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PRESENTATION

"Experience of European managers in innovative activities" was the subject of the
latest Innobarometer survey carried out in September and October 2004 for the
European Commission in the 25 Member States of the European Union under the
Flash Eurobarometer opinion poll system.

In 2001, 2002 and 2003, its objective was to assess European companies’
investments in innovation and the output achieved. In addition, this survey examined
the driving forces for innovation, companies’ needs in order to innovate, as well as
the development of new managerial approaches to innovation. A further aim was to
assess how the Single Market can be of further benefit to companies in the European
Union. The approach in this latest wave differs in that it specifically focuses
on companies which have recent (i.e. in the last two years) experience of
innovative activities. The objective of this approach is to assess how firms innovate
and how they support their innovative activities. A further aim of this research is to
examine managers’ views on national regulations as well as firms’ experience of
public support.

The first wave of this survey, held in May 2001, had been foreseen by the
Commission in its Communication to the Council and to the European Parliament,
“Innovation in a knowledge-based economy”, in September 2000*. This opinion poll
on attitudes towards innovation, featured as one of a number of measures designed
to promote the objective of moving towards a society open to innovation. In fact,
enhancing innovation is a cornerstone of the strategy to meet the target agreed by
the European Council in Lisbon in March 2000 of the Union becoming the most
competitive and dynamic knowledge-based economy by the end of the decade.

In March 2003, the European Commission published a Communication to the Council,
the European Parliament, the European Economic and Social Committee and the
Committee of the Regions whereby the objectives set are to describe the diverse
routes to innovation and analyse the consequences for the design of innovation policy
and for the different means by which innovation policy is put into action®. Indeed this
Communication states that studies such as the Innobarometer which, allow for the
monitoring of managers’ opinions, fall under the group of activities dedicated to the
observation of innovation policy and performance in Europe.

The fourth wave of this survey, carried out by EOS GALLUP EUROPE, follows the
methodology defined for FLASH Eurobarometer surveys which are managed by the
Directorate-General Press and Communication (Unit B/1 "Opinion polls™)

A total of 4,534 managers from companies in the 25 Member States of the European
Union, with at least 20 but less than 500 employees, were interviewed by telephone
between the 20th of September and the 11th of October 2004. The sample was
selected according to three criteria: country, size of company and activity sector. In
Member States with the most companies (Germany, Spain, France, Italy, the UK,
Hungary and Poland), 300 managers per country were interviewed. In those with the
fewest companies (Greece, Ireland, Luxembourg, Portugal, Finland, Cyprus, Estonia,
Latvia, Lithuania, Malta, Slovakia and Slovenia) the figure was 100 each, and 200

1 COM (2000) 567 final “Innovation in a knowledge-driven economy”
2 COM (2003) 112 final “Innovation policy: updating the Union’s approach in the context of the Lisbon
strategy”
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managers were consulted in each of the remaining EU Member States: (Belgium,
Denmark, the Netherlands, Austria, Sweden and the Czech Republic). The person
interviewed at each company was a top-level executive.

Before beginning our analysis we will first define what we mean by innovation. The
initial question in this survey presented various aspects of innovation. However, the
following more formal definition was given later in the questionnaire: “Innovation
covers a wide range of activities to improve firm performance, including the
implementation of a new or significantly improved product, service, distribution
process, manufacturing process, marketing method or organisational method”.

For each theme addressed, our analysis® looks at the:

e European Union as a whole and its 25 Member States;

e types of companies in terms of workforce size: "large enterprises" (250 to 499
employees), "small enterprises” (20 to 49 employees) and "medium-sized
enterprises" (50 to 249 employees);

e sector of activity: construction, industry (manufacturing companies), trade
and services;

e age of the company;

e evolution in firm’s turnover between 2002 and 2003 — referred to as change in
annual turnover.

As mentioned above, since the initial Innobarometer in 2001, this research has been
carried out on an annual basis and the results presented here correspond to the
fourth wave of this study.

It is important to note that in this latest wave, the opening question served
as a means of identifying “innovative” firms. This allowed us to target firms
which confirm that they have at least some recent experience (i.e. in the last
two years) of innovation be it at the development or implementation stages.

The target group in the latest wave of this research is, for the first time in
the history of this barometer survey, firms with at least some experience in
innovative activities. Throughout our analysis, it is essential to bear in mind
that the results relate to this very specific group of enterprises.

Since the target group in this wave is innovative firms and all questions are new,
the approach to the analysis is different. The analysis of results for Innobarometer
2004 differs from that in previous waves in that this year we have added a typology
dimension to our analysis. This typology analysis enabled us to classify companies
according to general types. In the typology annex a brief explanation is given of
factorial analysis and typology. Also included in this annex is a table which outlines
the questions which were used as criteria for classifying companies. The overall
objective of this typology analysis is to identify within our sample, firms which have
distinguishing characteristics in terms of the nature of their business, their strategy
or experience and consequently, throughout our analysis assess the impact these
types have on their innovation policy. Based on the survey results, we have classified
companies into five types or groups.

3 In some cases, due to the rounding of figures, displayed sums can show a difference of one point with the
sum of the individual cells. Also, note that the total percentages shown in the tables of this report may
exceed 100% where the respondent is allowed to give several answers to a particular question.
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The first type of company can be referred to as “small, local, static” (type 1).
Approximately, 30% of our sample falls under this type. The brand of this group of
firms can be explained by the following characteristics. They are generally small
firms, selling on the local market, with a slight increase in turnover of between 0 and
5%. Generally speaking, this group of companies tend to be inactive in innovation
and do not invest in efforts to support this activity through hiring new graduates,
training their staff or participating in an innovation network.

The second type of companies can be referred to as “local, dynamic” (type 2). Here,
13% of European Union firms fall under this type due to the following characteristics.
They generally have been in existence for between 5 and 25 years and sell on the
local market. This group can be considered to be innovative however, they do not
protect their intellectual property through patents and international trade marks.
When it comes to supporting their innovative activities, this group; looks to experts
for advice on innovation, they hire new national graduates, train their personnel and
participate in an innovation network. Their dynamic spirit seems to be rewarded as
the annual turnover of this group increased by between 6% and 25%.

