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Introduction

The current Innobarometer @trategic trends in innovatiop0062008 was conducteduring April
2009in the 27 Member States of th&JENorway and Switzerland, under the framework of the Flash
Eurobarometer surveys.

This is the eighth wave of the Innobarometer.previous years,he following topics have been
covered

— Innobarometer 2001focusedon European managers' experience and priorities in the field of
innovation. They were also asked for their views on the role of a European integrated
approach to access to advanced technologies, mobilisation of human resasoteesng and
sharing knowledge, access to funding and customer acceptance of innovations.

— Innobarometer 2002its objective was to seek the opinions of European managers on their
companies6 strengths and needs i ationiamdrnthev at i on
output achieved, as well as the actual practice ebpmvation and knowledge sharing. In
addition, it looked at the role of training and education, the development of managerial
approaches to innovation and the contribution of enterprisethéopublic debate on
innovation.

— Innobarometer 2003the survey aimed at gathering European managers' experience and
priorities in the field of innovation. They were also asked for their views on the role of
European integration in access to advancetineogies, mobilisation of human resources,
protecting and sharing knowledge, access to funding and customer acceptance of innovative
techniques.

— Innobarometer 2004 Experience of European managers in innovative activities" was the
subject of the surveylhe evaluation of public support for innovation from a business point of
view was the major focus, one that also resulted in a special comparative report of the
European Innovation Scoreboard.

— Innobarometer2005 t hi s was named AiRre aEu rneepeso .f oF u ri mpeoe
were interviewed to analyse how willing they were to embrace innovation. Their willingness,
or reluctance, to buy innovative products or services was characterised for all EU25 countries,
candidate countries and EFTA members.

— Innobarometer2006 t he survey focused on fAiThe role of
Europeo. Busi nes s dile envipmemerast were gnterviewed caboutsttieie r
experiences of working under such conditions, with a special emphadise ofluster
membership on innovation, competition and business development.

— Innobarometer 2007 t he Al nnovation transfero survey p
enterprises innovate, the role of AB&D based innovation, and the extent to which
innovation is outsourced or transferred from other businesses or organisations. The survey
investigated produeaind processelated innovation separately.

The current wave of Innobarometer (20@®ced the focus omnovation spending (including the
effects of the current economic downturn), the role of innovation in public procurement tenders, the
effects of public policies and private initiatives to boost innovation, and other strategic Taads.
reference period of the various activities surveyed was that between 2006 and 2008 (if the question
concerned financial issues), or until the time of the suf2899 April).
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Firms with at least 20 employedrm specific innovatiofntensive indusir sector§ were randomly
selected to be included in the survdsrom among these, Innobarometer screened those where
innovative activities took place in the pasirde years (20062008) and inquired about specific
experiences related to recent examplaasmdvation.

The current report gives descriptive information on the following surveyed topics:

— Characteristics of innovative enterprises
— Innovative activities

— The role of R&D in innovation

— Innovation transfer

— Policy support for innovation

The survey ample was selected randomly, but disproportionally, according to three criteria: country,
company size (2@9, 506249, 250+ employees) and activity sector within the industries listed in the
footnote on this page. Activities are categorised in this regumording to the OECD definition of
technology intensity:

e high and medium higkechnology manufacturing (referred to faigh-tech industies in the
report)

e |ow and mediurdow-technology manufacturingoiv-tech industies)

e knowledgentensive services

o |essknowledgentensive serviceometimes referred to ather services

The targeted number of main interviews varied somewhat by the size of the respective country;
however, the default sample size was 200 in most EU Member States. In the dvtexihbsr States
(Cyprus, Malta, and Luxembourg), the sample consisted of 70 enterprises.-EUnoountries, the
sample target size was 100 (Switzerland and Norway).

During the analysis we sometimes use the country classification according to the 20p8aRkuro
Innovation Scoreboafdand consistently provide all results the frequency tables in the Annex), as
follows:

— fAlnnovation leaderd: Denmark, Finland, Germany, Sweden, Switzerland and the UK

— flnnovation followers: Austria, Belgium, France, IreldnLuxembourg and the Netherlands

— fAModerate innovatois Cyprus, Estonia, Slovenia, Czech Republic, Greece, ltaly, Norway,
Portugal and Spain

— fACatchingup countries: Bulgaria, Hungary, Latvia, Lithuania, Malta, Poland, Romamid
Slovakia

Overall, Gdlup interviewed 5,238 enterprises across Europe, betwgeih 1 and 9 200, using
fixed-line telephone methodology. (For the country breakdown of the actual number of interviews
achieved, pl ease refer to ASurvey detailso in
senior company managers responsible for strategidsaeemaking. Typically, they were general
managers, owners and financial managers.

! Aerospace engines, Aerospace vehicles, Defence, Ahayit, Constr. Equipment, Apparel, Automotive,

Build. Fixtures, Equip., Services, Business services, Chemical Products, Communications equipment,
Construction / Materials, Distribution services, Energy, Entertainment, Financial services, Fishingiagd fish
products, Footwear, Furniture, Heavy construction services, Heavy machinery, Hospitality and tourism,
Information technology, Jewellery and precious metals, Leather products, Lighting and electrical Equipment,
Lumber & Wood Mfrs, Medical devices, Metslanufacturing, Oil and gas products and services, Other, Paper,
(Bio)Pharmaceuticals, Plastics, Power Generation & Transmission, Processed Food, Publishing and Printing,
Sport and Child Goods, Textiles, Transportation and Logistics, Utility

2 http://www.proinno-europe.eu/EIS2008/website/docs/EIS_2008_Final_report.pdf
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Poststratification weights were used to restore the artificiditorted proportions according to
company size and industry sector. When discussingwield or other spranational summary
estimates, interviews are weighted to correct for the disproportional selection of countries in the
starting sample. A technical note indicating the manner in which the Gallup partner institutes
conducted the survey can be found atehe of this analysis. It provides further detail on interviewing
methods, sampling and the statistical margins of error.

The reader of this report is reminded that the enterprises interviewe
Innobarometer were sampled from sectors that are likely to be innova
Thus, the results obtained in Innobarometer are not representative g
entire businessommunityof the gecific countries or of the EU itself.
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Main findings
Innovation profile

¢ One in 10 companies (from innovatiaortensive sectors, with at least 20 employees) are
reliant on innovation as a primary source of sales income (9%). A quarter see innovation as a
significant source of income and over half (57%) are involved in innovation but do not gain
significant revenues from its products directly.

e Hungary was by fathe country with the most of such firms reporting no innovation (30%). In
contrast, one in five firms active in the surveyed sectors in Cyprus and Finland are dependent
on innovation as primary source of income.

¢ Innovation as a primary or significardugce of income does not vary dependent on company
size. But roughly 1 in 10 small companies do not innovate, and that is only the case for 2% of
large companies.

e Companies that increased spending in innovation and companies that spentoseior
outsourced R&D were more likely to say innovation was a primary source of income.

e The more a firmés sales are dependent on i nnc¢
increasing or decreasing turnover.

Trends in innovative activities

e About half (45% to 50%) of companies reported that they have been introducing each type of
innovation included in the survey (e.g. improved products, services, processes, marketing
strategiesor organisational changes, etc.) in the period 22088. Over 8% of companies
reported that they have introduced at least one type of innovation of those surveyed.

e Slovenian, Finnish, Swiss and Swedish companies were the most likely to introduce at least
one kind of innovation (91993%) and also some of the mosbl&to introduce products and
services innovations (74%8%). Cyprus scored consistently highly in the areas of
introducing marketing, organisational and process changes, while Hungary and Bulgaria were
often at the low end of the distributions.

e Enterprses that reported an increase in innovation investment between 2006 and 2008 were
much more likely to introduce a produot service innovation (81%) compared to those with
stagnant (62%) or decreasing (60%) innovation investments. The same is truradavliere
the sales revenue has been increasing between 2006 and 2008 (73% &49%5686those
where no increase was seen).

e Since 2006, almost half (46%) of EU enterprises have introduced new or significantly
improved business processes (e.g. in pradagctistribution, support). Such innovations are
most characteristic of manufacturing firms: 57% and 55%, dependent on the sector. In
contrast, only 43% in the service sector (regardless of technltagsity) have introduced
such innovation.

e A similar number (45%) of EU enterprises have introduced a new or significantly improved
marketing strategy since 2006. In particular, the less knowliedigesive service companies
have done this: 52% in this sector confirmed adopting new or improved strategies.
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Since 2006, 49% of surveyed enterprises have introduced new or significantly improved
organisational solutions (e.g. in knowledge management, workplace organisation, external
relations). Such innovations were most prevalent in the knowliedigiesive senge sector
(53%) and somewhat lower in manufacturing (regardless of the level of technology, 47%).

Spending on innovation

A quarter of enterprises surveyed in the EU (26%) spend more than 5% of their turnover on
supporting innovation. However, most epteses spend less than 5% (59%) or do not spend
any of their turnover on innovation (6%). One in 10 managers could not, or did not want to,
provide an estimate in this regard.

Those companies that rely on innovative services and products in theinsakeshe most
likely to spend more than 5% of their annual budget on innovation (41% vs. the EU average of
26%); and 9% of these companies spent more than 25% in 2008.

Acquisition of machinery, equipment or softwasds the most widespread form of inntiva
investment (76% of firms in 206B008). This type of spending was also the most common
among those firms that had increased spending on innovation in the same timeframe (65%).
This translates to 49% of all enterprises interviewed.

Training with thegoal of supporting innovation was the seconolst widespread investment
that enterprises reported: 50% had such expenditure and 63% of these enterprises increased
the amount spent when comparing 2008 to 2006.

Spending on innovation activities other tHR&D is fairly widespread across all size
segments: almost all large enterprises (94%) have spent money in this area, as have all other
sizes of enterprises (8292% depending on the number of employees).

The more a company relied on sales income fromviaitie products or services, the more

likely it was to have boosted its budget for fR&D innovation between 2006 and 2008

(63% of those where sales of innovative products is only secondary vs. 82% of those who see
this as a primary source of income).

Manufacturers (highand lowtech) were more likely than service providers to invest in R&D:
enterprises in highech industries were most likely to report such expenditure (55%) as well
as having the highest proportion of increased R&D budgets (62%).riteethat were the

least likely to have invested in technological innovation were those in the less knowledge
intensive service segment (37%).

Exactly twice as many of the largest enterprises (74%) than those in the smallest segment
(37%) have invested iIR&D since 2006.

Trends in innovation investment

Over a third of enterprises interviewed reported an increased spending on innovation in the
past three years but only 12% anticipated a boost in their innovation budgets for 2009. On the
contrary, 28% ofmanagers thought their 2009 innovation budget would shrink, although only
9% indicated that such a pattern existed between 2006 and 2008.
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e However,most enterprises have had a stable or stagnant innovation budget (not counting
inflation) between 2006 and@8 (47%), and 51% expected to maintain their current spending
in 2009.

e A finegative turnaroundo (i .e. innovation spert
between 2006 and 2008) was most often seen in théeldw/mediurdow-tech
manufacturingsector (14%), in the largest enterprise segment (13%) and in countries
classifiedipads (A8a&)cltiynd he 2008 European I nno
classification.

e When asked about the direct effects of the current economic downturn, most ergetigris
not report any change in innovation expenditure during the past six months (59%). However,
of those who did change, roughly twice as many companies indicated that they have cut back
on innovationrelated spending (22%) compared to 9% that haveaserktheir innovation
budget. This marks a rapid deterioration compared to period@®@here 35% of
companies said they had increased innovation related expenditure while only 9% reported a
decrease.

e The fdnfloowlkirmdgd att i t udomexpenditiranircrespoaseiothg i nnovat
economic downturn was particularly characteristic of higgth manufacturing firms (13%)
but this segment was alsdiowever marginally the most likely to have cut their innovation
budgets (24%).

Strategic initiatives to support innovation

¢ Regarding the most soughtterskills to support innovatigrgeneral communication skills
and a capacity for team working were the ones that most enterprises looked for (58% and
56%, respectively) when hiring or training their it employees. Creativity and negotiation
skills were mentioned by less than half of enterprises surveyed (48% and 46%, respectively)
and just under a third (32%) were specifically looking for the ability to communicate with
people of other cultures.

e All of these skills were more likely to be a focus of recruitment or training activities in the
larger enterprise segments and by enterprises that had an international aspect in their core
activities. They were also more sougtfiiter by enterprises active $ervice sectors than in the
manufacturing sector.

