apply as 

there is confusion regarding the rules i.e. what you are allowed to do and what you are not allowed to do. 

What can the countries do and not do? It was noted that there is so much open interpretation space that, for 

example, different lawyers would come to different conclusions. Operational guidance for policy makers is 

needed to know where not to go.  

Session 2.3: Policy panel discussion  

28. The panel was centered around the following policy issues; 

 What are the key framework conditions for promoting R&D and service innovation (e.g. 

regulations, IPRs, labour market, competition policy, financing, ICT infrastructure, skills and 

trade openness) and where should the priorities be? 

 Do we need a specific policy or should we broaden existing instruments?  

 What type of policies are required to enhance the skills and competences necessary for a more 

innovative service sector and a competitive manufacturing sector which combines products with 

new types of services? 

29. Ward Ziarko, NESTI chair from the Belgian Science Policy Office, noted that Belgium does not 

have a dedicated policy towards R&D and service innovation but existing evidence shows a steep rise in 

service research in Belgium. The question is: what happened? Was it something that happened without 

governments intervening? The way policies have evolved in Belgium in the past ten years is that traditional 

R&D policy targeting research has been broadened towards innovation in general. By adding other aspects 

within the context of innovation other sectors were targeted and services received more attention. 

Broadening the policy introduced two new ways of designing policies. In the north there was an evolution 

towards bottom-up policies. There were no longer: a) technologies being targeted, and b) focus on research 

institutes. There were possibilities for companies from all types of sectors to introduce R&D and 

innovation. That change opened up opportunities for research and innovation in the service sector. In the 

south, more attention was given to cluster policies, targeting large amounts of money to five sectors of 

which one is logistics. He noted, that there is not a lot to say about regulations, IP, and competition policy 

because these are to a large degree European policies. There are a lot of things happening in the finance 
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area and R&D tax credit policies. He also noted that venture cap policies will be important and stressed 

innovations coming out of social departments’ i.e. social innovation which has become very important. 

There are a lot of indirect policies being put in place by other departments than the research and innovation 

department which are also very relevant and important. 

30. The chair, Mario Cervantes, OECD, noted that during the day there has been a focus on 

awareness raising and mainstreaming services. In many framework and horizontal policies service 

innovation is not necessarily the main but rather a secondary objective.  

31. Anders Östhol, from the Swedish Agency for Growth Policy Analysis, briefed the workshop 

participants on how service innovation can restart economic growth. In this time of government cutbacks 

there is always a struggle with the Ministry of Finance. He noted that it might be easier to get, for example, 

indirect measures such as tax credits than direct measures. He noted that services have to prove their 

importance within companies. The trend is towards more services but that is because companies get a 

better turnover.  

32. Mario Cervantes (OECD) noted that we are in a time of fiscal austerity so the justification of the 

ends and the means is something that countries must deal with. He also noted that competition is driving 

the division of labour with the blurring of services and manufacturing. Multinational companies have 

adapted to this change but the question is how countries can get the majority of the domestic firms to 

become more innovative through services.  

33. Sébastien Lévy, from Partner Items International and the Vice President of Global Forum, briefed 

the workshop participants on his experiences developing innovations to compete with other companies. 

About 10 % of the company’s turnover is spent on developing new services and he also added innovations 

to his service offerings. However, selling a service could be changing the customers habit. Sometimes a 

new service is initially rejected and there is a need to convince the customer that the new service will 

deliver added value. It is about changing the mind of people. He stressed the need for public-private 

partnerships to unleash innovation.  

34. Patries Boekholt, from Technopolis in the Netherlands, briefed the workshop participants on the 

broad package of framework conditions. She noted that, generally, there is a lack of empirical evidence on 

how these framework conditions have had an impact on competitiveness and innovation. There are studies 

on particular parts of the package but how the package of framework conditions interact with each other is 

unknown territory. Existing evidence is also contradictory. She highlighted policy implementation as an 

area that needs to be developed.  

35. Mario Cervantes (OECD) noted that the Ministries also need capabilities to handle service 

innovation. There is a long history of developing programmes for manufacturing and technology so the 

competence is focussed around those sectors.  