The third identified group of companies is “exporting, non-innovative” (type 3)
firms, being the case of 24% of firms. They tend to be medium-sized firms and their
selling market extends beyond local boundaries to other regions in their country,
other Member States and even outside the European Union. These firms are as
labelled, non-innovative, and are equally inactive in terms of efforts to support
innovation activities including engaging the services of experts in the matter, hiring
new graduates and training staff. The evolution in their turnover was stable.

The fourth group of companies, 20% of the sample, can be classified as “successful,
innovative” (type 4) firms. This category of firms comprises medium and large
enterprises in the industrial sector. They operate in national and international
markets. This group of companies shines in all aspects of the innovative process and
support this activity through the requesting of advice from experts as well as hiring
new graduates from universities at home and abroad. This group of companies tend
to relocate their Research and Development activities. They seem to be aware of
government efforts to promote innovative activities, evident from the fact that they
benefit from public support for training employees and their participation in an
innovation network. We also observed that this group of firms recorded an annual
increase in turnover of between 10 and 25%.

The fifth group of companies, 13% of the sample, can be grouped as “secure, public
sector clients” (type 5). This category of firms sells on the local and national
markets. Their distinguishing characteristic is that they sell to a number of
government agencies. The innovative spirit is absent in these firms. This could be
partly explained by a certain sense of security with providing services/products to
one or more public bodies.

An in-depth analysis of the results for each question follows. The detailed tables of
results and a technical note are included in the annex.
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1. Innovation: types and markets

1.1. Types of innovative activities

As indicated in its Communication in 2003, the European Commission said that
“innovation can be incremental or radical, it can result from technology transfer or
through the development of new business concepts, it can be technological,

organisational or presentational”.

In this section we will look at the range of innovative activities in enterprises
throughout the European Union over the last two years. It is important to note that
this opening question served as a means of identifying “innovative” firms. As
mentioned in the introduction, this allowed us to target firms which confirm
that they have at least some experience of innovation be it at the
development or implementation stages.

Source questionnaire: Qlb & ¢

- 74% of firms interviewed successfully introduced new or significantly improved
products or services in the last two years -

1.1.1. Implementation phase
In this section we will examine enterprises which have successfully implemented new

or significantly improved products or services as well as those which have introduced
new or significantly improved processes for delivery systems, production or logistics.

Q1. In the last two years, did your firm....?
Response: YES
BEU25 BEUL oNMS
b) Successfully 74%
. |n.t-roduce .new or 74%
significantly improved
products or services 77%
9) I_r!troducg new or 569%
significantly improved
processes for delivery 56%0
systems, production, or o
logistics 53%
0% 20% 40% 60% 80% 100%

4 com (2003) 112 final “Innovation policy: updating the Union’s approach in the context of the Lisbon

strategy”
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The average result for the European Union shows that as many as 74% of enterprises
interviewed have successfully introduced new or significantly improved products or
services.

56% of interviewed companies have introduced new or significantly improved
processes for delivery systems, production or logistics.

The table below shows the country breakdown of results.

Q1. In the last two years, did your firm....?
Response: YES

b) Successfully introduce new or ¢) Introduce new or significantly

Total significantly improved products improved processes for delivery
or services systems, production or logistics

EU 25 4534 74% 56%
EU 15 3021 74% 56%
NMS 1513 77% 53%
BE 208 58% 46%
DK 209 76% 67%
DE 300 81% 61%
EL 100 69% 46%
ES 300 67% 65%
FR 300 68% 45%
1E 99 75% 60%
IT 300 71% 61%
LU 100 65% 52%
NL 200 63% 44%
AT 200 81% 71%
PT 100 81% 60%
Fl 101 74% 42%
SE 204 70% 50%
UK 300 76% 50%
NMS

CY 100 76% 61%
cz 200 77% 49%
EE 100 57% 42%
HU 300 63% 31%
LV 108 71% 54%
LT 103 85% 43%
MT 100 81% 59%
PL 300 82% 63%
SK 102 63% 43%
Sl 100 79% 63%

In all Member States, a majority of enterprises have successfully introduced new or
significantly improved products or services; the lowest results being 57% in Estonia
and 58% in Belgium. At the top end of the scale, over four in five enterprises in
Lithuania (85%), Poland (82%), Germany (81%), Malta (81%), Austria (81%)
and Portugal (81%) have successfully introduced new or significantly improved
products or services in the last two years.
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Our results for new or significantly improved processes show that Austria (71%),
Denmark (67%) and Spain (65%) rank highest with close to two in three enterprises
interviewed confirming that they have recently implemented new or significantly
improved processes either for delivery systems, production or logistics. At the opposite
end of the scale, only 31% of Hungarian enterprises have introduced innovative
processes.

Breakdown by company categories

Generally speaking, a high proportion of companies have successfully introduced new
or significantly improved products or services, regardless of the company category.

However, the company profile seems to exert an influence on firms which have
introduced innovative processes. Large companies and/or firms in the industrial sector
are more inclined to have introduced new or significantly improved processes. Also,
firms with an increase in annual turnover of over 5% are more likely to have
implemented innovative processes. This result would suggest that the introduction of
new or significantly improved processes for delivery systems, production or logistics
may influence the evolution of turnover.

QIc. Inthe last two years, did your firm introduce new or significantlyimproved processes for
delivery systems, production or logistics?
Response:YES
COMPANY SIZE |
20-49 | | 54%
50-249 | | 59%
250-499 | | 65%
SECTOR |
Industry | | 63%
Construction | | 52%
Trade | | 58%
Services | | 49%
CHANGE IN TURNOVER |
Decreased | | 46%
Increased <5% | | 53%
Increased 6%-25% | | 61%
Increased 25%+ | | 60%
Did not change | | 57%
0% 20% 40% 60% 80% 100%
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Looking at the typology classification of companies, the “local, dynamic” (85%) and
“successful, innovative” (88%) groups can be distinguished for the relatively higher
proportion of enterprises which successfully introduced new or significantly improved
products or services compared to the average result at the European Union level
(74%).

Q1b) Successfully introduce new or significantly improved
products or services
TOTAL Local, Successful,
(EU 25) dynamic innovative
Yes 74% 85% 88%
No 25% 15% 11%
[DK/NA] 1% 0% 0%

Similarly, the “local, dynamic” (71%) and “successful, innovative” (63%) groups
stand out for the relatively high proportion of enterprises which successfully introduced
new or significantly improved processes compared to the average EU result (56%).