¢ Interms of integratingnternal activities and systens support innovatiorEU enterprises
were most likely to say that they had introduced mechanisms to support the collection of
innovative ideas froremployees (46%), while 40% have used staff rotations and secondments
to bring new perspectives to work processes.

0 The gap between the largest and the smallest enterprises is widest in the extent to
which they utilise specialised knowledge managemenesys{small firms: 32%,
large companies: 56%) and the extent to which enterprises create cross
functional/departmental teams in innovation projects (small: 28%, large: 69%).

e Firms are less likely to usxternal relationshipso support innovation: they we slightly
more liable to involve potential customers or clients in product testing (26%) ehouse
innovation activities (24%), than in actually sharing or exchanging intellectual property
(22%).
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e Enterprises that increased their innovation spenoéatgeeen 2006 and 2008 were somewhat
more likely than others to participate in online discussion forums relevant to innovative
activities and to involve potential users irhiause development activities and were much
more open to sharing or exchangingelt@ctual property with a broader development
community (31% of companies in this group, 9 percentage points above the EU average).

e Interms of strategic partnerships, these exist particularly within the supply chain: with
suppliers (42%) or with spedifi(presumably large or important) customers or clients (39%).

0 Large enterprises stand out in each type of strategic link tested; this is especially
evident in strategic relations outside a
companies the more likethey were to be engaged in strategic relationships with
other companies, research or educational organisations.

e Slovakia, Finland and the Czech Republic were the most successful countries in terms of
forging partnerships; Hungary and Latvia were cdasity in the bottom three countries in
this regard.

International activities in support of innovation

e Roughly 1in 16 EU enterprises (6%) stated that they made investments in support of
innovation in companies located in other countries. One firh® outsourced (innovatien
related) tasks to firms abroad and roughly one in six (17%) had another type cooperation with
companies in foreign countries. About one in six firms (16%) recruited employees from
abroad and 13% testarketed their innovativerpducts in other countries.

e Of the EUbBs six | argest countries, t he UK anc
(40% and 39%, respectively), Poland was slightly above the EU average (36%), but France
(23%), Germany (20%) and lItaly (17%) were aqéime countries having the least amount of
such crosdorder activities.

¢ Many of the smaller, more open economies reported much more intensive international
activity, with Slovenia and Cyprus (both 61%), Ireland (60%) and Luxembourg (58%) topping
this rarking.

e The larger the enterprise the more likely it was to have undertaken international activity (to
support innovation) in the past three years: 60% of companies in the largest enterprise
segment, 48% of mediwarge enterprises, 38% of meditgized firns and 27% in the
smallest segment.

e Companies with a significant international focus in their core activities were much more likely
to indicate that they performed one of the cilogsler activities mentioned to support their
innovation (55%) versus 18% firms who only operate domestically.

e Almost threequarters (71%) of companies who reported any of the tested international
activities said that these remained within the EU, Norway or Switzerland. This means that,
overall, about a quarter afl firms surveyed by Innobarometer had créggder relations
within the EU (or in Norway or Switzerland) in support of innovation.

e About 1in 10 (11%) enterprises with international activities to support their innovations

indicated cooperation with countries adesthe EU (among their two main locations of such
activities).
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Segments that were most the likely to have engaged in international relationships to support
innovation were those in the higlach manufacturing sector (47% of those performing
internationalactivities and 21% of all companies had such relationships with countries outside
the EU), in the mediurarge (46% and 22%, respectively) and large (43%, 26%) enterprise
segments.

Lead Markets

The vast majority of EU enterprises considered that tead market is (within) their home
country (70%), 10% indicated that it is elsewhere within the EU (or in Switzerland or
Norway) and 3% indicated that it is located outside the EU.

Companies who were the least likely to identify their domestic marketvaisg the most
demanding clients (i.e. higiech manufacturers: 51%, let@ch manufacturers: 54%, those
with crossborder core activities: 48%) were also the most likely to claim that there is not a
real difference between the various market areas (18%,ahd 21%, respectively).

Those companies that named another EU country as their lead market were primarily those in
the manufacturing segments (higgth: 19%, lowtech: 20%), the largest enterprises (15%),

the relativelyyoung ones (established aft€/0d: 13%) and those that gain most of their

revenue from the sales of innovative product and services (16%).

Public procurement

Just over a quarter of all firms (27%) surveyede actuallyvonat least one public contract

in the period since 2006. Overall, 9% of the enterprises surveyed and interested in public
procurement, did not win a contract (3% did not even submit a bid and 6% submitted a tender
but did not win). At the same timé2% ofthe interviewed enterprises explicitly stated that

they were not interested in public tenders.

Knowledgeintensive service companies showed the most interest (44%) and were the most
likely to win public procurement tenders (32%).

Between 64% and 77% obmpanies interested in public procurement indicated that none of
the opportunities investigated / unsuccessful bids made / contracts they wavided the
opportunity to offer innovative products or services.

Large enterprises seemed to be much rikety than others to find public call for tenders
where they could sell innovative solutions (55%).

Over a third of companies considered low cost and an innovative component in public tenders
to be equally important in terms of making a successful lmd: tost was considered to be

more important than the inclusion of innovative products by 30% of companies, while roughly
1in 10 (9%) opted for including an innovative component. A quarter of managers did not
have an opinion on this subject.

Public policies and other factors influencing innovation

Nearly half of the enterprises surveyed indicated that dessigiedoolicies had positively
impacted their innovation activities (48% reported a positive effect from at least one policy
related change)
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0 The most influential was new environmental regulations that encouraged or required
35% of EU enterprises to innovate.

e Supplysi de policies were less |likely to have po:
activities since 2006: just a third of allirveyed companies confirmed that newly introduced
public policies in the field of taxation or direct subsidies for innovation provided them with
increased opportunity to innovate.

e Variations were especially pronounced in how much enterprises fetteahahdside policy
changes (i.e. changes in environmental or other regulaifonsservices provided by
intermediaries) positively influenced innovation activities: those in thetieicjin
manufacturing sector (54%), in the large enterprise segment (6tPt)@se who felt that
innovations can be sold as part of public procurement contracts (63%) were able to capitalise
on such changes.

e Demandpull factors (e.g. pressure from competitors, demands from clients) were more likely
than technologyush factorgi.e. emergence of new technologies or opportunities to
cooperate with knowledge centres) to positively influence innovation activities between 2006
and early 2009. Almost thregiarters (72%) of enterprises indicated that at least one of the
demandpull factors tested in the survey influenced their innovation activity in a positive
manner.

e Opportunities or demands in the private sector had a primacy over public demand: about half
of enterprises confirmed that increased pressure from competitors {(B8féased demand
from existing commercial clients (49%) and new opportunities to expand within existing
markets or enter new ones (49%) offered opportunities for (or even required) them to boost
i nnovation. Publ ic cl i entoslypamineritydledd)of had a si
enterprises

Companies thoughts about their competitive advantage and future trends

e The single most widely indicated strategy to remain competitive in the next two years, was the
one not necessarily involving innovation: 32%cofmpanies said they felt they would be
successful primarily because they would be able to cut costs or prices of existing products and
services.

e However, six in 10 companies (60%) indicated an explicitly innovative direction where they
saw their main competitive advantage could be in the near future (23%, development of new
products or services; 21%, modified versions of current products/serd@@ésnew business
models or marketing strategies).

e Productrelated developments (to develop new ones or to upgrade the existing ones) were
primarily mentioned by manufacturers (especially Higth: 27% indicated both types), while
improved business moldeand marketing innovations were the most popular choices in the
knowledgeintensive service segment (21%).

e Companies feel that energy efficiency will be the main driver of innovation over the next two
years: 32% of managers named this as a key trendriovators. Roughly one in six (16%)
saw opportunities in serving the increasing number of older people, 15% considered emerging
export markets and 12% pointed to demands in education,-surciedalth services.
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1. Innovation profile

Although the Innobarometer surveys have been designed to captarprises active in innovation
intensive business sectorsot all companies surveyed reported that thaye either introduced a
specific innovation or have been spending on innovatiopatduring thethree years preceding the
survey (20082008). Also, the relative weight of innovation in the main activities of the enterprises

di ffers: some enterprisesd success relies primar
stronger emphasis on nénnovative products and services where innovatinly plays a secondary

role. This introductory section wil!/ il lustrate
this typology.

Enterprises were classified into falistinct types on the basis of their reliance on innovation:

A) Enterprises where innovation (innovative products or services) is the primary source of sales
income (9% at an EU27 level)

B) Enterprises where innovation is a significémit not primary)ysourceof income (27%)

C) Enterprises where innovation exists, but is a-significant source of income or does not
contribute to sales (57%)

D) Enterprises with no innovaticactivity (8%)

The typology is primarily based on QA ( n 200 8, how i mpeoprad’te or wer e
services i n your t-omog aaey@se floro inreovatives produets @r Gervices
(category A in the above typologyR - innovative and nofnnovative products or services
contributed about equally to salésategory B) 3 - most sales came from namovative products or
serviceqcategory C), however, type C also involves enterprises that said they had no confirmed sales
from innovation or could not answer the question, but did indicate some innovation investment in
respons to Q1 or some innovative activity in response to Q6. Category D was comprised of
companies that did not spend on any of the innovative activities listed in Q1 (see section 2.1.2) and did
not introduce any of the innovations listed in Q6 (see sectioi)2.You may also refer to the
guestionnaire annexed to this report.

The following chart gives an overview of the sampled enterprises in each country according to the
above typology. The proportion of enterprises where innovation contributed significatitgir 2008

sales (or accounted for most of them) were identified, across the innewdénsive sectors, in
Portugal (52%), the Czech Republic and Cyprus (both 50%). In all other Member States, even in the
innovationintensive sectors this survey istiggated, the majority of enterprisbad salesthat were

only modestly dependent on innovation, or they were not engaged in innovation at all (in the period
surveyed). The E-namedcategoryi enterprises without innovative activitiésvas most widespea

among Hungarian enterprises (where 30% did not spend specifically on innovation support and did not
engage in any innovative development activity in the 200®&3 period), followed by Bulgarian (18%)

and Belgian (16%) companies. Enterprises where dfes gevenue was primarily dependent on
innovations werseenmost frequently in Cyprus (20%) and Finland (18%).

% The reference period of the survey was consistently the-2008 period if financial aspects were concerned
or between 2006 arfth o wApril 009)
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Innovation segments
among enterprises in innovation -intensive businesssectors, %

H [nnovation primary source of income Innovation significant source of income
Innovation non -significant source of income m No innovation

100-m|_111...1..1-n(’.,--cmmmm-.-——mmmml
30

80 -
5 42 46 47 48 51 55 53 55 57 55

57 60 67 68 o, 70
60 1 a a9 ©2 58 62 60 " 67 62 70 72 71 45

40 -
20 65
%8 89 B 42 35 31 35 35 29 23 bg o6

20 - 271 21 5 21 17
- " 25 25 23 11 23 19 17 16 d g 12 13 1
o B 131 118100120 “H 110120 o B30 N 10/ HCl /13K Hololifolclolls Nl

1
= %I:GLIJ}—EOUJagl—wﬂi—lm—'Il—¥>—lOUJx:)

N >
o O O o s x o < - L wWwwaoyp 2oz zWwsTE

EU2

When we look at the variation in the reliance on innovation in total se¢éefind that there are no real
differences across size segments: regardless of the number of employees, more or less the same
proportion of enterprises in innovatiimtensive segments rely primarily or significantly on sales from

their innovative products andrsies. Differences were more evident in the proportion of those firms

that do not innovate: this was the highest in the small company segment (9%) and lowest among
largest enterprises (2%).