36. Ivanka Visnjic, from Cambridge Service Alliance, presented a practitioner’s perspective. She 

noted the importance of removing barriers to doing business. The initial reason for innovation policy is 

protection of investment given the substantial risk that is involved in the innovation. On the product side 

patents are quite effective in securing the market in which the investment will be recouped. Services have 

not benefited that much from the protection. She briefed the workshop participants on new empirical data 

which shows that service providers use other ways to protect the investment. First, services are not easily 

replicated. Second, the indirect network effects to secure the first mover advantage. Third, in more 

relational services, the content is protected in service contracts. The contract length is specifically set to 

accommodate the level of co-investment needed. A supply-side example where public policy can play a 

role, by taking up a portion of the investment, is capabilities and training. An example from United 
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Kingdom, is industrial service providers, which have suffered from the lack of specialised engineers and 

have had to put a lot of investments into training that part of the labour market. That is an area that the 

public policy could get involved in without distorting the competition dynamics. There are also examples 

of infrastructure investments covering the opening up of public data. Finally, investments in ICT 

infrastructure in the urban environment have led to the development of smart cities from which a lot of 

small service providers have started to benefit. 

Summary policy perspective 

37.  Pim den Hertog made the following summary points:   

 Services are part of eco-system of innovations (e.g. for example new drug development also 

involves innovation on service elements, such as drug delivery and distrubtion).   

 Heterogeneity of service innovation 

 Specificities of service innovation – characteristics (distributed activity over barriers of single 

firms and innovation ecosystems) 

 Not all countries have an innovation that is dedicated to service innovation. Even in case where 

they do exits, oftentimes there is a gap between the articulated national strategy and the actual 

instrument to implement the strategy.  

 Service innovation is an important part of innovation policy 

 Moving beyond the tendency to oppose services and manufacturing (the demarcation 

phenomenon) 

 Service innovation as part of standing research, development and innovation policies (adaptation)   

 Various government policies (Public Procurement, open data) can be designed to spur service 

innovation 

 There remain opportunities for policy makers across different countries to learn from one another 

(e.g. further embedding service innovation into existing innovation policies, including those to 

address societal challenges). 

Session 3: Indicators and measurement  

Session 3.1: Introduction  

38. Pim den Hertog, from Dialogic, opened the second day of the workshop by summarising the key 

points raised during the discussions of the previous day. Service innovation plays an important role in the 

economy, including in manufacturing industries, and is of increasing policy interest. Service innovation 

policies can be developed following three different approaches: (i) a demarcation approach (develop direct 

measures for individual service industries); (ii) an assimilation approach (broadening standing R&D and 

innovation policies to the activities of service innovators), which is the most common approach; and (iii) a 

systemic approach (services being integrated in innovation systems and part of a broader innovation 

process). In addition, other policies beyond innovation policies are likely to have an impact on service 

innovation e.g. policies regarding human skills, competencies of individuals, open data, etc. As regards the 

concrete analysis and measurement of service innovation, several important issues have to be considered, 
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one of those being the heterogeneity of service sectors. Likewise, the nature of service innovation presents 

some specificities, compared to product innovation in manufacturing, which have to be taken into account 

in the measurement framework, such as the distributed character within the firm, the importance of 

coproduction and a user-centred perspective, or the complementarity with other types of innovation. 

39. Vladimir López-Bassols (OECD) provided an overview of the measurement/indicators module of 

the INNOSERV project. A first objective of this module is to provide some policy-relevant empirical 

evidence on R&D and innovation in services. A second objective is to assess the measurement gaps in 

existing data sources. As regards this second objective, the NESTI (Working Party of National Experts on 

Science & Technology Indicators) group is currently involved in a project on the review and redesign of 

both R&D and innovation surveys, which will provide evidence for future revision of the Frascati and 

Oslo manuals. This review will notably address issues related to the measurement of service innovation. At 

this stage, three different lines of analysis can be identified corresponding to the various data sources used: 

R&D surveys, innovation surveys, and other data sources such as intellectual property rights data. As 

regards the scope of the work, the project focuses on market services, both for conceptual and practical 

reason. However, some of the lessons drawn are likely to apply to public services (which is the object of a 

different NESTI project). In the next stages of the project, further topics will be addressed, such as cross-

sector linkages, impacts of service innovation, the role of outsourcing and of skills. The outcomes expected 

from the workshop are the following: get feedback on the initial work performed by the OECD; extend the 

analysis to other countries; get inputs from and co-ordinate with other projects on innovation in services; 

and identify key topics for the next steps of the work.  