Q1c) Introduce new or significantly improved processes for
delivery systems, production, or logistics
TOTAL Local, Successful,
(EU 25) dynamic innovative
Yes 56% 71% 63%
No 44% 28% 36%
[DK/NA] 1% 0% 1%

In fact, it was these tendencies which impacted the classification of these two types of

firms.
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1.1.2. Public support for innovative processes

Enterprises which confirmed that they introduced new or significantly processes were
asked if they received public support for this effort.

Source questionnaire: Q16

- Nine in ten enterprises which introduced new or significantly improved processes did

not receive public support for this -

The graph below shows that on average, nine in ten enterprises did not receive public
support for their efforts to introduce innovative processes for delivery systems,

production or logistics.

The country breakdown of results shows that in all Member States at least four in five
of these firms did not obtain public assistance or subsidies.

Q16. In the last two years, did your firm receive public assistance or a subsidy
to introduce new or significantly improved processes for delivery systems,
production, or logistics?

OYes B No O [DK/NA]

0% 20% 40% 60% 80% 100%
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Breakdown by company categories

Since we have such high proportions of enterprises confirming that they did not
receive public support for efforts to introduce new or significantly improved processes,
the company category breakdown does not disclose significant differences.

However, our typology classification shows that the “successful, innovative” group
once again stands out with a relatively higher proportion (17%) confirming that they
received public support for the introduction of new or significantly improved processes
compared to the average EU result of 9%. As indicated in our introduction to the
typology analysis, this group of enterprises are more aware of government efforts to
support innovative efforts.

Q16. In the last two years, did your firm receive public
assistance or a subsidy to introduce new or significantly
improved processes for delivery systems, production, or

logistics?
TOTAL Successful,
(EU 25) innovative
Yes 9% 17%
No 90% 81%
[DK/NA] 1% 2%
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1.1.3. Protecting intellectual property

Source questionnaire: Ql1d & e

- The vast majority of innovative enterprises have not taken steps to protect their
invention through patenting or trademark registration -

Only a small minority of innovative enterprises in the EU have taken measures to
protect their intellectual property through patenting or the registration of international
trademarks.

As the graph below shows only 12% of firms interviewed have applied for a patent and
only 14% have actually registered one or more international trademarks. Given the
high proportion of enterprises confirming that they have introduced new products or
services, this result is somewhat surprising. This could be explained by the irrelevance
of patents for firms in the service sector but we could nevertheless wonder if certain
firms are receiving an adequate financial award for their invention as the vast majority
have not even requested the licence for exclusive rights to sell their innovative
product.

Q1. In the last two years, did your firm....?
Response: YES
BEU25 DEUB ONMS
12%
d) Apply for one or 13%
more patents
9%
. 14%
e) Register one or more
international 15%
trademarks
12%
0% 20% 40%
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Breakdown by company categories

The graph below shows the proportion of enterprises which have applied for patents.
As we can see, large firms and/or those in industry are more inclined to have applied
for a patent. This tendency is identical to the one revealed in subsection 1.1.1 where
we saw that enterprises of this profile were also more likely to confirm that they have
successfully introduced new or significantly improved processes.

QM. In the last two years, did your firm apply for one or more patents ?
Response: YES
COMPANY SIZE |
20-49 | 9%
50-249 | 18%
250-499 | | 25%
SECTOR |
industry | | 21%
Construction | | 6%
Trade | | 9%
Services | | 9%
0% 20% 40%

Large firms and/or companies in industry or trade stand out for the relatively higher
proportions which have registered international trademarks in the last two years.

QZe. In the last two years, did your firm register one or more international trademarks ?
Response:YES

COMPANY SIZE

20-49 |13%

50- 249 | 7%

250 - 499 |23%

SECTOR

Industry | 18%

Construction 9%

Trade | 17%

Services 11%

0% 20% 40%
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The typology breakdown shows that the “successful, innovative” group can be
singled out for the relatively higher proportions of enterprises which have applied for a
patent (41%) and those which have registered one or more international trademarks
(46%) compared to the respective average results for the European Union.

Q1d) Apply for one or more patents

TOTAL Successful,

(EU 25) innovative
Yes 12% 41%
No 86% 58%
[DK/NA] 1% 1%

Qle) Register for one or more international

trademarks
TOTAL Successful,
(EU 25) innovative
Yes 14% 46%
No 84% 51%
[DK/NA] 2% 3%
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1.2. Selling market and drivers
In this section we will first look at firm’s selling market before comparing public and
private sector clients as drivers of innovation.

1.2.1. Geographic area

Source questionnaire: Q3

- Most enterprises sell on the local or national market yet 46% exploit the free
movement opportunities within the Single Market -

Q3. In which of the following markets, does your firm sell its
products or services?
Response: YES
B EU 25 OEU 15 0O NMS
a) In the region 83%
where your company 82%
is located 8596
69%
b) In other regions in 68%
[YOUR COUNTRY]
76%
46%
c) O_ther European 46%
Union countries
48%
_ 329%
d) Outside the 33%
European Union
28%
0% 20% 40% 60% 80% 100%

At the European Union level, over four in five innovative enterprises sell their products
or services in the region where their company is located. This is true for both the EU-
15 group and the new Member States.

At the European Union level, 69% of enterprises sell their products or services in other
regions in their country. This average result masks a considerable difference between
the EU-15 group (68%) and the new Member States (76%0).

46% of European Union enterprises benefit from the free movement of goods or
services and sell their products or services in other Member States. Close to one in
three enterprises sell their products or services outside the European Union. Given the
relatively high proportion of exporting firms in our sample, we could ask ourselves
whether there is a relationship between innovation and openness to other markets.
The investment required prior to the implementation of an innovative product, service
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or process would imply that innovative firms should also look to the export market in
order to have an adequate reward for their efforts.

The table below shows the proportion of enterprises selling in the following markets:
local, national, within the EU and outside the EU.