Innovation segments Enterprlses t_hat mdmated t_hat their
among enterprises in innovation -intensive business sectors, EU27 % Spendlng on innovation has increased
® Innovation primary source of income ] compgrlng 2008_ W!th 2006 were

Innovation significant source of income most “kely to indicate that the
Innovation non -significant source of income primary source, or a significant
= No innovation amount, of their sales revenue comes
EU27 57 B . . .
COMPANY SIZE from innovative products and services
emall (20-49 emp) 56 @ (44%).Those who reported a decrease
medium (50-248 empl) _— g in the 2008 innovation budget were
medium -large (250-449 empl) 62 E .aISO r_nore Ilkely to_ S_t_ate that
large (500+ empl) 63 ; innovation contributed significantly to
LAST YEAR TURNOVER their sales (36%) than those who
Increased 58 B reported no change in spending on
Did not change 60 innovation (32%)
Decreased 52 B

EXPENDITURE ON INNOVATION

The type of innovative aigities that
- enterprises invest in has a clear

Increased

Did"‘““a”g*; €l B relationship with the relative weight
D . . . .
eerease %8 B of innovative products in their sales.
INNOVATION TYPE .
_ . _ Those who were spending on
technological (and non-technological) innovation 56 . . . .
o technological innovation (#house or
only non-technological innovation 68
INTERNATIONAL ACTIVITY (?U'[SOUI’CGd R&LA) were _clearly more
Manufacturing or sales abroad 56 Ilkely reallsmg Slgnlflcant sabs
Primary activities only domestic 59 @ revenue from innovative products or

services (45%), compared to those
firms where expenditures were focused on-temhnological types of innovation (e.g. acquisition of
machinery, knowhow, improvements on design or innovati@tated training).

“ see questionnaire: items Q1a and Q1b

®Qlc, Q1d, Qle, Q1f
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These companiesvere much more likely to report that such sales revenue was less important
(significant revenue from innovative products: 32%, not significant: 68%).

Enterprises that have an international focus in their main atiaity more likely to be reliant on
innovation in their sales (39%) compared to those where their primary activities are domestic (32%).

Finally, the interaction of innovation reliance and recent trends in overall sales revenue is ambivalent.
The proportdbn of innovatiordependent enterprises (where most, or a significant part, of sales income
is produced by innovative products or services) is the highest in the company segment where
managers reported a decrease in revenue between 2006 and 2008 (39%).

Jug over a third (36%) of enterprises with increased sales revenue indicated that at least a significant
portion of sales came from innovative products (this figure matches the EU average), and the least
likely to be innovatiorreliant were those who repodter stable income over this thrgear period

(29%).

If we look atthe picturein more
detail and from another angle, w¢ Recent financial success vs. innovation focus
see that enterprises that rel among enterprises in innovation -intensive business sectors, EU27 %

heavily on innovation in their sale! e saiEs REVENUE BETWEEN 2006 AND 2008:

were more likely to grow rapidly 5

(by more than 50%) than increased by 50%+ W%,

enterprises that haveds emphasis increased by 1050% ] 32
on innovative products anc ] 30
services: 5% and 2%, respectivel increased by-10% o

Firms with a significant income . W2

from innovation are also somewhe ncreased (extentnot specified) =,

more likely to indicate that their no change 20
sales have grown between 10 .
and 50% over these three year decreased (extent not specified) 1

32% compared to 30%among ] 6
decreased by-5%

25

Innovation primary or
significant source of sales

other enterprises ] 4 income
decreased by 525% 1111 Other enterprises
Innovationreliant enterprises . 5
were, however, less likely tc decreased by 25%+ 3
maintainsales revenues. A quarte not stated 4
(25%) of those where innovation i ] 5

not a significant source of income
reported stable sales between 2006 and 2008, while only ofiveif20%) of firms with at least
significant innovatiordriven sales revenue reported a stable level of sales in the same period.

Innovationreliant enterprises weralso more likely than others to suffer a significant decline (over
25%) in sales revere in this period (although the absolute numbers are small at this end of the
spectrum, too)Suchfirms were as likely as others to suffer a contraction ofZ8% and more likely

to have faced a slight decline in sales (5% or lassyell

® E.g. if the company manufactures or sells products or delivers services elsewhere than only in their home
country
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Table 1. provides

Table 1. Recent financial success vs. innovation foc(EU27, column %) further details  that

. _Innovation'is ... support the notiotthat
primary  significant nonsign. the more a firmb
source of  source of source of no

Sales (20062008): income  income income  innovatior Were dependent on
increased by 50%+ 3 5 2 2 Inn(?V;tIO? 2(;%620%16
increased by 160% 36 30 31 o9  Period ot « 8
, . the less likely they
increased by10% 14 16 17 16 were to reportstable
increased (extent not spec 2 2 3 2 incomes in the same
did not change 19 20 24 34 timeframe The
decreased (extent not spe 2 1 0 2 proportion  of  those
decreased by6% 3 7 4 2 flrms t:‘hat_ CiOUIC;)
increase their sales by
decreased by-35% 12 10 11 14
¥ 00 at least 10% between
decreased by 25%+ 6 4 3 4 2006 and 2008, was
not stated 3 4 5 4 highest among those
Total "increased" 55 53 52 40 Wh(.) p”m"?‘”'y relied
on innovative products
Total "decreased"” 23 22 18 22

and services (39%),

but at the same time,

the hidhest proportion of enterprises reporting a decline in sales revenues came from this segment as
well (23%). On balance, the enterprises that hadsigmificant innovatiorrelated revenue posted the
healthiest sales revenue increase (52%) vs. decline (B8f€ycentage points difference of +36. Such

a difference was the smallest among enterprises not engaged in innovative aatiatl€40% vs.

22%, i.e. +18 pointshut these enterprises were at the same time by far the least likely to gain in
revenues
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2. Trends in innovative activities, investments and strategy

Innovations contribute to greater competitiveness, sustainability and job creation in the EU. The
European Commission is formulating, influencing and, where appropriate, implemealiccigs and
programmes with the aim to increase the innovativeness dbdsed enterprises. At this time of
economic downturn it is particularly necessary to keep track of strategic trends in innovation; this was
indeed the focus of the 2009 Innobaromstewvey.

2.1 Types of innovation

Innovation is a very broadly used term, generally referring to new ways of achieving something. The
emphasis lies on applicability: any significant improvement in business practice (eithepmodhbet

rangeor in suppar structures) classifies as innovation. However, the range of possible innovations is
extremely broad: from introducing new rules at a company department that facilitates a business
process to creating a working fusion power plant. This section goehinfmer details of innovative
activities and types of innovation that enterprises were engaged with or have introduced. The section
also looks at innovatierelated investment trends.

2.1.1 Innovative activities

Enterprises engage in a wide variety nhavative activities. Innobarometer asked the following
question to clarify which form of innovations the sampled enterprises are involved in:

Q3. Did your company introduce any of the following innovations since 20067?

a) New or significantly improvegroducts

b) New or significantly improved services

¢) New or significantly improved processes (e.g. production processes, distribution
methods, support activities)

d) New or significantly improved marketing strategies.

e) New or significantly improved oamisational structures (e.g. knowledge
management, workplace organisation or external relations)

The five main innovation categories surveyed (services, products, marketing, organisation and
processes) were indicated by roughly the same proportion obesés at the EU27 level: about half

(45% to 50%) of companies reported that they have been introducing innovations in these areas since
2006.

When Iooking at the Forms of innovation
proportion of enterprises

that introduced innovation New or significantly improved services 50
in at least one of these¢ New or significantly improved organisational |
areas. the ratio is of cours structures (e.g. knowledge management, 49

. workplace organisation or external relations) |
higher: at the EU27 level, New or significantly improved processes (e.g.

82% of firms Surveyed in production prgs;;z?tségii\s/ti{iigg)tion methods, 46
the innovatioAntensive 1

business esgments reported New or significantly improved products 45
at least one form of _— . .

. A K New or significantly improved marketing
innovation during the past strategies 45
threeyear period. .

Q6. Has your company introduced any of the following innovations since 2006?
Base: all EU27 enterprises
% of «
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Innovati ve actions introduced by companies

Have introduced at least one innovation ~ ® Have not introduced innovation
100 -
B EmA . . l l
(9 10} 1101381501301 c] 150 1s] 16 i 1 7] 1l 1s] ol Lo Eoo Zl P2 PN Py PY
80
56

60 -
40 |23 93 91 91 90 89 87 87 87 85 85 85 85 84 83 83 82 82 81 79 78 78 78 76 76 74 73 71 g

20 A 44

Q6. Has your company introduced any of the following innovations since 20067
Base: all enterprises
% of mentioning any of the five innovations tested, by country

Involvement in innovation, as measured by these five activity categories, was the highest among
enterprises active in innovatiéntensive sectors in Slovenia and Finland (93% in both countries
introduced at least one form of innovation of the five listed), and it was at least 90% in Switzerland,
Sweden (both 91%) and Germany (90%). Hungarian enterprises (supposedly active in the same
innovationrintensive business sectors) ranked by far the lowest with less than half (44%) having
introduced innovation in any of the five areas (product, service, marketing, organisation, other
processes) during the past three years.

2.1.1alnnovation in product and service offering

Focusing solely on innovatisrin marketed products and services, the survey found that exactly two
thirds of surveyed firms introduced a new or significantly improved service or product over the course
of the past three years (s?2006). Once again, Swedish and Slovenian (both 78%) enterprises came
out at the top, but such product, or service, innovation characterised aboujLthrees of enterprises
surveyed in Finland, Lithuania (both 76%), the Czech Republic (75%) ande8aiiiz (74%).

Product - or service innovation

Introduced some product or service-related innovation m Did not introduce such innovation
100 -

2222004024005 06

60 IIIII 274294294294 30 430 313232 032 0330330 35 M 35 M 36 M 36 ) 37035 M3zl 40 el
62

60 -

40 -
78 778 76 76 75 74 73 71 71 71 70 70 69 68 68 68 67 67 65 65 64 64 63 62 62 62 60 55 55

20 38

SE
SI
FI

LT
cz
CH
SK
IE
cy
RO
ES
UK
DE
AT
DK
I
NO
[ Eu27]
EE
MT
FR
PT
NL
EL
BE
LU
PL
BG
Lv
HU

Q6. Has your company introduced any of the following innovations since 2006?
Base: all enterprises
% of mentioning product or serviceinnovation , by country

Less than four in 10 enterprises in Hungary (38%) introduced a product, or service, innovation since
2006, and only slightly more than half of firms interviewed in Latvia and Bulgaria diabso55%).
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Product innovation characterises enterprises in thetbighand lowtech manufacturing segments on

an equal basis: in both segments, 58% of companies have introduced new or significantly improved
products since 2006, while 44% in the less knowlddtgrsive services sector and 33% in the
knowledgeintensive service category have done so (see Annex Table 13b). The pattern is the opposite
when it comes to innovative services: 59%

of companies in the knowledgetensive

) : Table 2. (P ) i ti technology intensity
service sector introduced a new o able 2. (Product) innovation by technology intensity

EU27, row %)

significantly improved service since 2006 Product or
(53% in the less knowledgatensive Anytype  service
service sector), while only 46% in high of related
tech manufacturing and 43% in leech innovation innovation
manufacturing  introduced  such  anHigh- & mediumhightech 90 76
innovation over the course of the pasi .- & mediumlow-tech 84 71
three years. Knowledgeintensive service 78 64
Overall, enterprises in the highand Less knowledgéntensiveservice 83 67

mediumhigh-tech industry sector

confirmed any type of (90%) or produocdr servicerelated (76%) innovation, while those in
knowledgeintensive service sectors were the least engaged in such activities (any typevafion:
78%, productor servicerelated: 64%).

Innovation was not seen to be restricted to the largest enterprises. Although those with 500 employees
or more were the most likely to engage in such activities, almosthivets of small enterprises (%4
introduced a new or significantly improved product or service, and almost 8 in 10 (79%) of them
performed at least one of the five categories of innovation.

Those enterprises whereetlsales
revenue has been increasir

between 2006 and 2008 wer Innovation activity in the various segments
clearly more |ike|y than others t¢ among enterprises in innovation -intensive business sectors, EU27 %

introduce innovation of some typt

(87%), but this was especially tru EU27 82
of product and servicennovations COMPANY SIZE
(73%). small (20-49 empl) 79

medium (50 -249 empl) 87
Such an association is eve medium-large (250-449 emp) 8

large (500+ empl 95

stronger when we looked at LASTYEER(TURN ovi)R’
spending on innovation: enterprise increased | 87
that reported an increase i Did not change 74
innovation investment betweel Decreased 80
2006 and 2008 were much mor EXPENDITURE ON INNOVATION |
likely to introduce a produetor Increased 92
service innovation (81%) compare Did not change 8802
to those with stagnant (62%) o Decreased |
decreasing (60%) inmtion INNOVATION CONTRIBUTION TO SALES |
. . . Primary source 100
investments. Such innovation he Signifcant 100
an increasing prevalence dependii Notsgnifcant | 100
on t h € en t er p r INTERNATIONAL ACTIVITY |

innovation in their sales: 92% o Manufacturing or sales abroad o 86
those companies where sale Primary activities only domestic :9
revenue primarily depends ol

. . . B Any innovation
Innovative pl’OdUCtS or service:

Product or service-related innovation

" The classification is based on the OECD classification of manufacturing and service industries according to
their globaltechnological intensity
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have introduced such innation since 2006, 87% of those where innovative products (or services) are
significant but not the primary source of income introduced product or service related innovation and
77% of those firms where innovative products are only asmgmificant sourceof income reported

such activity in that time period. (Of course, all enterprises where sales revenue is at least to some
extent reliant on innovation were engagedsiimeinnovative activity, although not necessarily
product or serviceelated.)