Session 3.2: Measuring R&D in services: challenges and opportunities  

40. Jeremy Howells, from the University of Southampton in United Kingdom, introduced the session 

with an overview of the various challenges related to the measurement of services R&D. Very little is 

known so far on the nature of R&D activities in service firms. Generally speaking, there is an important 

need for analysis and case studies aiming at understanding why service firms do R&D and how those 

activities are organised inside service companies. The description of innovation systems as well as R&D 

and innovation measurement frameworks are still very biased towards manufacturing regimes, so that 

various specificities of service R&D are not well taken into account. One of the main problems in the 

current measurement of service R&D stems from the lack of awareness of R&D within service businesses, 

which may perform R&D without recognizing it. A second issue is that R&D and innovation in services 

are a more open process than in manufacturing: networks, communities and user-centred interactions tend 

to play an important role, which implies that the firm might not be the optimal unit of observation. A third 

issue relates to the blurring boundaries, both inside the firm, across the different activities, and outside the 

firm, between the different actors involved in the coproduction process. The boundaries between services 

and manufacturing sectors might also be challenging. Besides, other issues should be considered beyond 

the metrics-related aspects, such as the use of new forms of intellectual property rights in services.  

41. Evyatar Kirschberg, from the Central Bureau of Statistics, shared Israel’s experience regarding 

the measurement of R&D in the software sector. In Israel R&D surveys have been revised over the last 

three years, following a methodological review by two different groups of experts in 2005 (Helfan 

Committee) and 2009 (OECD). Concerning software R&D, the revision of the survey addressed both 

definitional issues (e.g. the difficulty to distinguish software R&D activity from non-R&D activity) and 

classification issues (notably regarding the treatment of large multinational R&D centres). The 

reclassification of data resulted in a significant decrease in the proportion of software R&D (from 40% to 

26%). As to the definition changes, no significant impact was observed on the results, one of the 

explanations being that firms always use accounting reports as a source for R&D expenditure regardless of 

the questionnaire definitions. The next challenge is to understand the real scale of software R&D activity 

beyond the computer and related services industry. The first results of the new Israel R&D survey, which 
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asks for a breakdown of R&D expenditure between activities, suggest that the overall proportion of 

software R&D significantly increases when considering the activity of other industries. 

42. Ari Leppälahti, from Statistics Finland, presented some preliminary results on the potential 

impact on BERD (business enterprise R&D) data of a reclassification of enterprises by industry. Several 

issues are associated with current industry classifications. A first issue is that each enterprise is classified 

by only one industrial code, whereas some firms might have different activities, notably both 

manufacturing and service activities. A second issue stems from globalisation and the fact that a number of 

firms tend to outsource their manufacturing activities overseas, while R&D activity remains in the home 

country. Taking those issues into account, the first results of a Finnish reclassification exercise indicate a 

very significant impact on the distribution of BERD across sectors, with a significant redistribution of 

R&D activities towards services. This suggests that BERD activities would be better measured if they were 

reported with a breakdown by product group rather than relying on main activity.  

43. Vladimir López-Bassols, OECD, provided a brief overview of the definitions and scope of R&D 

data available at OECD, referring to the work conducted in the framework of a NESTI project aiming at 

reviewing BERD surveys. In terms of sectoral coverage, services are in principle not excluded from BERD 

surveys, which are designed as a census of known or suspected R&D performers. However, the 

measurement of R&D in service firms may be underestimated as there may be a difference between what 

service firms acknowledge as R&D and what their actual activity is. Besides, R&D surveys focus mainly 

on intramural expenditure and personnel which may be a problem for covering service R&D activity 

which is often sub-contracted (extramural R&D). Finally, the overall measurement framework faces a 

number of challenges pertaining to the increasing complexity in how R&D activities are organised in 

firms, including growing trends  such as internationalisation, outsourcing and use of on-site consultants, or 

‘servitization’. 

44. Fabien Verger, OECD, then presented some preliminary results from OECD analytical work 

using data on business R&D by industry (from the ANBERD database). The share of services in total 

BERD has been increasing in all countries during the last decade. This share can however be significantly 

impacted by the methodological approach adopted by countries (classification of R&D activities by main 

activity or by product field, treatment of large firms or R&D institutes depending on whether their R&D is 

redistributed in the industry served or not), so that cross-country comparisons are not always possible. 