Q3. In which of the following markets, does your firm sell its products or services?
Response: YES

a) In the
region b) In d
wtgere ot)her o) Qe Outs?ide
Total your regions in European the
Union
company [YOUR NS European
is COUNTRY] Union

located
EU 25 4534 83% 69% 46% 32%
EU 15 3021 82% 68% 46% 33%
NMS 1513 85% 76% 48% 28%
EU 15
BE 208 87% 77% 63% 29%
DK 209 65% 84% 53% 38%
DE 300 77% 67% 48% 32%
EL 100 92% 78% 46% 33%
ES 300 84% 60% 36% 25%
FR 300 91% 64% 38% 33%
IE 99 85% 66% 38% 19%
IT 300 86% 74% 47% 37%
LU 100 92% 80% 62% 31%
NL 200 84% 79% 56% 31%
AT 200 87% 81% 64% 47%
PT 100 64% 62% 53% 28%
Fl 101 92% 78% 49% 34%
SE 204 83% 75% 52% 44%
UK 300 83% 61% 40% 35%
NMS
CcY 100 65% 79% 39% 29%
cz 200 91% 87% 64% 35%
EE 100 87% 79% 54% 25%
HU 300 80% 68% 43% 28%
LV 108 95% 68% 41% 20%
LT 103 87% 67% 37% 19%
MT 100 76% 88% 35% 38%
PL 300 82% 72% 41% 27%
SK 102 88% 81% 59% 23%
S 100 84% 84% 56% 48%

Austria (64%), the Czech Republic (64%), Belgium (63%) and Luxembourg
(62%0) stand out for the high proportion of enterprises selling their products or services
to other Member States.
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Breakdown by company categories

The table below shows the type of company selling in each of the geographic areas.

Q3. In which of the following markets, does your firm sell its products or services?
Response: YES

a) In the
region b) In d
wr?ere ot)her £) oine Outs)ide
Total your regions in European the
Union
com_pany [YOUR i European
is COUNTRY] Union

located
EU 25 4534 83% 69% 46% 32%
Company size
20 - 49 2685 84% 66% 41% 28%
50 - 249 1255 79% 76% 55% 42%
250 - 499 594 81% 80% 66%0 50%0
Sector
Industry 1512 72% 849% 69%0 53%
Construction 493 93% 55% 17% 9%
Trade 1086 85% 68% 44% 32%
Services 1443 86% 62% 37% 23%
Change in turnover
Decreased 659 84% 62% 44% 33%
Increased =5% 981 85% 66% 39% 27%
Increased 6%-25% 1471 84% 73% 48% 33%
Increased 25%+ 322 76% 83% 61%0 43%
Did not change 908 79% 68% 46% 31%

The sector of activity bears an influence on firms selling locally and in other regions.
Companies in construction are more likely to sell their services locally than other
sectors. Companies in industry, however, tend to sell their products or services in
other regions in their country compared to other sectors.

There is a strong parallel between companies exporting to other Member States and
those exporting outside the European Union. Regardless of the destination, large
companies, in industry and/or with a growth in turnover of over 25% are more inclined
to export.
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Our typology classification shows that the “successful, innovative” group has a
relatively higher proportion selling in other regions in their country as well as in other
Member States and beyond the European Union compared to the corresponding results
at the European Union level. We could presume that one of the success factors of this
type of enterprise is their openness to the export market.

Q3b) In other regions in [YOUR
COUNTRY]
TOTAL Successful,
(EU 25) innovative
Yes 69% 86%
No 31% 14%
[DK/NA] 0% 0%
Q3c) Other European Union
countries
TOTAL Successful,
(EU 25) innovative
Yes 46% 72%
No 54% 28%
[DK/NA] 0% 0%

Q3d) Outside the European Union

TOTAL Successful,
(EU 25) innovative
Yes 32% 58%
No 68% 42%
[DK/NA] 0% 0%
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1.2.2. Public sector versus private sector clients

In this section we are looking at a particular group of enterprises which confirmed (in
question 26) that they sell products or services to at least one government agency.
This group was asked to compare public and private sector clients in terms of their
demand for innovative products or services.

Source questionnaire: Q27

- Two in three enterprises selling to government agencies believe that public and
private sector clients have the same level of demand regarding innovative products or

services -
Q27. Did your public sector customers, compared to your private sector
customers, demand a higher or lower level of innovation in your products or
services?
B P ublic sector requires higher level of innovation than private sector
O P ublic sector requires lower level of innovation than private sector
O There is no difference
O[T DEPENDS]
O [DK/NA]
EU 25 11% 6620 5%
EU 15 12% 67% 5%0
NMS 11% 63%0 5%
0% 20% 40% 60% 80% 100%

Two in three enterprises selling to government agencies are of the opinion that there is
no difference between these clients and clients in the private sector in terms of their
demand for innovative products or services.

At the European Union level, a higher proportion of enterprises selling to public sector
clients believes that these clients require higher levels of innovation in products or
services than private sector clients (16%) compared to those who are of the opposite
opinion (11%).
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In almost all Member States, a majority of enterprises selling to public sector clients
are of the opinion that there is no difference in terms of demand for innovation. The
only exception to this is in Cyprus and Lithuania with a relative majority of
respectively 42% and 44% considering that there is not a difference between public
and private sector demands.

Q27. Did your public sector customers, compared to your private sector customers, demand

a higher or lower level of innovation in your products or services?

Public Public
sector sector
hi;ﬁl:g\sxel |orv?/g:“|reevse| LU [T
Total of of _no DEPENDS] [DK/NA]
. . . . difference
innovation innovation
than private than private

sector sector
EU 25 2184 16% 11% 66% 2% 5%
EU 15 1365 15% 12% 67% 2% 5%
NMS 819 19% 11% 63% 2% 5%
EU 15
BE 86 6% 4% 82% 5% 4%
DK 122 11% 4% 77% 2% 6%
DE 135 17% 18% 61% 3% 2%
EL 53 24% 18% 57% 0% 2%
ES 110 12% 9% 73% 3% 2%
FR 147 12% 10% 72% 0% 6%
IE 46 17% 16% 59% 0% 8%
IT 79 24% 13% 60% 0% 3%
LU 42 9% 6% 84% 2% 0%
NL 91 19% 10% 59% 3% 9%
AT 90 15% 4% 74% 3% 4%
PT 35 13% 8% 74% 1% 4%
FI 62 11% 4% 81% 0% 3%
SE 137 8% 3% 79% 1% 10%
UK 130 13% 6% 68% 1% 12%
NMS
cY 47 24% 27% 42% 5% 1%
cz 88 13% 7% 74% 1% 5%
EE 73 6% 4% 76% 13% 0%
HU 162 24% 7% 56% 5% 8%
Lv 67 22% 13% 54% 3% 8%
LT 58 32% 14% 44% 3% 8%
MT 66 18% 6% 70% 4% 2%
PL 160 19% 13% 64% 1% 3%
SK 43 29% 4% 52% 0% 15%
Sl 55 19% 12% 62% 2% 5%
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Breakdown by company categories

Sector of activity seems to bear an influence here. Enterprises in construction selling to
public sector clients are more likely to be of the opinion that these clients are more
demanding in terms of their expectations regarding innovative products or services
compared to private clients.