Finally, those enterprises where the primary activity has an international aspect (they either produce in
a foreign country or have significant exports) were more likely than those with a more domestic focus
to perform innovation of some type (86% and 79%, respdy) and especially to develop new or
significantly improved products or services (74% vs. 62%).

2.1.1blnnovation in processes

Since 2006, almost half, 46% of EU enterprises (with at least 20 employees and active in specific
innovationintensive busiass sectors) have introduced new or significantly improved processes (e.g.

in production, distribution, support). Such innovations are most characteristic of manufacturing firms:
57% in the high and mediurrhigh-tech sector and 55% in the lgech sector @nfirmed such
innovation as having taken place over the past three years. In contrast, only 43% in the service sector
(regardless of technology intensity) have introduced such innovations recently. (see Annex Table 13b)

Process innovation (as well as athigpes) was more prevalent at the relatively nesdiablished

companies (operating for 8 years or less: 53%, others: 45%). The linkage between company size and
processoriented innovation is evident: the proportion of enterprises implementing such tioneva

increases progressively from small enterprises4@Cmployees: 43%) to the largest enterprise
segment (employing 500 people or more: 67%). Business process innovation is less characteristic of
enterprises that rely primarily on innovatioziated ales the most (59%) compared to those where
such income is #fAonlyo a significant part of re
products or services is only secondary, however, were the least likely to introduce innovation in order

to enhancéheir business processes (41%).

We also saw a universal pattérmwhich is not independent of the size of enterprisehowing that
engagement in various innovative activities (including business process development) is more
prevalent among those who edpte on a crodsorder basis (53%) versus those whose primary
activities are predominantly domestic (41%).

Companies that have introduced new or significantly improved processes (e.g.

production processes, distribution methods, support activities)
100 4

80 172
62 60 60 59 59
60 - 57 56 54 53 57 57
S0 49 49 46 46 46 46 45 4, 2 11 40 40
39
40 | 38 36 36

20 4 12

0

Q6. Has your company introduced any of the following innovations since 2006?
Base: all enterprises
% of oYeso, |

Process innovation was reported most frequently by managers interviewed in Cyprus (72%), Spain
(62%), Norway and Finland (both 60%), Slovenia and Greece (both 59%). Only 12% of Hungarian
enterprises indicated that they introduced some kind of pré@edsinnovation since 2006. Such
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innovation was not nearly as rarbut still well below the EU averagen Bulgaria and the UK (both
36%), Malta (38%) and Estonia (39%).

2.1.1clnnovation in marketingstrategies

As indicated above, 45% of EU enterprigesploying at least 20 people and active in specific
innovatiorintensive business sectors) have introduced a new or significantly improved marketing
strategy since 2006.

In particular, the less knowledgatensive service companies indicated that tresently improved

their marketing stratgg 52% in this sector confirmed adopting new or significantly impravess In

the knowledgéntensive service sector, this proportion was only 38%, and less than half of firms in
the various manufacturing segmemntgproved their marketing strategy in an innovative way (high
tech sector: 45%, losech: 44%).

As Annex Table 13b illustrates, marketirgated innovation is more prevalent in the relatively
newly-established companies (operating for 8 years or le&s; 6fers: 44%). The largest enterprises
(employing 500 people or more) were also much more likely to invest in innovation to improve their
marketing strategies (61%) than enterprises of a smaller size483%depending on the category).
Such innovationsn marketing were mainly characteristic of firms that see innovation as a primary
source of income: 71% in this category indicated that they introduced new strategies to market their
products.

Also, those who operate on a crtesder basis were more &k to implement marketing innovations
(52%) compared to those companies whose primary activities are predominantly domestic (41%).

Companies that have introduced new or significantly improved marketing
strategies
100 +
80 -
60
57 56
60 - 55 55 55 52 55 50 49 49 18 47

45 45 44 44 44 43 43 42
0 1 38 38 36 35 34 33 32

20 17

0

o et N NS E NN
> W ow g X = n N O N v @ v - w O T - 2w
UUJQLLIU)LH”-ELIJ(D%OQ:t<QLLDD.30_m3mU_IzLIJE

EU2

Q6. Has your company introduced any of the following innovations since 2006?
Base: all enterprises
% of oOYeso, |

Such innovation was reported most frequently by managers interviewed in Cyprus (63%gnSwe
(60%), Germany (57%) and Greece (56%). Hungarian managers were by far the least likely to say
they had improved their marketing strategy in such a manner since 2006 (17%), and firms in Estonia
(32%), the Netherlands (33%) and Lithuania (34%) alscescaell below the EU average.

2.1.1dOrganisational innovation

Since 2006, 49% of surveyed enterprises have introduced new or significantly improved
organisational solutions (e.g. in knowledge management, workplace organisation, external relations).
Such innovations were most prevalent in the knowledgmnsive service sector (53%) and generally
somewhat lower in manufacturing (regardless of the level of technology, 47%). (see Annex Table
13b).
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Organisational innovation was also more prevalent gntba relatively newhestablished companies
(operating for 8 years or less: 57%, others: 49%). The relationship between company size and process

oriented innovation was seen to be linear: organisational innovation increased progressively with the

size ofthe surveyed enterprise (firms with-20 employees: 46%, those with 500 or more employees:

67%). Organisational innovations were equally characteristic of enterprises where innovation revenue
pri mary

i s

t he
lower figure (47%) among enterprises where innovation tends to be less important.

or

Afonl yo

s th §3%0), Lontasted by asnwankedly e

Firms that operate on a creasarder basis were more likely to indicate such innovations (56%)
compared to those who have a more doméstigs (45%).

Such innovation was reported most frequently by managers interviewed in Greece (75%), Cyprus

(71%), Sweden (65%), Slovenia (62%) and Spain (59%). As in almost all of the inneredditenl
measures, Hungarian enterprises were by far tis¢ likaly to indicate that such innovations had taken

place since 2006 (16%); firms in Estonia and Bulgaria (both 34%) also lagged significantly behind the

others and the EU average.

Companies that have introduced

100 ~

80

60 -

40

20

175 71

new or significantly improved organisational
structures (e.g. knowledge management, workplace organisation or external
relations )

62 sg
57 56
> 5t 58 5352 52 49 49 49 45 48 47 47 47 44 44 44 44 43 4
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Q6. Has your company introduced any of the following innovations since 20067

Base: all enterprises
% of oYeso, |
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2.1.2 Spending on innovation

A relatively large number oEU enterprises interviewed in the most innovatistensive sectors
indicated that they spend a significant portion of their annual turnover on innovatio quarter of
these enterprises (26%) spend more than 5% of

their turnover on supporting innovation. Howeve  Annya) spending on innovative activities

most enterprises spend less than 5% (59%) or

not spend arthing on innovation (6%). A Less than 5%7 59
remarkable 9% of managers could not, or did 1
want to, provide an estimateon this type of Between 5% and 25% 23

expenditure 1
Between 25% and 50% | 2
As Annex Table 9b shows, the proportion

enterprises that invested more than 5% of th More than 50% | 1

annual turnover in innovation was recorded in t Not applicable /- 6

segment that primarily relies on innovativ no innovative activities |

services and prodwgtin their sales: 41% of sucl DK/NA 9

enterprises allocated at least 5% of their sa :

revenue on supporting innovation (in this segme @ fesse kot i amounsen by your
9% spent at least 25% of their sales revenue this represent of your total 2008 turnover?

%, Base: all EU27 enterprises

further innovations). Those companies whe
innovation is a significant (howev not primary) source of sales revenue were also much more likely
than the EU on average to have spent at least 5% of their 2008 turnover on innovation (39%).

Enterprises in manufacturing were somewhat more likely to have a relatively significant fardget
innovation (absorbing at least 5% of annual revenue;-teigh: 31%, lowtech: 30%) than service
companies (knowledgatensive: 28%, other services: 24%).

Differences regarding the size of the company were minimal: the proportion of those investing more
than 5% of annual revenue on innovation ranged between 25% and 27% in the various company size
categories. Enterprises with a clear international focus mere likely to exceed the 5% threshold in
innovation investment (32%) than were companies with a domestic focus (23%). It is almost needless
to say that 43% of those companies reporting an increased spending on innovation allocated more than
5% of their trnover to support such activities, while only 1:2®%% of those with a decreasing or
stagnant innovation budget exceeded this threshold.

The enterprise managers most likely to spend at least 5% of their annual turnover on inngfation
interviewedin Portugal (43%), Romania (38%), Denmark (37%), Malta and Switzerland (both 36%).
On the other hand, less than one in five firms provided similar reports in Hungary (9%), Finland
(12%), Slovenia and the Netherlands (both 18%) and the UK (L$%§ Annex Tdk 9a.
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2.1.2aTrends in innovation investment

The Innobarometer survey asked about changes in innovation investments in the periad03006

and also invited managers to estimate the trend for 2009 (in comparison with 2008). The results were
quite striking: the current perceptions of the managers$niovationrintensive industry sectors
reflected a very significant change. While over a third of enterprises interviewed reported an increased
spending on innovation over the past three years (comparing 2008 to 2006, see Annex Tdl)les 10a
only 12% anttipated a boost in their innovation budgets for 2009 (Annex Table$)13an the
contrary, 28% of managers counted on their spending on innovation shrinking for 2009, although only
9% indicated that suchpattern existed between 2006 and 2008.

Nevertheless, the dominantTable 3. Change in innovation expenditure between 2006 and 2008,
pattern was one of stability: and forecast for 2009EU27, column %)

most enterprises have had a 20062008 2009 forecast
stable or stagnant innovationincrease(d) 35 12
budget (not counting inflation) Decrease(d) 9 28
between 2006 and 2008 Stay(ed) the same 47 51
(47%), and 51% expected toNot applicable/ nannovative activities 6 6
maintain their current DK/NA 4 3

spending in 2009 as well.

If we combine the replies to these two questions (the recent trend and projections for 2009) we find
that only 6% of EU enterprises, active in innovatiotensive business sectors, reporéedonsistent
increase in innovation expenditures. This was only slightly above the number of those who indicated a
consistent decline in innovation spending (4%). A large proportion, 28% have seen no change in their
innovation budget
between 2006 and 2008

and expect to maintain the

2008 level in 2009 as well.

A similarly sized group
anticipated that their
previous increase in
innovation expenditure

would not continue in

2009; 10% even projected

a complete turnaround

with  their  previously

Innovation spending trends ,
2006 -2009

consistentincrease
H consistent decrease
® consistently stagnant

recent increase, but going stagnant

recent increase, turning into decrease

m foreseen increase, but stagnant or decreasing 18 increasing . innoveirbn
recently budgets projected to be

shrinking in 2009.

Q3. Compared to 2006, has the total amount spent by your firm on all innovation
activities in 2008 increased, decreased, or stayed approximately the same (adjusted for

inflation)? H 0,
Q5.Compared to 2008, do you expect your company to increase, decrease or maintain ROUghly l In . 16 (6 /O)
the total amount of its innovation expenditures in 2009? enterpnses mterwewed

%, Base: all EU27 enterprises Showed distinct optimism:
despite the economic
conditions, they forecast that their previously stagnant or decreasing innovation budget would increase
in 2009. Fnally, 29% reported other trends or could not/did not answer these questions.

Table4. shows the prevalence of these categories by enterprise segments. Enterprises who have been
consistently increasing their innovation expenditures and expect furthesvienpents in 2009 were

found, in relatively high numbers, in the segment where most of their income depends on the sales of
innovative products (12% of such companies reported a consistent upward trend). Curiously,
however, such an optimistic responsetgrat was most often recorded among those enterprises who
found that innovations might be sadd part ofpublic procuremendpportunities(for more details on
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this subject please refer to section 2.3): 15% of companies in this segment reported a consistent
increase of their innovation budget. Consistently decreasing innovation expenditure was recorded

among enterprises where sales revenue had decreased be®@6esng@l 2008 to the greatest extent

(10%).