R&D intensity changes can be further analysed to determine whether they are due to increasing R&D 

efforts in each industry (a within-sector effect) or to industrial restructuring towards more R&D-intensive 

sectors (between-sector effect). The results of this analysis show that within changes in services have been 

positive in all countries, which points to an increasing R&D effort in service industries. 

45. The ensuing discussion focused on various gaps and possible improvements of current R&D 

surveys regarding the measurement of service R&D. One key issue concerns the boundaries of R&D in 

services, which are often informal, incremental, and sometimes difficult to distinguish from non-R&D 

activities (e.g. consultant routines). Besides, most inputs for innovation are not registered as R&D in the 

service sector: service design, engineering, etc. Sectoral frontiers are also unclear, and may be a barrier to 

understanding the organisation of service R&D. Industry classification choices (regarding the treatment of 

outsourced activities or of R&D centres) are notably likely to have a large impact on the analysis, so that it 

would be relevant to have a classification of R&D activities based on product fields.  Another issue raised 

is that the current framework is focused on intra-mural R&D, whereas R&D in service sectors tends to be 

more outward-looking. In this regard, another key issue concerns the optimal unit of analysis of service 

R&D, which may be more appropriate at the network-level rather than at the firm-level. Similarly, for large 

multinationals, the distribution of R&D activity by country may not be straightforward and it would be 

useful to also ask about the total activity of the firm worldwide. 
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Session 3.3: Measuring innovation in services and service-based innovation  

46. Luis Rubalcaba, from the University of Alcalá in Spain, introduced the session by presenting the 

major trends in the analytical framework for research and measurement of service innovation, which has 

generally evolved from a sectoral level of analysis (focusing on innovation in service firms), to the analysis 

of service-oriented innovation in any kind of business (blurring frontiers), and finally to the analysis of 

service innovation networks (multi-agent framework). Professor Rubalcaba then presented two different 

research projects on service innovation. The ServPPIN project, which is now finalised, aims at analysing 

the contribution of service innovation to EU growth and welfare and notably the role of service innovation 

networks. Collaboration between different actors (private and public sectors, but also non-governmental 

organisations, civil society) is indeed an increasingly important factor for service innovation. As a result of 

the project, several needs for future research were identified. Among the list of important topics are the 

analysis of performance and innovation gaps in services, the understanding of innovation impacts, the 

measure of resources for innovation and finally the role of social innovation in services. A second project, 

part of the Sectoral Innovation Watch - Europe Innova project, focuses on the role of organisational and 

service innovation in the transformation of the value chain. From a conceptual point of view, services are 

likely transforming the value added chain through various trends: servitisation, internationalisation, 

co-operation and coproduction, and the creation of new business concepts. For the most part, the concrete 

measurement of those various trends remains a challenge.  

47. Ray Lambert, from Birkbeck College in the United Kingdom, presented a study derived from a 

NESTI project involving the collaboration of 18 countries aimed at identifying different modes of 

innovation. Those modes of innovation, derived through factor analyses of microdata, correspond to 

different strategies of firms. The different typical modes identified across countries were innovation 

dominated by technology or the use of IP, marketing-based innovation, process modernising innovation 

(e.g. based on expenditure on IT, or of training), wider innovation (focused on organisational and 

managerial types of innovation), and networked innovation (based on external sources of knowledge). The 

analysis of the relative orientation of sectors to those different innovation modes shows significant 

differences across countries, which suggests that national innovation systems play an important role in the 

innovation picture. Significant differences across countries are also observed regarding the impact of those 

different innovation modes on economic performance (measured by firm productivity or growth). Overall, 

the analysis indicates that although the set of core innovation modes remains broadly similar across 

countries, there are some country specificities in the way those modes operate and the role they play in 

economic performance.  