Q27.Did your public sector customers, compared to your private sector customers, demand a
higher or lower level of innovation in your products or services?
Response: P ublic sector requires higher level of innovation than private sector

SECTOR |
Industry | | 17%
Construction | |21%
Trade | | 12%
Services | | 16%0
0% 20% 40%

Companies in trade however are more inclined to be of the view that there is no
difference between public and private sector clients’ demands for innovative products
or services compared to those in other sectors of activity.

Q27.Did your public sector customers, compared to your private sector customers, demand a
higher or lower level of innovation in your products or services?
Response: There is no difference

SECTOR 7
Industry | | 65%
Construction | |64%
Trade | | 71%
Services | |64%

0% 20% 40% 60% 80%
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2. Supporting innovative activities

In this section we will analyse measures taken by enterprises in terms of supporting
the development of their innovative activities. In particular, we will look at Research
and Development, advice services, hiring new graduates, training as well as innovation
networks.

2.1. Research and Development

2.1.1. Market research studies

Source questionnaire: Qla

- One in three enterprises conducted market research studies for introducing new
products or services in the last two years -

Q1la. In the last two years, did your firm conduct one or more market research
studies for introducing new products or services....?
Response: YES
EU 25 | ] 33%0
EU 15 | ] 33%0
NMS | 36%0
SK | | 54%
CY | | 49%0
MT | ] 48%0
FI | | 45%0
LV | | 449%0
FR | | 43%0
SE | | 43%0
Sl | | 4290
HU | | 4190
BE | ] 40%0
DK | ] 40%0
LT | | 3890
PL | ] 38%0
IT | 37%0
PT | | 37%
EE | | 37%
EL | | 36%0
ES | ] 36%0
UK | ] 35%0
IE | | 34%0
NL | | 34%
AT | 32%0
CZ | | 24%0
DE | ] 23%
LU ]| 22%
0% 20% 40% 60% 80% 100%
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An average of 33% of enterprises in the EU conducted market research studies for
introducing new products or services in the last two years.

As the graph above shows the result in Slovakia stands out with 54% of firms

interviewed confirming that in the last two years they conducted one or more market
research studies.

At the other end of the scale, market research studies seem to be less of a priority for

firms in Germany, Luxembourg and the Czech Republic with less than one in four
enterprises confirming that they have recently conducted such studies.

Breakdown by company categories

Large enterprises are more likely to conduct market research studies for introducing
new products or services compared to smaller sized firms.

Qla. In the last two years, did your firm conduct one or more market research studies for
introducing new products or services?
Response:YES

COMPANY SIZE |
20-49 | |30%
50-249 | |40%
250- 499 | |45%
0% 20% 40% 60% 80% 100%

Our typology classification shows that “local, dynamic” (56%) and “successful,
innovative” (568%) firms stand out for the relatively high proportions of enterprises
which conducted one or more market research studies for introducing new products or
services compared to the average result at the European Union level (33%).

Q1l1a) Conduct one or more market research studies for
introducing new products or services

TOTAL Local, Successful,
(EU 25) dynamic innovative
Yes 33% 56% 58%
No 66% 44% 41%
[DK/NA] 1% 0% 1%
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2.1.2. In-house versus out-sourcing
In this subsection we will look at the situation in firms in the European Union regarding
in-house and outsourced Research and Development.

Source questionnaire: Q1f & g

- Over one in two firms in the EU carry out in-house research yet country results vary
considerably -

Q1. In the last two years, did your firm....?
Response: YES

BEU25 DEUB ONMS
53%
f) Carryout in-house research 54%

44%

20%

g) Contract out research to other
firms, universities or research 20%
institutes
17%

0% 20% 40% 60% 80% 100%

At the European Union level, 53% claim to have carried out in-house research in the
past two years. However, this average result masks a schism between the EU-15
group and the new Member States where respective results of 54% and 44% are
observed.

Close to one in five enterprises contract out research to other firms, universities or
research institutes.



EOS Gallup Europe Flash EB 164 “Innobarometer 2004” - Report p. 25

The table below shows the country breakdown of results for companies conducting in-
house research and those outsourcing research to other firms, universities or research
institutes.

Q1. In the last two years, did your firm....?
Response: YES

g) Contract out research to
Total f) Carry out in-house research other firms, universities or
research institutes

EU 25 4534 53% 20%
EU 15 3021 54% 20%
NMS 1513 44% 17%
EU 15

BE 208 66% 31%
DK 209 24% 7%
DE 300 48% 20%
EL 100 52% 14%
ES 300 46% 22%
FR 300 53% 17%
IE 99 64% 21%
IT 300 75% 16%
LU 100 59% 10%
NL 200 71% 42%
AT 200 58% 19%
PT 100 24% 11%
Fl 101 74% 51%
SE 204 25% 27%
UK 300 63% 19%
NMS

CcYy 100 55% 26%
Ccz 200 40% 9%
EE 100 51% 10%
HU 300 52% 9%
Lv 108 69% 22%
LT 103 19% 15%
MT 100 68% 25%
PL 300 44% 23%
SK 102 39% 15%
Sl 100 51% 17%

In-house research seems to be particularly widespread in Italy (75%), Finland (74%b)
and the Netherlands (71%). Ranking at the other end of the scale, only one in five
enterprises in Lithuania carry out in-house research.

In all Member States, with the exception of Finland (51%), a minority of enterprises
outsource research. The lowest results observed here are in Denmark (7%) as well as
the Czech Republic and Hungary (both 9%).
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Breakdown by company categories

The graph below shows the proportion of enterprises which confirm that they have
carried out in-house research. Large enterprises and/or firms in industry are more
inclined to carry out in-house research. As we might expect, large enterprises which
have more resources and greater financial means are better placed to carry out in-
house research. Once again we see that companies of this profile are more inclined to
be involved in innovative activities.

Q. Inthe last two years, did your firm carry out in-house research ?
Response:YES

COMPANY SIZE

20-49 49%

50 - 249 |59%

250 - 499 |67%

SECTOR

Industry | 63%

Construction | 37%

Trade | 44%

Services 55%

0% 20% 40% 60% 80%

This same group can be distinguished when it comes to outsourcing research to other
firms, universities or research institutes.