Table 4. Innovation spending trends(by enterprise segments, EU27, row %)

foreseen
recent recent increase,
increase, increase, but
cornr con corr but turning  recently
sistent sistent  sistenly going into stagnant/ other/
ACTIVITY increase decrease stagnant stagnant decrease decrease DK
High-& mediumhigh-tech 7 5 23 20 12 7 25
Low- & mediumlow-tech 7 5 24 17 14 5 29
Knowledgeintensive service 7 3 33 22 8 4 23
Less knowledgéntensive
service 5 4 27 17 9 7 32
COMPANY SIZE
small (2049 empl.) 6 4 26 17 9 5 33
medium (56249 empl.) 6 4 32 19 10 7 22
mediumlarge (256449 empl.) 8 4 27 20 11 5 25
large (500+ empl.) 9 3 27 21 13 4 22
LAST YEAR TURNOVER
Decreased 5 10 23 13 7 6 37
Increased 7 2 23 22 13 6 27
Did not change 5 3 44 14 6 4 23
INNOVATION SEGMENTS
€ primary sou 12 4 24 26 10 6 18
€ significant 7 4 28 24 11 4 23
€ n-significant source of in 5 4 27 16 10 7 30
POSSIBILITY TO SELL INNOVATION ONPROCUREMENT TENDERS
yes, there is such a possibility 15 3 20 21 12 6 22
No possibility 5 4 29 17 10 6 30
INTERNATIONAL ACTIVITY
Manufacturing or sales abroa 8 4 25 19 11 5 28
Primary activities only
domestic 5 4 30 17 9 6 30
EIS COUNTRY TYPOLOGY
Innovation leaders 6 2 35 21 10 6 19
Innovation followers 4 4 29 18 8 5 32
Moderate innovators 6 6 26 16 9 5 33
Catchingup countries 8 4 15 15 13 6 39
A finegative turnaroundo (i . e. i nnovatiiocreases pendi 1

between 2006 and 2008) was seen most often in th¢eldw(and mediuAow-tech) manufacturing
enterpriseup®egment
(13%) by the 2008 European Innovation Scoreboar8)(Rublication. It is noteworthy that 13% of
companies that

sector

(14%),

n

t he

| ar

ncreased

gest

t hei

r

s al

es

revenue

8 Such EU Member States are: Bulgaria, Hungary, Latvia, Lithuania, Malta, Poland, Romania and Slovakia
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turnaround?o Thi s

figure was roughly

revenue or saw aedrease (6% and 7%, respectively) in the tyesg period.

doubl

Innovation  spending trends , 2006 -2009
consistentincrease
| consistent decrease
H consistently stagnant
recent increase, but going stagnant
recent increase, turning into decrease
m foreseen increase, but stagnant or decreasing recently
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Considering individual Member States, the highest proportion of enterprises that indicated that they
had recently increased innovation spending and projectéthibavould continue to do so was found
in Sweden (13%), Malta (12%), Finland, Portugal, Romania and Cyprus (all 11%). On the other hand,

EU27

Q31 Q5, combined
Base: all enterprises
% by country

e

t

15% of enterprises in Latvia faced a decline in their innovation budget and expected a further decrease

in 20091 no other Member State even came close to this figure. Countries with most companies
reporting a negative turnaround in innovation investment growth rate were Lithuania (27%), Slovakia

(21%), Romania, Sweden and the Czech Republic (all 17%). Roughly 1 inl%) énterprises in

Austria and Switzerland reported an opposite tendency, after a recent decline or stagnation they

foresaw an increase in innovation spending for 2009.

2.1.2bDirect effects of the economic downturn

The above results already shed ligitt the rather pessimistic mood among business managers

regarding resources available for innovation. The Innobarometer survey asked about the direct effects
of the economic downturn that affected the global economy fror2608 onwards:

In the last six months, has you
company taken one of the followin
actions as a direct result of the
economic downturn:

1 - Increased the total
innovation expenditures?
2 - Decreased the totabmount of
innovation expenditures?
3 - Maintained the total amount ol
innovation expenditures?

amount o

(Not applicabl e
refused answers were also recorded
spontaneously provided)

As a direct result of the economic downturn ,
enterprises have ...

Increased total amount of innovation
expenditures

Decreased total amount of innovation

expenditures 22

Maintained total amount of innovation
expenditures at the same level

Not applicable/no innovation 8

DK/NA 2

Q4. In the last six months has your company taken one of the
following actions as a direct result of the economic downturn?

59

%, Base: all EU27 enterprises
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As the chart shows, most enterprises did not report any chargeoiation expenditure during the

past six months (59%). However, of those who did change, roughly twice as many companies
indicated that they have cut back on innovatielated spending (22%) compared to 9% that have
increased their innovation budget.

Such a ‘héokwagad attitude was p-gechtmanufactuang firms c har a
(13%) but this segment was alstowever marginally the most likely to have cut their innovation

budgets (24%). As Table(and in a more detailed way Aex Table 11b) shows, a uniform strategy

to cope with the economic downturn is generally being adopted: enterprises are roughly between two

and three times as likely to save _

on innovation rather than to beTabIe 5. Response to the global economic downturn

P o (EU27, row %)
using it as a means of surviving. The total amount of

: i ti it
The gap betweenush defensive innovation expenditures

and offensive innovation ACTIVITY increased decreased
strategies is the lowest in High- & mediumhigh-tech 13 24
countries that the EIS classifies ad.ow- & mediumtlow-tech 9 23
Ainnovati®@n i e aebedgsntensive service 9 17
grouping, 10% indicated that they | ossknowledgeintensive service 8 23

have put more emphasis on

: ) COMPANY SIZE
innovation and 16% reported that

their innovation budget haseen SmMall (2049 empl) 9 22
cut back to cope with the Medium (56249 empl) 10 23
economic downturn. Medium-large (256499 empl) 7 21

Large (500+ empl) 9 27

It is remarkable that enterpriSeScHyaNGE IN SALES (20062008)
whose primary source of income

. . Decreased 10 32
comes from innovations were
also much more likely to have '”.Creased 10 20
decreased their spending onDid notchange 6 18
innovation (24%) than to have | NNOVATI ON¢g
boosted it (11%) In faCt, thoseé i s a pr i mar y s o 11 24
enfterprlse_s that are a little .Iessé is a significan 13 20
relianton income from innovative , . N :

i s -significantsource of income 8 25

) é
products and services but where
innovation does contribute_NTERNATIONAL ACTIVITY

significantly to sales revenue Manufactures or sells abroad 11 23

were being less defensive: 20%0nly domestic activities 8 22

took the costutting path, while E|S COUNTRYTYPOLOGY

13% chose -laoofkfi @RWRA dhders 10 16

strategy. Innovation followers 8 21
Moderate innovators 9 26
Catchingup countries 8 29

® Such Member States are: Denmark, Finland, Germany, Sweden, Switzerland and the UK
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Considering individual couries, the strategies taken were less homogenous. For example, cost
cutting has been very widespread in Greece (44%), Lithuania and Latvia (bothi42%hese
countries the number of enterprises that have taken a defensive path are more or lesslegjual in t
numbers to those who have either increased innovation or have not reacted with a change in their
innovation budget (at the EU27 level, the ratio is about 1:3, see below).

As a direct result of the economic downturn , enterprises  have ...

Increased total amount of innovation expenditures

m Decreased total amount of innovation expenditures

= Maintained total amount of innovation expenditures at the same level
Not applicable/no innovation
DK/NA

100 4

: 6
18 | 2 11 11 10 2 B
80 - 27 27
48 52 33 38 43
| 65051 58
60 K& P 69067 59 Y /e 62 18ll53057 67
43
40 1 48 40
28 42
22 27027 42
20 M B 12§14 24 21l §e8lzsf27)z8 e
17 1922
n

()]

S

17 16 16 15 15 14 13 13 13
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BE =¥
o
(o]
|

RO [©
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.
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56 o 8 0 o
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EL »
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Q4. In the last six months has your company taken one of the following actions as a direct result
of the economic downturn?
Base: all enterprises
% by country

At the same time, in several countries as maoryeven more enterprises considered the crisis to be

an opportunity for further innovations than those who have reacted defensively in -thensix

period. Such a forwarbboking attitude was seen most spectacularly in Switzerland where roughly one

in six (17%) companies increased their innovation budgets versus 9% who decreased them (with most
companies obviously maintaining the previous level). In the EU, we can see an equal number of
offensive and defensive reactions in Malta, Finland, Sweden, GgramahAustria. In the rest of the
Member States, those who chose to cut back on innovation outnumber those who chose an opposite
(forwardooking) strategy.

2.1.2cSpending on specific innovative activities, 200608

The Innobarometer survey asked mgers whether or not their enterprise has invested in any of the
following innovative activities, and if they had, whether or not the amount of investment in each of the
following categories had increased between 2006 and2008

TECHNOLOGICAL INVESTMENT

a) Research & development within your company

b) Research and development performed for your company by other enterprises or by research
organisations

NON-TECHNOLOGICAL INNOVATION/SUPPORT

c)
d)
e)

f)
a)

Acquisition of new or significantly improved machinery, equipmentafid/are
Purchase or licensing of patents, inventions, kinmw, and other types of knowledge
Training to support innovative activities

Design (graphic, packaging, process, product, service or industrial design)

Application for a patent or registrationf@ design

% For specific wording please refer to QidaQ1a in the annexed questionnaire
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An EU27 level overview of the various investments on innovation revealsattisition of
machinery, equipment or softwamas the most widespread form of innovative investment (76%
reported making such expenditures during 20068). This tpe of spending was also the most
common among those firms that had increased spending on innovation in the same timeframe (65%).
This translates to 49% of all enterprises interviewed, see chart below).

Innovation investment and its evolution , 2006 -2008

INVESTMENT INCREASED " o ha it
ose who had expenditures
20062008 20062008 . P
. u All enterprises
Acquisition of new or sign. 76 65
improved machinery, equip. and é _ 49
Training to support innovative 50 63
activities B ::
- 55
R&D within your company 36 - 20
Design (graphic, packaging, process, 30 57
etc.) | Y
R&D for your company by other 49
enterprises or by researché 23 M
46
Purchase or licensing of patents, etc. 15 B
Application for a patent or ] 10 51
registration of a design Bs

Q1. Has your company had expenditures on any of the following activities to support innovation since 2006?
Q2 (IF INVESTED) Compared to 2006, did your firm increase its innovation expenditures in 2008 in any of the
following activites ?
Base: all EU27enterprises, % of 0Ye

Another nontechnological innovation support activity training with the goal of supporting

innovationi was the seconthost widespread investment that enterprises reported: 50% had such
expenditure and 63% of these enterprises increased the amountispermomparing 2008 to 2006.

In-house R&Dwas conducted in support of innovation by 36% of enterprises, and slightly over half
(55%) of them also confirmed that the 2008house R&D investment surpassed the 2006 level.
Three in 10 (30%) of companies Welesigns(for graphic, packaging, process, etc.) were invested in

by 30% of the firms surveyed, and such expenditures showed a predominantly increasing trend with
57% reporting larger amounts spent on this purpose in 2008 compared to 2006. Just uader a g
(23%) of enterprises spent moneyautsourced R&DOn the 20062008 timeframe, and a half (49%)
indicated that such contracts grew between 2006 and 2008. Roughly one in seven firms (15%)
purchased or licensed knowled@#% of them spent more in 20@han in 2006) and just 10% of

firms budgeted fopatent or design registratio(61% increased such spending between 2006 and
2008.) Annex Tables 8a provide descriptive results by country and company segments for each of
the aspects mentioned individlyal The analysis shown below gives an overview focusing on two
broad classes of innovation investments: technological andeicbnological.

Table 6. shows a complex picture about the prevalence of technological 4R&B4) and non
technologicdf innovaion investments in the various enterprise segments within the EU. On average,
43% of the enterprises surveyed invested in technological innovation, and 84% spent-on non
technological innovation in the 20®08 period. Slightly over half (55%) of surveyedterprises

saw an increased technological budget and just ovethings (68%) had an augmentation in non
technological innovation activities.