48. Frank Foyn, from Statistics Norway, shared Norway’s experience in measuring innovation in the 

tourism sector. This sector, which is not included in the Norwegian Innovation Survey sample, has been 

the object of a specific mandatory survey, covering around 600 companies, following the standard 

innovation survey questionnaire in order to get comparable results with other sectors. The results indicate 

that the level of R&D activity and innovation activity is lower in tourism than in other service sectors, 

except for marketing innovation. Besides, according to the results, the most important factor hampering 

innovation in tourism is the absence of demand for innovation. This analysis raises the question of whether 

the standard measurement framework is well-suited for capturing innovation in the tourism sector, as well 

as in other service sectors, where the understanding of innovation might be different. In this regard, during 

the past year Norway conducted an experience to analyse what would be the impact of a change in the 

measurement framework on innovation activity analysis, which consisted in sending a separate innovation 

survey (which is usually combined with the R&D survey in Norway) for some specific sectors (e.g. 

accommodation), which excluded R&D-related questions. The preliminary results tend to show that 

making a separate survey leads to higher innovation activity results in those sectors.  
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49. Fernando Galindo-Rueda, OECD, presented ongoing OECD work on reviewing the innovation 

measurement framework through the collection of innovation survey metadata. Regarding sectoral 

coverage, although some sectors are always covered (e.g. manufacturing, wholesale, financial services, 

R&D) the overall coverage differs across countries, which should be taken into account in cross-country 

comparisons. Generally speaking, the service sector is under-represented in the target population of the 

survey, in part due to the size threshold for inclusion. As regards response rates, which are also likely to 

affect the results on the propensity to innovate, no significant difference is found between manufacturing 

and services sectors. Finally looking at the questionnaire content, it is globally comparable across 

countries, although some differences are found in the formulation or the coverage of some questions, 

notably on innovation expenditure. The questions relating to marketing and organisational innovations are 

also missing for a small number of countries.  

50. Valentine Millot, OECD, then introduced some preliminary service innovation indicators 

computed on CIS 2008 microdata available at the Eurostat Safe Centre. The first results show that 

innovation is not restricted to the manufacturing sector, especially if one takes into account different types 

and modes of innovation. The differences in innovation performance are found to be higher between 

sectors of different technology or knowledge intensity levels than between services and manufacturing 

sectors. CIS data can also be used to analyse the blurring frontier phenomenon: it was found that around 

30% of product innovating firms do innovate both in goods and in services. Besides, a non-negligible 

proportion of service firms reported only innovating in goods, which may point towards a measurement 

bias issue. A preliminary exercise of multidimensional scaling of the various types of innovations was 

performed as a first step towards developing a taxonomy summarising the different types or strategies for 

innovating. The results tend to show differences between service innovation and innovation in goods, 

service innovation being closer to non-technological forms of innovation and to activities of acquisition of 

external knowledge.  This work is intended to be refined in the next steps of the INNOSERV project and 

extended to other countries beyond the CIS sample currently available at Eurostat.  

Session 3.4: IP-based indicators of service innovation – patents and trademarks 

51. Valentine Millot, OECD, provided an overview of the possible use of patent and trademark data 

to measure service innovation. Such data present several advantages compared to survey-based data: they 

constitute a quantitative and exhaustive source of information, they are comparable over time and across 

countries, and they are publicly available. Patent data have been extensively used as an indicator of 

manufacturing and technological innovation, but they may be less appropriate for measuring service 

innovation, which is generally less technology-oriented. They can nevertheless provide some useful 

information, for example on software and business methods inventions. Trademarks are used in all sectors 

of activity, and they notably constitute a key protection strategy for service firms. However the link 

between trademarks and innovation is not straightforward. Some empirical studies have shown that 

trademarks are significantly correlated to innovative activities, namely product innovation and marketing 

innovation, so that trademarks could be used as an innovation indicator, notably for service innovation. 

Two different approaches can be followed to measure service innovation based on IPR data. A first 

approach consists in looking at service innovation across sectors based on the technology or product 

classes contained in IPR documents. Secondly, it is possible to adopt a sectoral approach, looking at the 

IPR activity of service firms. The latter approach however is not straightforward since it implies either 

building a concordance between IPR-related technology/product classes and economic activities or 

matching IPR microdata and firm-level databases, which represents an important amount of work.  

52. Stephan Gauch, from the Technical University in Berlin, reviewed the various advantages and 

pitfalls of using trademark data to measure innovation, particularly in some sectors. Although the link 

between trademarks and innovation is not straightforward, there is a significant positive correlation 

between trademark use by firms and product innovation, especially in knowledge-intensive services, which 
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implies that trademark data could in principle be used as an indicator of innovation in those sectors. 