QIg. Inthe last two years, did your firm contract out research to other firms, universitites or
research institutes ?
Response: YES

COMPANY SIZE

20-49 17%

50 - 249 |25%

250 - 499 34%

SECTOR

Industry 25%

Construction 13%

Trade 14%

Services | 21%

0% 20% 40% 60% 80%
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Once again, our typology classification reveals that a considerably higher proportion of
“local, dynamic” (75%) and “successful, innovative” (71%) firms carry out in-
house research compared to the average proportion of EU firms (53%). The same
tendency is revealed for firms contracting out research to other firms, universities or
research institutes.

Q1f) Carry out in-house research

TOTAL Local, Successful,

(EU 25) dynamic innovative
Yes 53% 75% 71%
No 46% 25% 27%
[DK/NA] 1% 0% 2%
Q1g) Contract out research to other firms, universities or research

institutes

TOTAL Local, Successful,

(EU 25) dynamic innovative
Yes 20% 27% 46%
No 80% 73% 53%
[DK/NA] 0% 0% 1%
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2.1.3. Public support

In this section we will look at enterprises which obtained public support for conducting
market research studies for new products or services and those which obtained public

support for carrying out research.

Due to the small respondent base in certain Member States for the questions covered
here, certain country results should be interpreted with caution. The table of results
included in the annex shows the respondent base for each Member State.

Source questionnaire: Q5 & Q6

- Only a minority of enterprises received public support for their Research and
Development efforts -

Q5. In the last two years, did you obtain public assistance to conduct market
research for new products or services?
OYes B No 0O [DK/NA]
EU 25 | 4% 85% I
EU15 [ B% 3% 1
NMS [6% 93%
= 30% 69% [
MT | 25% 75%
UK | 22% 76% [2}6
ES | % 78% 3%
DE | 8% 80% PO
Fl | 4% 86%
SK | 4% 85% [
FR [ 1% 86%
IT | % 87%
AT | 2% 84% B%|
S| &% 88%
PT [ 1% 89%
EL [9% 91%
NL 9% 91%
cz % 91% B
Lv 8% 89% [ZY
SE [6% 94%
HU [6% 94%
cy [5% 95%
LT 5% 95%
PL [5% 95%
BE [49% 92%
EE [ 96%
DK [39 97%
LU [39 92%
0% 20% 40% 60% 80% 100%

Of those enterprises which recently conducted market research for new products or
services, only 14% received public support for this effort. There is a divergence in
results for the EU-15 group (15%) and the new Member States (6%) with enterprises
in the former group being more likely to have obtained public support for their efforts
in market research.

The graph above shows that Ireland ranks highest with 30% of enterprises which
obtained public assistance for conducting market research for new products or
services. However, this result should be interpreted with care as the respondent base

here is particularly small.
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At the European Union level, 15% of enterprises obtained public support for either in-
house or outsourced Research and Development.

Q6. In the last two years, did you obtain public support for Research &
Development within your firm or for Research & Development contracted out
to other organisations?

O VYes B No O [DK/NA]
EU25 | 5% 83%
EUB 16% 82%
NMS [ 9% 89%
ES | 27%
NL 26%
DK 23%
EL 20%

20%

FR 18%

Fl |
AT | % 82%

st [ w% I |
A 8% n
BE [ 6% I T Y |

s [e% I T
PT [ 5% I = |
COINN . 8% _______n
T 8% 1

A 8%
vT 2% I Y |
sk [ 0% I - R % |
ee [ ov I T R |
w [Te% I
w [Cav I - R % |
cz [ 8% 89%

LT [ 8% 92%

P [(ov I T R |
Lv [5% 93%

0% 20% 40% 60% 80% 00%

As the graph above shows, Spain (27%) and the Netherlands (26%) are the Member
States where most enterprises investing in Research and Development received public
support for this activity.

Latvia, Lithuania, Luxembourg, Poland, Estonia and the Czech Republic are the
countries where public support for Research and Development activities is either
absent or its availability unknown to companies, as almost all innovative enterprises in
these countries did not obtain public support for this.
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Breakdown by company categories

It seems that the type of company does not influence the results for those which
obtained public support for conducting market research for new products or services as

almost all

However, the sector of activity seems to be a determining factor for receiving public
support for Research and Development activities with companies in industry appearing

innovative companies did not benefit from public support.

to be more fortunate here than those in other sectors.

EU25

SECTOR

Industry

Construction

Trade

Services

Q6. In the last two years, did you obtain public support for Research &
Development within your firm or for Research & Development contracted out
to other organisations?

O Yes mNo O [DK/NA]

15%

23%

0% 20% 40% 60% 80%

100%
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Seemingly, the “successful, innovative” category of enterprises is relatively more
aware of public policies designed for boosting innovation. This group of firms which
merit the title “successful, innovative” seem to benefit more from public support in
their research efforts than other firms in the European Union.

Q5. In the last two years, did you obtain public
assistance to conduct market research for new
products or services?

TOTAL Successful,
(EU 25) innovative
Yes 14% 23%
No 85% 76%
[DK/NA] 1% 2%

Q6. In the last two years, did you obtain public
support for Research & Development within your
firm or for Research & Development contracted
out to other organisations?

TOTAL Successful,
(EU 25) innovative
Yes 15% 29%
No 83% 68%0
[DK/NA] 2% 4%
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2.1.4. Relocation

In the European Commission’s newsletter on innovation, it indicated that firms in the
USA carry out more research. It cited the findings of a report which stated that the
environment for research in Europe is not attractive to enterprises because of lack of
skills, few tax incentives and the quality of research — drawbacks which, it claims,
leads companies to increasingly outsource research abroad. ®

In this section we will look at enterprises which relocated their Research and
Development activities.

Source questionnaire: Q24 & Q25

- Relocation of Research and Development rarely occurs in the European Union -

Company managers were asked whether their firm recently relocated Research and
Development or any other innovation activities to another Member State, the United
States or Asia. As the graph below shows very few enterprises relocated Research and
Development or any other innovation activities in the last two years.

3% of enterprises interviewed relocated Research and Development to another
Member State.