1 R&D within a company or outsourced to other enterprises or research organisations: items a and b in Q1.
12 Acquisition of new or significantly improved machinery, equipment and software; Purchase or licensing of
patents, inventions, knetwow, and other types of knowledge; Training to support innovative activities; Design
(graphic, packaging, process, prodsetvice or industrial design). These are items ¢, d, e, fand hin Q1. Note
that patent applications are not classified in any of the two types of innovation investment.
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Non-technological
innovation is  fairly Table 6. Innovation investment and its evolution, 2002008
widespread across the (EU27, row %)

spectrum with just over 8 Non
in 10 enterprises Technological technological
reporting that they have investment innovation
spent on any of the four Have Increased Have Increased
types listed (i.e. spent between spent between
acquisition, licensing, since 2006 since 2006
training or  design) 2006 2008 2006 2008
Almost all large EU27 43 55 84 68
enterprises (94% dhose ACTIVITY
with at least 500 High- & mediumhightech 55 62 89 68
employees) have spent|ow- & mediuntlow-tech 50 59 86 73
money on Nnon  Knowledgeintensive service 47 52 85 67
technological innovation, |ess knowledgéntensive service 37 52 81 68
but an overwhelming ~ompPANY SIZE
majority (82%) did S0 In ~g (5049 empl.) 37 57 82 68
the  small  enterprise ,.4im (56249 empl.) 50 51 88 67
segment as well mediumlarge (256449 empl.) 61 54 92 70

. large (500+ empl.) 74 60 94 73
There is a more
significant variance LAST YEAR TURNOVER
regarding investment In_creased a7 61 88 75
trends Somewhat Did not change 36 48 80 62
remarkably, enterprises Decreased 41 46 81 60
with a different level of _[EXPENDITURE ON INNOVATION
importance of innovative Increased 55 79 94 90
products/ services in their Did not change 37 37 82 58
sales revenue did not Decreased 45 26 88 45
differ in the extent to | NNOVATI ON I S A ¢é
which they made nen é pri mary source 67 63 90 82
technological é significant source of income 50 63 93 75
investments, but the é n-significant source of income 42 48 91 63
dynamics were different: pPRODUCT OR SERVICE INNOVATION
the more a commpy |ntroduced such innovation 54 58 93 74
relied on sales income pjg not introduce such innovation 21 38 68 52

from innovative products p ;g |c poLiCY ASSISTANCE

or services, the mMOre A njicy changecontributed to

likely it was to have jnnovation 50 59 90 73
boosted its bydget for - None of those listed contributed 33 47 77 61
nonrtechnological POSSIBILITY TO SELL INNOVATION ON PROCUREMENT TENDERS

innovation between 2006

here i h ibili 7 1
and 2008 (63% of those yes, there is such a possibility 65 6 9 80

X .~ No, no possibility exists 40 52 83 67
where sales of innovative INTERNATIONAL ACTIVITY
products is only :
secondary vs. 82% of Manufacturing or sales abroad 58 60 86 68

those whosee this as a Primary activities are domestic 34 49 83 68

primary source Of EIS COUNTRY TYPOLOGY

income). Innovation leaders 41 a7 84 66
Innovation followers 40 49 83 62

Generally, the typical Moderate innovators 51 64 89 73

pattern is that in those Catchingup countries 37 61 81 72

segments where more enterprises actually reportedeobmnological investments (or technological
investments, for that mattethere was also a higher rate of increased spending on innovation.
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It is interesting to see that enterprises that did not find any of the surveyed public policy init@atives

be supporting or boosting their innovation activitjies details see sectid®il) were much less likely

than EU companies on average to have invested isteatimological innovation (77% vs. 84% in the

EU on average) compared to those who felt they had benefited from at least one of the listed supply
side or demandide public pokly changes in the 20a808 timeframe (90%).

There seems to be a clear linkage between product or service innovation and investing in non
technological innovation support: enterprises that have introduced an innovative service or product in
the past thre years were significantly more likely to have invested intechnological innovation as

well (93%) than enterprises that did not introduce such product or service innovation (68%).

In contrast to nottechnological improvementggchnological innovation(i.e. inrhouse or outsourced

R&D) shows a much more marked variance across the surveyed business segments. Essentially, in all
of the breakdowns illustrated in Tabfe, the engagement in such activities shows a remarkable
disparity across the differentaups.

Starting withbusiness sectorsnanufacturers (highand lowtech) were more likely than (knowledge
intensive) service providers to invest in technological innovation: enterprises iteblglindustries
were most likely to report such expenditui#b%) as well as having the highest proportion of
increased R&D budgets (62%l)he firms that were thkeast likely to have invested in technological
innovation werethose in the less knowledgmtensive service segment (37%, while 52% had
increased speimp).

The relationship with company size is even more striking: exactly twice as many of the largest
enterprises (74%) than those in the smallest segment (37%) have invested in R&D since 2006. It
should be noted, however, that the differences in theopiiop of those enterprises who saw an
increase in the amount spent on R&D was not nearly as spectacular and did not show a specific linear
pattern (60% of the largest companies, vs. 51% of medinefirms and 57% of the smallest).

The financial succes of enterprises also had an effect, more specifically on the evolution of
technological innovation spending: enterprises that reported a decreased revenue between 2006 and
2008 were the least likely to indicate increased expenditure on R&D in that timeefiahile
companies in this segment were more likely to spend on technological innovation than those
enterprises with a stable revenue). Financially successful companies were also the most likely to have
invested in R&D (47%) and say they had increaseglitiviestment between 2006 and 2008 (61%).

While there was essentially no difference between companies with different levels of reliance on
innovation in their sales revenues when asked aboutaabmological investments, the pattern was

clear when it cam to technological innovations: those who primarily rely on the sales of innovative
products or services were much more likely to invest in R&D (67%) than those who only gain
Asignificanto (50%) or Ainsigni fi othenhaad, tifedirdt%) r e v
two categories reported an identical increase in spending on R&D (63%), compared to 48% of those
enterprises that have a nsignificant income from innovative products or services. This correlates

with the finding that those enterpeis that introduced at least one innovative product or service in the

period between 2006 and 2008 were much more likely to have invested in technological innovation in

the same period (54%) than those who did not introduce such innovative products (21%).

Public policies seem to effectively influence enterprise behaviour: those who believe that innovative
solutions can be sold via public tenders (65% vs. 40% who think the opposite) and those who felt that
public policy initiatives supported their innovati activity (50% vs. 33% of those who did not) were
clearly more likely to invest in technological innovation, and these enterprises were also more likely to
report an increased investment in 2008 compared to 2006.
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Enterprises with an international foowsre also much more likely (58%) than those that primarily
operated in their home country (34%) to invest in R&D.

It is remarkable that enterprises active in the innovdtiemsive segment in Member States regarded

as fAmoder ate wenrneo vtayt mirsal | 'y t he metehnologicakaad y t o
technol ogi cal i nnovations (51% invested in the
countries) and were the most liable of all groups to increase their budgets suppesgag@dtivities

(64% increased technological expenditure vs. 47%Y9

The countryby-country results, see Table 7. Innovation investment and its evolution, 2006
Table 7., show that enterprises 2008, by country(row %)
interviewed in Finland were the most

likely to invest in technological Technological Nonrtechnological
innovation (77%), but abovaverage investment Innovation
proportions were reported by increased increased
enterprises in the innovatientensive spent  between spent  between
sectors of some fAimodersintee 20PGnovat or Gnce 2006
countries: Cyprus (62%), Greece 2006 2008 2006 2008
(62%) and Slovenia (61%). Investing FI o 53 CH 9 64
in such innovations was also Cy 62 53 ES 94 78
significantly ~ aboveaverage  in EL 62 61 SE 92 70
Sweden (59%), the Netherlands, Sl 61 57 MT 92 73
Denmark and Spain (all 54%). SE 59 57 LV 92 67
NL 54 48 EL 91 77
Considering non-technological DK 54 68 LU 90 58
innovation investment, the highest ES 54 63 Fl 90 71
proportions were seein Switzerland BE 52 62 cy 90 87
(95%), Spain (94%), Sweden, Malta, UK 51 46 PT 89 75
Latvia (92% each) and Greece (91%). IT 51 65 LT 89 76
NO 49 58 RO 88 83
Both rankings placed Hungary at the CH 49 54 AT 88 66
bottom, but Bulgaria also made the MT 48 56 Sl 88 72
bottom three in both aspects. It is, IE 46 53 IT 86 69
however, remarkable that these EE 45 53 DE 86 66
countries were the only onashere PT 45 65 EE 85 67
the (well) belowaverage recent EU27 43 55 FR 85 61
investment was linked to an abeve PL 42 62 EU27 84 68
average (e.g. at least five points RO 42 59 SK 84 67
above the EU27 average) proportion LU 41 58 IE 81 70
of enterprises that reported an AT 40 46 DK 81 69
increase in spending during the 2006 cz 39 63 UK 80 64
2008 period, for both types of LV 34 42 PL 79 66
innovation ivestment (For SK 33 71 Ccz 79 65
technological investments, Slovakia LT 33 50 NO 78 78
and for nortechnological FR 32 45 NL 77 59
investments Norway showed a similar BG 30 64 BG 77 78
pattern). DE 29 40 BE 75 62
HU 25 61 HU 66 75

Optimistic readers might perceive this

as a sign or a promise of future improvement, but in fact both HuragatyBulgaria (as well as
Slovakia and Norway) were among those where enterprises responded in a predominantly defensive
way to the current global economic criiby cutting their innovation budgets.

'3 Moderate innovators: Cyprus, Estonia, Slovenia, Czech Republic, Greece, ItalgaPartd Spain
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2.2 Strategic trends

This section looks at variouactivities that are strategically important for the current and future
support that European businesses will give to innovation. First, we focus on activities performed
within a company, then we look at certain indicators of innovatioren internationadctivities.

2.2.1Strategic initiatives to support innovation

2.2.1aStrategic recruitment to support innovation

Having staff with the correct balance of skills is one the keys to successfwation. The
Innobarometer survey asked managers whatharot their human resource policies had a specific
emphasid when training current or when screening prospective empldyeesspecific skills that

are often considered to be essential within an innovative organisation. The competences that the
Innobaraneter survey tested were:

Q13. Since 2006, has your company targeted any of the following competences in its training or
recruitment activitieso support innovatior?

a) Team working capacity

b) Negotiation skills

¢) Ability of successful communication with people of other cultures.
d) General communication skills

e) Creativity (e.g. probleraolving, originality of thought)

Of the above competencies, general communication skills and a capacity for team working were the
ones that most enterprises looked f

(one might assumehat these skills Companiest argeting competences in training or

. recruitment activities in support of innovation
were sought for all projects and nc )
. . . N E0
just ones linked to_ mnovatlon)' 589 General communication skills 58
and 56%, respectively, of manage |
mentioned that these skills ar Team working capacity 56
pr omo ted I n thei Creativity (e.g. problem-solving |
and recruitment activities. Creativity originality of thought) 48

and negotiation skillswere in the
focus of less than half of enterprise
surveyed (48% and 46%  Ability of successful communication a2
respectively) and just under a thir ~ Withpeopleofothercultures |
(32%) were SpeCificaIIy IOOking for Q13. Since 2006, has your company targeted any of the following competences

the ablllty to Communicate Wlth in |tstra|nmgorrecrwtmentacnwnestosuppoglar;r;?\;ﬁtlézﬂ’;emerprises

people of other cultures. % of o

Negotiation skills 46

As shown in Table3., every competence (each dmeing a fundamental part of successful large and
complex organisations and not just in support of innovation), was more likely to be indicated as a
focus of recruitment or training activities in the larger enterprise segments and by enterprises that had
aninternational aspect in their core activities. Generally, these competencies were also more cultivated
by enterprises active in service sectors (where client interaction requires such skills) than in the
manufacturing sector, regardless of tbehnologyintensity.

Enterprises that are, to any extent, reliant on their innovative products or services (that is, they are a

primary or significant source of income) were also more likely to state that they prefer each of these
competences (to support innovation). Similatlyose enterprises that increased innovation spending
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between 2006 and 2008 were also more likely to state that they sought these competences in order to

facilitate innovation.