Several pitfalls nevertheless have to be taken into account. One key issue is that the classification of 

products associated to trademark registrations (Nice classification) is not directly comparable to the 

classifications of economic activities (ISIC/NACE). The level of aggregation is notably very high in some 

classes of products. It is thus necessary to combine the information on classes with text queries on goods 

and services descriptions in order to calculate any sectoral indicators on trademarks. Another issue is cross-

country comparisons, as trademark systems are not entirely homogenous across countries. Several 

approaches can be chosen to overcome this, either restricting the analysis to international trademark 

systems (Community trademarks for European countries or International Registrations under the Madrid 

System), or using a triadic trademark approach. Stephan Gauch then presented a possible line of analysis 

based on trademark data, focusing on the specialisation of countries, relying on the relative importance of 

the various classes of products designated in trademark applications.  

53. Further issues pertaining to IPR were addressed during the ensuing discussion. One of those 

issues is the possible strategic use of IPR by firms (e.g. through patent thickets or trademark cluttering), 

which may confound the link between IPR and innovation, and affect the interpretation of IPR data. From 

a methodological point of view, the participants pointed out the need for an integrated microdata 

infrastructure (e.g. by using company numbers in IPR applications), which would simplify considerably 

the use and interpretation of registered-based data. Finally, another line of analysis was suggested, focusing 

on IPR licensing data. Licensing, notably licensed software, is indeed likely to play a non-negligible role in 

service innovation. Reliable licensing data are however difficult to obtain, and this issue might be better 

addressed through surveys.  

Session 3.5: Linking service innovation: policy indicators and business performance  

54. Irene Bertschek, from ZEW in Germany, presented the work currently performed in the context 

of the SERVICEGAP project (Impact of Service Sector Innovation and Internationalisation on Growth and 

Productivity), funded by the European Commission. This project is organised around three thematic fields 

of analysis focusing on productivity drivers in services at the macro-level, firm strategies in knowledge-

based economy, and the internationalisation of service markets and growth.  In the second line of analysis, 

a first study analyses the role of IT outsourcing as a source of innovation, based on data from the ZEW ICT 

survey. The results show that IT outsourcing has a significant impact on process innovation in services but 

not on product innovation, whereas the reverse is true in manufacturing sectors. A second study 

investigates the drivers of innovation input (expenditure) and output (different types of innovation) in the 

service sector, using data from the Mannheim Innovation Panel (cross section CIS2009). Product 

innovation in service firms is found to be significantly and positively related to co-operation with other 

enterprises, customers, suppliers and with universities. For other types of innovation, only the co-operation 

with other enterprises has a significant impact. The next steps of the project will investigate the impact of 

innovation on productivity and employment using a CDM model approach, and will cover several 

countries besides Germany, notably Ireland, the United Kingdom and Poland. Ms Bertschek then 

introduced a second related EU-funded project, INDICSER (Indicators for evaluating international 

performance in service sectors), which analyses the relationship between various indicators of innovation 

inputs and outputs based on CIS data.  

55. Gustavo Crespi, from the Inter-American Development Bank (IADB), presented a forthcoming 

joint project between the IADB, the International Development Research Centre (IDRC Canada), and the 

Centre for Economic Research (CINVE-Uruguay) focusing on innovation and productivity in services in 

Latin America. The purpose of the project is to investigate the determinants of productivity and innovation 

in services to support suitable public policy, and to produce better indicators on innovation in the service 

economy. The methodological approach adopted is both quantitative (looking at enterprises and innovation 

surveys) and qualitative (conducting case studies and interviews). Two different elements account for the 
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aggregate productivity in the service sector: the productivity at the firm-level on the one hand, and the 

resource allocation at the market-level among the firms on the other (notably between high productivity 

and low productivity firms). At the firm-level, preliminary results for Chile suggest that services lag behind 

manufacturing in terms of productivity levels and growth, R&D expenditure and innovation performance. 