Q24. In the last two years, did your firm relocate Research &
Development or any other innovation activities to...?
Response: YES
B EU 25 B EU 15 O NMS
3%
a) One or more other
European Union M ember 3%
State 1%
1%
b) United States 1%
1%
c)Asia 1%
0% 5% 109

5 http://www.cordis.lu/itt/itt-en/04-4/policy01.htm
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The table below shows the proportion of enterprises which relocated Research and
Development to another Member State, the United States or Asia.

Q24. In the last two years, did your firm relocate Research &
Development or any other innovation activities to...?
Response: YES

a) One or
Total more other b) United ¢) Asia
EU Member States
State

EU 25 4534 3% 1% 1%
EU 15 3021 3% 1% 1%
NMS 1513 1% 0% 0%
EU 15

BE 208 2% 0% 2%
DK 209 4% 2% 4%
DE 300 5% 1% 1%
EL 100 3% 0% 0%
ES 300 2% 1% 0%
FR 300 0% 0% 1%
IE 99 0% 3% 0%
IT 300 2% 2% 0%
LU 100 6% 2% 3%
NL 200 4% 1% 1%
AT 200 10% 1% 0%
PT 100 4% 0% 0%
FI 101 4% 1% 5%
SE 204 4% 1% 1%
UK 300 3% 2% 2%
NMS

cY 100 13% 4% 3%
cz 200 3% 0% 0%
EE 100 3% 0% 0%
HU 300 1% 1% 0%
LV 108 5% 1% 0%
LT 103 0% 0% 0%
MT 100 5% 1% 0%
PL 300 0% 0% 0%
SK 102 2% 0% 0%
Sl 100 3% 1% 0%

Cyprus (13%) and Austria (10%) are the countries where the highest proportion of
enterprises recently relocated Research and Development or other innovation activities
to another Member State.
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Reasons for relocation

Enterprises which confirmed that they recently relocated Research and Development or
other innovation activities were then asked their reasons for doing so.

The graph below shows that for one in two enterprises in the European Union which
recently relocated Research and Development their main reason for doing so was to
benefit from lower costs abroad.

For the new Member States, the reasons for relocation are more varied with one in
four confirming that they relocated in order to benefit from lower costs abroad and one
in five did so in order to have better access to qualified scientists and engineers.

Q25. What was the main reason that motivated your firm to relocate
some of its R&D or other innovation activities?

B You benefited from lower costs abroad

O You had better access to qualified scientists and engineers abroad
0O You had a more favourable regulatory environment abroad

B [Cther] [SPECIFY]

O [DK/NA]

EU 25

EU 15 19% 10% 10%

0% 20% 40% 60% 80% 100%

Due to the small respondent base in all Member States we are unable to analyse the
results on a country basis.
Breakdown by company categories

Due to the particularly low proportion of enterprises which relocated Research and
Development, the company profile does not exert an influence on results.
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Looking at the typology classification of companies, it seems that a relatively higher
proportion of “successful, innovative” companies have relocated their Research and
Development activities to another Member State compared to the average result for
the European Union. Relocation of Research and Development is just one other
component contributing to their success.

Q24a) In the last two years, did your firm
relocate Research & Development or any
other innovation activities to one or more
other European Union Member State?

TOTAL Successful,
(EU 25) innovative
Yes 3% 11%
No 97% 89%
[DK/NA] 0% 1%
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2.2. Advice services

Company managers were asked if they obtained advice services for their innovation
activities and in this section we will analyse these results.

Source questionnaire: Q4

- One in four enterprises obtained advice services for their innovation activities -

One in four innovative enterprises in the European Union obtained advice services for
their innovation activities in the past two years. The graph below shows the detail of
the sources of this advice.

EU25 [E

Q4. In the last two years, did you obtain advice services for your innovation activities e.g. with
business plans, market research, patenting, finding innovation partners, or ado pting new
manufacturing technology?

B Yes, from a public technology or innovation centre
O Yes, from a private consultant

O Yes, from both

B No,you did not obtain such a service

O [DK/NA]

EUL R

7% [5%

nMs R B% PW

A 6% 34% I 5%
LT |BEED 29% [ 0%

MT EEB 38% 2%
S5 % 31% [ 5%

(=l 7% 25% [6%

EL | 34% B%

SE 28% [ 7%

UK 11% 6% [ 8%

7% 8% [ 9%

AT 13%

N

24% B%

DK 9%

[ % T

BE ¥4

9% 7%

DE ¥4

B% [6%

NL 7%
EE 7%

SK
ES 7%

HU 8%

PL

PT

0%

6% IO
A 7% [4%]

29 R |
5% EEEN
FR AL 9% B7
cz [y 0% P9
[ 2% B%

[ ®%  pB%

bl 1] Ll 1L ELL] belielliclc el

[ T%  BY

P [ o o [ |

20% 40% 60% 80% 100%
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In the European Union, 16% received advice from a private consultant, 5% received
advice from a public technology or innovation centre and 5% from both a private
consultant and a public technology or innovation centre.

Three of the new Member States stand out with relatively high proportions of
innovative enterprises confirming that they obtained advice services. Cyprus (55%),
Lithuania (47%) and Malta (46%) stand out with close to one in two enterprises
confirming that they obtained advice services for their innovation activities. The overall
“yes” results are shown in the tables of results in the annex. In this context it is worth
recalling our previous results where Lithuania and Malta stood out for the high
proportions of enterprises confirming that they successfully introduced innovative
products or services.

Our typology classification shows us that the two innovative groups, “local, dynamic”
and “successful, innovative”, have a relatively higher proportion of enterprises
which have sought advice services for their innovation activities compared to the
average result for the European Union. 63% of “local, dynamic” and 45% of
“successful, innovative” enterprises obtained advice services in the last two years
compared to an average result at the European Union level of 26%. This would tend to
suggest that there is a relationship between obtaining advice services and successful
innovations.

Q4. In the last two years, did you obtain advice services for
your innovation activities e.g. with business plans, market
research, patenting, finding innovation partners, or adopting
new manufacturing technology?

TOTAL Local, Successful,
(EU 25) dynamic innovative
Total Yes 26% 63% 459%
No, you did not
obtain such a
service 72% 36% 53%
[DK/NA] 2% 1% 2%
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Breakdown by company categories

The size of the company seems to influence how likely enterprises are to have
obtained advice services. As the graph below shows, medium and large enterprises are
more likely to have obtained advice services for their innovation activities than small
firms. This could be partly explained by the fact that larger enterprises are perhaps in
a better position financially to pay for the advice services of a private consultant.
Moreover, large enterprises have proven to be more innovation-oriented and have
taken steps to pave the way for success, one way of which has been to obtain advice
services for their innovation activities.