The figures do not directly suggest, however, that these skills were imetired to support
innovation (e.g. creativity, crossultural abilities or negotiation skills were most preferred by
enterprises in the less knowledigéensive service sector, and less preferred in the more technology
intensive industry segments). B also remarkable that there is no systematic difference between

enterprises that are primarily reliant on selling innovations and those where such products or services

bring 6onlydé a

significant

porti on edKely todeeki r

reyv

most of these skills than those whose existence did almost solely depend on the success of their

innovations.

Table 8. Targeted competences (to support innovation(EU27, row %)

Team Cross General
working  Negotiation cultural comms.
capacity skills abilities skills Creativity

EU27 56 46 32 58 48
ACTIVITY

High- & medium high-tech 56 43 24 49 38
Low- & mediumlow-tech 50 41 30 53 45
Knowledgeintensive service 61 47 32 62 48
Less knowledgéntensive service 59 50 36 63 53
COMPANY SIZE

Small (2049 empl) 53 43 30 54 46
Medium (50249 empl) 59 49 35 64 50
Mediumlarge (256499 empl) 66 56 35 68 55
Large (500+ empl) 76 65 49 77 67
CHANGE IN SALES (20062008)

Increased 58 a7 33 59 50
Did not change 54 45 29 57 43
Decreased 55 44 33 56 50
I NNOVATI ON I S A &

éprimary source o0 64 55 43 67 60
ésignificant sour 69 56 43 69 64
€ n o-significant source of income 54 45 29 56 43
CHANGE IN INNOVATION SPENDING (20062008)

Increased 65 52 38 65 54
Did not change 55 46 31 58 48
Decreased 49 40 29 53 44
INTERNATIONAL ACTIVITY

Manufactures or sells abroad 59 51 39 62 51
Only domestic activities 55 43 28 55 46
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Staring withteam working skillswe take a look at the preference of these capacities on a cbyntry
country basis. Team working is primarily targeted by enterprises interviewed in Germany (79%),
Switzerland (78%), Austria (75%) and Spain (74%). Regarding thenfirsed, German enterpes

were the most likely- of all the surveyed countriedo prefer that current and prospective employees
had each of the competences, with the exception of-ctdsgal skills, see below for more details. At

the other end of the ranking, we see 8arewith about one in five managers (21%) mentioning team
working skills as being a preferred competence (to support innovation), and only about a quarter of
enterprises in Hungary (25%), Latvia and Estonia (both 27%) saying the same.

Companiest argeting team working capacity in support of innovation
100 4
80 ,79 78 75 74 72 o8
67 66 64 63 62 59 57 57
60 - 56 54 54 55
48 g

43 42 41 41 41

40 -

27 27 25
20
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Q13. Since 2006, has your company targeted any of the following competences in its training or recruitment
activities to support innovation?
Base: all enterprises
% of oYeso, |

Negotiation skills specifically, were mostly targeted in Germany (68%), but almost three in five
enterprises in Spain (59%), Lithuania, Cyprus and Austria (all 58%) indicated that such skills had been
targeted as the focus of training or recruitment since 2006. It was Sg&den (20%) and Hungary
(26%) where the lowest number of managers said their companies targeted such skills to support
innovation. The results were almost as low in France (27%), Norway (28%) and the Netherlands
(29%).

Companiest argeting negotiation skills in support of innovation
100 4

80 68

60 -

59 58 58 58 57 5g
54 53
49
48 46 46 45 44 4, 40 40 40 39
40 - 36 36 35 33 32, g o7
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Q13. Since 2006, has your company targeted any of the following competences in its training or recruitment
activities to support innovation?
Base: all enterprises
% of oOYeso, |

Crosscultural skillswere especially valued in the multicultural country of Switzerland where half of
the enterprises targeted this skill in human resource development, and more than two in five
companies had a similar preference in Cyprus (46%), Por(dadeo), Slovenia and Germany (both
42%).
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Companiest argeting the ability to successfully communicate with people of
other cultures in support of innovation
100 4

80 -

60 150

46 44 43 a2
40 40 40 40
40 - 38 3535 35 34 32 32 32 31 31 28 28 28 27 27
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Q13. Since 2006, has your company targeted any of the following competences in its training or recruitment
activities to support innovation?
Base: all enterprises
% of oYeso, |

General communication skillgere most preferred or cultivated in Germany (80%), Austria (78%) and
Switzerland (75%). Hungarian (29%), French (37%) and Finnish (38%) enterprises were the least
likely to focus on such interpersonal skills in support of innovation.

Companiest argeting general communication skills in support of innovation
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Q13. Since 2006, has your company targeted any of the following competences in its training or recruitment
activities to support innovation?
Base: all enterprises
% of oYeso, |

Creativity was also a focus for German enterprises more than any others (71%). About three in five
firms or more stated that this talent had been the subject of recruitment or training activities to support
innovation in Cyprus (63%), Lithuan{&2%), Spain (61%), Belgium (60%), Slovenia and Switzerland
(both 59%).

Companiest argeting ¢ reativity (e.g. problem  -solving, originality of thought) in

support of innovation
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Q13. Since 2006, has your company targeted any of the following competences in its training or recruitment
activities to support innovation?
Base: all enterprises
% of oO0Yeso, |
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Latvia appeared at the bottom of the distribution with 13% of the interviewed companies indicating
that they targeted creativity when training or udiing staff in order to support innovation. Finnish
(27%) and Hungarian (23%) enterprises were also unlikely to target creativity when training or hiring
people in relation to innovative activities.

2.2.1bintegration of internal knowledge to supporhnovation

The Innobarometer survey asked company mandgagmin, from enterprises active in innovation
intensive business sectors and having at least 20 employtbesfollowing question to clarify the
prevalence of various strategies to integratevtreus departmental activities, systems and iieas
internal types of knowledgeso that they are brought together to support corpéeatd innovation
goals:

Q9. Since 2006, has your company started or increased any of the following initiativiegtate
different company activities (R&D, design, marketing/sales, productionesupport of
innovation?

a) Knowledge management systems

b) Internal mechanisms for employees to submit innovative ideas

¢) Staff rotations or secondments betweerfit functions

d) Creation of crosfgunctional or crossdepartmental teams on innovation
projects

From this list of options, EU enterprises were most likely to say that they had introduced mechanisms
to support the collection of innovative ideas from employees (46%), while 4 in 10 firms (40%) have
used staff rotdgons and secondments to bring new perspectives to the various work processes. Slightly
over a third of interviewed companies (35%) used knowledge management systems to effectively
collect, store and distribute

knowledge within their Actions taken by companies to i ntegrat e different

organisation and the ame cyivities in support of innovation
proportion indicated that they

have sometimes created cros Internal mechanisms for employees to 46
departmental or cross submit innovative ideas
fqnctlonal teams to fgcmtate FhE Staff rotations or secondments between 40
direct exchange of informatior different functions
and ideas across the variot , ,

. Creation of cross-functional or cross- 35
segments of the company departmental teams on innovation projects
these less frequent initiative: T
are probably more size Knowledge management systems 35
dependent than the mon .
Widespread forms. Q0. Since 2006, has your company started or increased any of the following

initiatives to integrate different company activities (R&D, design,
marketing/sales, production etc.) in support of innovation?

Indeed, as Annex Table 20l Base: all EU27 enterprises
shows, the gap between the

largest and the smallest enterprises is widest in the extent to which they utilise knowledge
management systems (small firms: 32%, large companies: &&84h the extent to which enterprises
create crosfunctional or crosslepartmental teams in innovation projects (small: 28%, large: 69%).
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Knowledge management systeiiiMS - the survey did not provide any definition of such systems)
were most often eéployed among enterprises active in innovatigansive sectors in Malta (66%),
Cyprus (56%) and Finland (55%), while only 14% of firms in Latvia and 15% in Hungary said they
used such systems to integrate different company activities to support innovatio

Knowledge management systems
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Q9. Since 2006, has your company started or increased any of the following initiatives to integrate different
company activities (R&D, design, marketing/sales, production etc.) in support of innovation?
Base: all enterprises
% of oYeso, |

Knowledge management systems were most often in place with the largest enterprises (as indicated
above) and those that are active in knowleid¢gensive service sectors (38%). Curiously, Higbh
manufacturers were theast likely to say they had such a platform to integrate and disseminate their
organisational knowledge (30%) across the organisation. KMSs were utilised iaboed average
proportions by those firms that primarily rely on innovatietated sales inene (51%); the utilisation

level decreased progressively as reliance on innovation decre&ssdnfiex Table 20b.)

Internal mechanisms to support employees to submit their innovativeiideast he most 6dem
tool for integrdtnitrog ae mplnpyaanegHE& iarcgutvd ti es i n ol
reflected by the highest prevalence and relatively modest variation across enterprise segments, as
shown in Annex Table 20Wariations are more pronounced when looking atréselts ora country

by-country basis: such mechanisms were most likely tinlaceat enterprises based in Slovenia

(71%), Norway (63%), Slovakia (58%), Luxembourg (56%) and Switzerland (5B&&sthan two in

five enterprises operated such a system in the Nettis and the Czech Republic (both 39%), Italy

(38%) and the UK (35%), arittel east attention was paid to captu
(27%) and Latvia (29%).

Internal mechanims for employees to submit innovative ideas
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Q9. Since 2006, has your company started or increased any of the following initiatives to integrate different
company activities (R&D, design, marketing/sales, production etc.) in support of innovation?
Base: all enterprises
% of oOYeso, |

Such mechanisms were most often in place with thedamnterprises (63% among those with 500 or
more employees indicated that they operated a scheme in the defined timeframe that assists them in
harvesting employee ideas in innovation, while only 42% did so in the small company segment).

page38



Flash EB N° 2677 2009 Innobarometer Analytical report

Enterprises in th service sector (especially in knowledgtensive services: 51%) were more likely

than manufacturers (41%2%) to operate such a scheme. Such mechanisms were significantly more
frequent among enterprises that gain at least a significant part of tlesireatnue from innovative

products or services (primary income source: 58%, significant income source: 60%) compared to those
where such income is fAnot significanto (42%) as
innovation budget between @® and 2008 (54% compared to 44% of those who maintained
expenditure levels and 40% of those who decreased such expenditure in the stated period). Finally,
those businesses where core activities were both national and international were also markedly more
likely to operate such a scheme (51%) versus those who had a more domestic focus (42%).

Staff rotations and secondmeimsorder to integrate knowledge and expertise to support innovation
were the most widespread in Slovenia (59%), and the least prevalent in Germany (28%), the Czech
Republic (29%), the Netherlands and Hungary (both 30%).

Staff rotations or secondments between different functions
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Q9. Since 2006, has your company started or increased any of the following initiatives to integrate different
company activities (R&D, design, marketing/sales, production etc.) in support of innovation?
Base: all enterprises
% of oYeso, |

The largest enterprise segments (large: 55%, methuge: 50%) and enterprises that primarily rely

on sales revenue from innovative services or products were the most likely (51%) of all segments in
the various breakdowns to engage in such conduct (seexAFatgle 20b). Knowledgetensive
service firms were the least likely to rotate staff across different departments and functions (35%),
while those in the lowech industry segment were the most prone (44%) to such innovation
facilitating allocation of reources. Those who had increased their innovation spending between 2006
and 2008 were also more likely (48%) than others (38%) to implement such solutions.

Creation of cross -functional or cross  -departmental teams on innovation projects
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Q9. Since 2006, has your company started or increased any of the following initiatives to integrate different
company activities (R&D, design, marketing/sales, production etc.) in support of innovation?
Base: all enterprises
% of O0OYeso, |

Crossdepartmental or crodsinctional teams were assembledsigpport innovation most often in
Switzerland (60%), Norway (58%) and Ireland (52%). The usual suspects, Hungary (10%) and Latvia
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(16%) were the Member States where surveyed managers were the least likely to say their firms used
such strategies to suppamhovation projects.

As for enterprise typology, the likelihood of adopting such a strategy showed a clear association with

the technologyntensity of the enterprises interviewed: those in the knowlatgasive service

sector (42%) or higlech manufattiring sector (41%) clearly outscored the {agh manufacturers

(36%) or the less knowledgetensive service providers (31%) in this regard. Similar to KMSs, cross
departmental or crodsinctional teams were created to carry out innovations in adesage

proportions by those firms that primarily rely on innovatietated sales income (53%); such tactics

were distinctly |l ess frequent among those firm
proportion (31%) of their sales revenue from innovatirapcts or services.