At the market level, the results of a cross-sectoral decomposition suggest that a reallocation of resources 

towards more efficient firms would result in a large increase in productivity. Another question tackled in 

the project concerns the presence of market failures in services, which can be investigated through the 

questions on obstacles to innovation contained in innovation surveys. The results of a simulation exercise 

suggest a massive negative impact of the liquidity constraint on innovation performance, especially for 

small firms and service firms. This points to the presence of a market failure and the need for specific 

policies in the service sector. Finally, Mr. Crespi mentioned that the final results of this project will be 

published in 2014 in the IDB flagship publication Development in the Americas: Productive Development 

Policies in Latin American Countries. 

56. Fernando Galindo-Rueda (OECD) provided an initial overview of policy-related indicators 

derived from R&D and innovation surveys that could be used in the framework of the INNOSERV project. 

Data on R&D tax incentives are now provided with a sectoral breakdown, which makes it possible to 

calculate the share of R&D tax incentives allocated to the service sector. This share is generally similar to 

the share of services in business R&D, which suggests that there is no sectoral bias in the allocation of tax 

incentives. The picture for direct government funding for R&D (procurement and grants) on the other hand 

is quite different, as for the majority of countries, the proportion of direct funding for services is much 

smaller than the share of services in business R&D, which may be explained by the assumptions made by 

policy makers on the importance of spillovers in different sectors. Data from the Community Innovation 

Survey (CIS) include a variable on whether the firm received public support for innovation or not. The 

results of CIS2008 show that the likelihood of receiving public support is the highest in high-tech 

manufacturing sectors, followed by knowledge-intensive services. Previous waves of CIS also include 

other policy-relevant questions, such as the questions on barriers to innovation or on the use of IP rights. 

57. Mr. Galindo-Rueda (OECD) then presented possible lines of policy-related analysis based on 

microdata from innovation surveys. A first approach consists in decomposing the variation in innovation 

rates between country, sector and time effects and performing comparisons holding all else constant. As 

regards cross-country comparisons, one can try to disentangle sector structure effects from within-sector 

effects on innovation performance. A second line of analysis focuses on the impact of policy variables on 

firm performance, measured by productivity growth or distance to the productivity frontier, and notably the 

mediating role of policies on the impact of innovation on business performance. Various policy variables 

can be considered such as public support (firm-level), support for R&D (sector-level), employment 

protection and differences in regulations (country-level). Another policy-related issue is the importance of 

innovation spillovers in services, which can be investigated by looking at the impact of competitors’ 

innovative activities on the performance of the firm. A final possible line of study consists in analysing the 

impact of country regulation size thresholds on the innovative performance of firms. 

58. Several issues regarding policy-related indicators and analysis were raised by the participants 

during the discussion. First regarding the variables, policy indicators are generally very simple (e.g. public 

support yes or no) and do not take into account the multitude of different policies, hence the need to 

combine as far as possible various sources of information. Secondly, the participants pointed out the 

difficulty to show causality relationships (e.g. the impact of policies) using cross-sectional data. Time 

series data would be more appropriate to assess those causal relationships. This is however only available 

for a few countries (e.g. Canada). Finally, the use of systemic variables could be considered in order to 

take into account the impact of the innovative environment beyond the firm level. 
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Session 4: Conclusions and next steps  

Session 4.1: Defining the research agenda – open discussion of OECD proposals  

59. Concluding remarks were provided by Ward Ziarko (Belgium Federal Science Policy, TIP and 

NESTI), who highlighted six main challenges for the measurement of R&D and innovation in services, 

namely: 

 Understanding the nature of research and innovation in services, which may imply adapting the 

measurement framework to overcome various issues among which: 

 The lack of recognition of research and innovation in services 

 The lack of clear boundaries between R&D and innovation activities in services. 

 Their interactive nature which make it difficult to identify the optimal unit of analysis. 

 Understanding the respective roles of the different actors involved in research and innovation in 

services, notably the role of the public sector. 

 Improving the indicators of research and innovation in services through the use of case 

studies, efforts regarding the design of surveys, and also through the use of other sources of 

information on innovation such as IP-based indicators. 

 Improving sectoral classifications to better take into account the heterogeneity of the service 

sector, by identifying relevant classification criteria (e.g. the type of users).  

 Developing analytical work notably to benchmark countries and to better understand the 

impact of research and innovation in services on productivity, employment and growth.  

 Monitoring the various policies implemented in order to identify those which are successful 

and which should be favoured by governments.  
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