Finally, such practices were most frequently act

| eader o group (42%), i n -usphoa rcpo ucnotnrtireass t( 2wei %,h ftohre
to Annex Table 20b.)
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2.2.1cIntegrating knowledge from the outside to support innovation

The Innobarometer survey asked managers of enterprises active in innavansive industry
sectors to indicate if specific forms of channelling external information intmusedevelopments
had contributed to their innovative activities since 2006:

Q11. Since 2006, has your company used any of the following médhegsport its innovative
activities?

a) Create or participate in Interndiased discussion forums

b) Give away oallow free access to test products or services to potential users
¢) Involve potential users in your-limouse innovation activities

d) Share or exchange your intellectual property

None of the above listed activities are widespread in the EU among enterprises working in inhovation
intensive business sectors. Enterprises were slightly more likely to involve potential customers or
clients in product testing (26%) or in-lhouse innovabn activities (24%), than in actually sharing or
exchanging intellectual property (22%). Engaging in Intebaested discussion forums in order to
support innovative activities was the least popular option (13%). However, thwatast form of
information sharing might
take place in a less strategi

L Method db iest ti ti tiviti
way (e.g. by being initiated ethods used by companiesto  support innovative activities

_by |nd|y|duals involved in Give away or allow free access to test 26

Innovative developments} products or services to potential users

WhICh_ mlght not att_ract the Involve potential users in your in -house 24

attention of the senior leve innovation activities

managers interviewed b) Share or exchange your intellectual 29

Innobarometer. property

. Create or participate in Internet -based 13
The analysis of response discussion forums
by enterprise characteristics .
- Q11 Since 2006, has your company used any of the following

Fonflrms that eaCh Of thE methods to support its innovative activities? )

investigated elements of a Base: all EU27 enterprises X
% of O0Yeso

open innovation process
most characterise enterprises where innovation is the primary source of income (see Table 9. or
Annex Table 23b for more details).

Internetbaseddiscussion forums weiierelatively speaking most frequently used by firms active in

the hightech manufacturing (18%) and knowledge intensive service sectors (17%) and least in the
low-tech industry segment (10%). Innobarometer found a similar pattezn iivcame to looping back

user feedbacks at the innovation stage: especially enterprises in the more teehorokmgyvliedge
intensive sectors capitalised on such innovation support method (high tech manufacturing: 30%,
knowledgeintensive services: 31phile it was less utilised in low tech industry (25%) or less
knowledgeintensive services (22%).

Product testing is generally more widespread in manufacturing (regardless of technology intensity
30% utilised this method of innovation support) thanerviee (where knowledge intensive services
were less likely to invite potential users to test innovatio@2%, than other service companies
27%).

Sharing intellectual property to involve a broader community in development processes is least

widespred in the hightech industry sector probably most keen on protecting their intellectual
propertyi with 16% of enterprises indicating this being a source of innovation support in the period
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since 2006. Almost twice as many enterprises in the knowledgesiné service sector (31%) used

such opersourcing of their innovation activities in the development stage.

Adopting elements of open innovation process seemed to be rather a function of company culture or

innovation philosophy and less of a structdeature that directly depends on company size (while
many of the surveyed

enterprises: 47%).

acti

Table 9. Indicators of open innovation(EU27, row %)

viti

es seemed to
enterprises). While there was a tendency that larger enterprises were more likely to adopt such open
innovatian strategies, the difference between the various size categories was much lower than in most
other aspects surveyed, with the exception of involving potential users in development processes
where the difference across size categories were rather drarsiuad! Enterprises: 22%, large

Testing Involve
Internet  products potential Share or
based by usersin  exchange
discussion potential innovation intellectual
forums users activities  property

EU27 13 26 24 22
ACTIVITY
High- & mediumhigh-tech 18 30 30 16
Low- & mediumlow-tech 10 30 25 22
Knowledgeintensive service 17 24 31 31
Less knowledgéntensive service 14 27 22 20
COMPANY SIZE
Small (2049 employees) 12 25 22 20
Medium (50249 employees) 15 28 26 26
Medium-large (250499 employees) 18 25 33 27
Large (500+ employees) 19 35 47 29
CHANGE IN SALES (200€2008)
Increased 15 27 26 23
Did not change 12 25 22 20
Decreased 12 28 25 24
I NNOVATI ON | S Aé
€ primary source of income 18 42 43 33
€ significant sou 18 30 29 28
€ n-significant source of income 12 25 23 20
CHANGE IN INNOVATION SPENDING (20062008)
Increased 16 32 33 31
Did not change 13 24 21 18
Decreased 13 32 29 22
EISCOUNTRY TYPOLOGY
Innovation leaders 15 26 26 30
Innovation followers 8 26 25 13
Moderate innovators 14 24 24 19
Catchingup countries 16 32 20 22
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Enterprises that increased their innovation spending between 2006 and 2008 were somewhat more
likely than others to participate in online discussiorums relevant toinnovative activitiesand to

involve potential users im-house development activitiesxd were much more open to sharing or
exchanging intellectual property with a broader developroemmunity: the latnamedmethod was
confirmed by 31%0f companiesn this group, 9 percentage points above the EU average.

Patterns areseen to bemixed when considering the EIS country typolodynteprises inthe
finnovation leadeycountries howeveywere clearly more likely than elsewhere to exchange or share
intellectual property to support their own innovation activities.

Looking at result®n acountryby-countrybasis the Innobarometesurveyfound that participation in
Internetbased discussn forums to support innovatiaactivities was characteristic ofde tharonein

five enterprises in 2&BU Member States anith Switzerland. Maltese managers were most likely to

state that their developers participated in relevant online forums to g@eclid@as in relation to
ongoing development projects (37%), and over a quarter of enterprises used such resources to support
innovation in Finlandand theCzech Republichoth 27%) and Cyprus (26%)lhe least likelyto
participate in such online activiti@gerecompaniesn France (3%), Hungary and Latviaoth 5%).

Companies creating or participating in Internet -based discussion forums in

support of innovation
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Q11 Since 2006, has your company used any of the following methods to support its innovative activities?
Base: all enterprises
% of oYeso, |

Providing fee productdgor testing purposesr giving free access tceesvicesto potential usersvere
most widely usedo support innovative activitieis Slovakia (44%), Cyprus (42%), Romania (37%)
and Switzerland (36%)The least likely to use such means to f@stducts and services were Maltese
enterpriseg12%), but less than one in five companies in Hungargt Luxembourg (both 17%),
Bulgaria and mland (both 19%) indicated using sutiethods

Companies giving away or allowing free access to test products or services to

potential users  in support of innovation
100 4

80

60 -
44
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Q11 Since 2006, has your company used any of the following methods to support its innovative activities?
Base: all enterprises
% of oYeso, |
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Involving potential users in thouse development activities was most frequently reported to have
taken place since 2006 in Sweden (38%), Finland (37%), the NetherlandsaBé%lovenia (35%),
and very rarely in Hungary (9%®3ulgaria (10%) and Cyprus (13%).

Co
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Q11 Since 2006, has your company used any of the following methods to support its innovative activities?
Base: all enterprises
% of O0Yeso, |

Sharing or exchanging intellectual property with the aim of facilitating innovation was most widely
reported in Sweden (42%), Germany ¥36 Switzerland (33%) and Austria (31%), and virtually hon
existent in Hungary (where only 6% confirmed such cooperativahce (7%), Finland and Belgium
(both8%).

Companies sharing or exchanging intellectual property in support of innovation
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Q11 Since 2006, has your company used any of the following methods to support its innovative activities?
Base: all enterprises
% of oYeso, |
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2.2.1dStrategic partnerships to support innation

Previously wesaw that seeking outside knowledge to support innovation is fairly rare among
European enterprises active in innovatiotensive business sectors. Firms are more likely to create
strategic relationshipsn order to support their innovation activiti@gthin ther own supply chain.

Thelnnobarometesurveyasked the following question from enterprises:

Q12 Since006, has your company developed any strategic relationships in support of your
innovation activities withe?

a) ésome specific customers or clients
b) ésuppliers

c) €éother companies active in your field
d) éresearch institutes

e) éeducationenal institut

Results indicat¢hat suchstrategic cooperatignin support of innovation, exists particulavi§thin the
supply chainwith suppliers (42%) owith some specific (presumably large or important) customers
or clients (39%)These types of

strategic relationshipare less

frequent with external players ir  Companies d eveloping strategic relationships in support

the samefield of activity ( ©finnovation  with ...
29%). Strategic links with

educational (24%g#and research

organisations(15%) were less some specific customers or clients 39
frequently reported. 1

suppliers 42

other companies active in your field 29

The size of the enterprise ]

. . . educational institutions 24
affecs their involvement in |
SFrategiC partnerShipS of al research institutes 15
kinds: large enterprises stan J
out in each typ@f Strategic link Q1|2 Since 2006, ht?s_ your company developed anystratefgic
tested (see TabldO. for the PELRLTONSIIRS TN S U el EU27 entorprises
most interesting highlights as % oof on

well as Annex Table 24b for

further breakdowns). The association is especially evident in strategic relations @utsideo mpany 6 s
supply chain, the larger the companies the more likely they were to be engaged in strategic
relationships with other companiegsearch or educatiahorganisationsin addition,the difference

in the amount of cooperation within the supply chbetween mediursized and mediudarge
enterprises &wsonly minimal.

In the various business segmeltt® pattern varies by type of cagtion, e.g. strategic partnerships
with major clients characterise manufacturing companies {448% depending ortechnology
intensity) than service companies. Suppliers wibieeleast important partners in innovation support in
the knowledgentensive sevice sector (32%vs. 42% average across all sectors). In turn, these
companies werthe most likely to engage in partnerships with other companies active in their field of
business (34%i) knowledgeintensive service providers were the only segment wiherenost typical
partners for innovatiosupporting strategic cooperation were organisatinsidetheir supply chain.

Research institutes were most typical innovation partners in thedgghmanufacturing sector (26%
vs. the 15% average across sdigments). Cooperation with educa#ibimstitutions was also above
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average among higlech manufacturers (27%) and especially among firms provikiirogvledge
intensiveservices (32%).

Enterprises where innovatiatependent revenue is a rsignificant ®urce of sales income were less
likely to have formed strategic partnerships to support innovation, in the period since 2006.
Comparing enterprises primarily reliant on sales income from innovative products and services with
those where such income is dfggant but not the primary source of the revenue, two types of
partnerships emerge where marked differences exist: those primary reliant on inndsigénrsales
revenue were clearly more likely than the other grougotge partneships with key cliens or
customersin orderto support innovation (59%s. 49%, respectively) and to engage in strategic
cooperation with research institutes (29% vs. 17%).

Table 10. Strategic partnerships to support innovation
(EU27, row %)

Some Other

specific companies

customers active in  Research Educational

orclients Suppliers theirfield institutes institutions
EU27 39 42 29 15 24
ACTIVITY
High- & mediumhigh-tech 43 45 28 26 27
Low- & mediumlow-tech 44 43 25 20 20
Knowledgeintensive service 37 32 34 19 32
Less knowledgéntensive service 39 44 29 10 22
COMPANY SIZE
Small (2049 empbyee$ 37 39 26 12 20
Medium (50249 empbyees 42 45 31 19 29
Mediumtlarge 50-499 empl) 45 45 38 27 34
Large (500+ emplyee3 56 64 45 41 49
INNOVATION IS Aé
€ primary sour c¢ 59 57 35 29 34
ésignificant soi1 49 56 37 17 31
€ n o-significant source of immme 36 37 27 14 21
CHANGE IN INNOVATION SPENDING (20062008)
Increased 50 51 37 21 30
Did not change 34 38 25 12 21
Decreased 45 45 31 19 26
EIS COUNTRY TYPOLOGY
Innovation leaders 37 38 28 14 28
Innovation followers 38 44 23 14 21
Moderate innovators 45 47 30 18 22
Catchingup countries 37 37 34 15 22

The familiar pattern that enterprises wahstable expenditurerelated to innovatiorwere the least

likely to say that they have takections that support innovatialso appears in this analysis: this
segmenti.e. those with stablexpenditures on innovatiomyas the least likely to confirm that they
edablished strategic innovatiasriented relationsips with any of the partners investigatéa the

survey. Firms that increased their innovation budgets between 2006 and 2008 were, on the other hand,
most likely to report strategic cooperation in all typ@&be difference however,between these
companies and those that decreased innovation investmeahe same period was rather sméibih

2 to 6 percentage points).
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