Q4. In the last two years, did you obtain advice services for your
innovation activities e.g. with business plans, market research,
patenting, finding innovation partners, or adopting new manufacturing
technology?

B Yes, from a public technology or innovation centre
@ Yes, from a private consultant

B Yes, from both

B No, you did not obtain such a service

O [DK/NA]

EU 25

COMPANY SIZE

20 - 49

50 - 249

250 - 499

0% 20% 40% 60% 80% 100%
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2.3. Hiring of new graduates
The human dimension is a key element for companies investing in innovation activities.
At this stage of our analysis, we will focus on the hiring of new university graduates
specifically in support of innovation activities.

2.3.1. Geographic location
Source questionnaire: Q8

- Recruiting of university graduates in support of innovation activities is primarily at
the national level -

The graph below shows the proportion of innovative enterprises which hired new
university graduates in support of their innovation activities from their country, other
Member States, the United States or another country.

Q8. In the last two years, in support of your innovation activities, did
your firm hire one or more new university graduates from the
following countries?

Response: YES

B EU 25 OEU 15 0O NMS

32%
a) [YOUR COUNTRY] 30%

43%

4%
5%
2%

b) Other European Union
Member States

1%
c) United States 1%

3%
d) Another country 3%
1%

0% 20% 40% 60%

Most new graduate hiring for innovation activities took place at the national level being
the case of close to one in three enterprises. There is a divergence in results between
the EU-15 group and the new Member States with a result of 30% in the former and
43% in the latter.

The free movement of people in the European Union has not yet been fully exploited
by firms with only 4% confirming that they hired new university graduates in support
of their innovation activities from another Member State.



EOS Gallup Europe Flash EB 164 “Innobarometer 2004” - Report p. 40

The table below shows from which areas enterprises hired new university graduates for
their innovation.

Q8. In the last two years, in support of your innovation activities, did
your firm hire one or more new university graduates from the following
countries?

Response: YES

b) Other
a) [YOUR European c) d)
Total Union United Another
COUNTRY]
Member States country
States

EU 25 4534 32% 4% 1% 3%
EU 15 3021 30% 5% 1% 3%
NMS 1513 43% 2% 0% 1%
EU 15

BE 208 20% 3% 0% 2%
DK 209 14% 4% 1% 3%
DE 300 31% 6% 0% 6%
EL 100 47% 5% 1% 0%
ES 300 37% 4% 1% 3%
FR 300 23% 3% 1% 1%
IE 99 33% 10% 0% 10%
IT 300 30% 1% 0% 1%
LU 100 15% 26% 2% 5%
NL 200 21% 5% 1% 1%
AT 200 31% 12% 1% 4%
PT 100 41% 2% 0% 1%
Fl 101 8% 1% 0% 2%
SE 204 48% 5% 2% 3%
UK 300 27% 8% 2% 6%
NMS

cy 100 34% 20% 8% 6%
cz 200 28% 2% 0% 1%
EE 100 19% 1% 0% 3%
HU 300 39% 1% 0% 1%
LV 108 38% 3% 0% 2%
LT 103 35% 1% 0% 2%
MT 100 33% 3% 0% 3%
PL 300 58% 1% 0% 1%
SK 102 29% 3% 1% 1%
SI 100 22% 0% 0% 1%

Looking first at the results for enterprises which hired national university graduates in
the past two years, Poland stands out with a result of 58% here. On the contrary,
Finland (8%) is where the lowest proportion of enterprises hired new national
university graduates for their innovation activities.

Enterprises in Luxembourg are much more inclined to look to other Member States
for new university graduates. This is most probably explained by its size and hence the
need to look beyond its borders for suitable employees.

In most Member States, enterprises have not hired graduates from the United States.
Cyprus is where the highest proportion of enterprises hired graduates from the other
side of the Atlantic, being the case of 8% of enterprises.
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Breakdown by company categories

As the graph below shows large firms and/or those with an increase in annual turnover
of over 5% are more inclined to have hired new national university graduates for their
innovation activities. We could presume that large firms or those which have
experienced a growth in terms of turnover are perhaps in a better position to hire new
graduates in support of their innovation activities.

Q8a. In the last two years, in support of your innovation activities,
did your firm hire one or more new university graduates from [YOUR
COUNTRY]? Response: YES

COMPANY SIZE

20-49 27%

50-249 42%

250 - 499 52%

CHANGE IN TURNOVER

Decreased | 24%
Increased <5% 1 | 28%
Increased 6%-25% 1 39%
Increased 25%t+ 1 47%
Did not change 1 28%

0% 20% 40% 609
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Our typology classification shows that a considerably higher proportion of “local,
dynamic” (44%) and “successful, innovative” (56%) firms hire new university
graduates from their country compared to the European Union average (32%).

Q8a) In the last two years, in support of your innovation
activities, did your firm hire one or more new university
graduates from [YOUR COUNTRYT]?

TOTAL Local, Successful,
(EU 25) dynamic innovative
Yes 32% 44% 56%
No 68% 55% 44%
[[DK/NA]| 0% 1% 0%

Compared to the European Union average (4%), “successful, innovative” firms
(20%) are more likely to hire new university graduates from other Member States.

Q8b) In the last two years, in support
of your innovation activities, did your
firm hire one or more new university
graduates from other European
Union Member States?

TOTAL Successful,
(EU 25) innovative
Yes 4% 20%
No 95% 79%
[DK/NA] 0% 1%

We could therefore presume that the hiring of new university graduates in support of
innovation activities is an element contributing to the successful innovations of this
group of enterprises.
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2.3.2. Specialisation field

Company managers who confirmed that they hired university graduates for their
innovation activities in the past two years were then asked to indicate which field these
new recruits had their degree in.

Source questionnaire: Q9

- Engineering as well as economics or business administration graduates seem to be
the most sought after qualifications for supporting firms innovative activities -

The graph below shows that most university graduates recently hired by firms had
degrees in either engineering (45% at the EU level) or economics or business
administration (42% at the EU level).

There is no distinction in results for the EU-15 group and the new Member States when
it comes to hiring new engineering graduates. However, firms in the new Member
States are considerably more inclined to hire economics or business administration
graduates (51%) compared to the EU-15 group (39%).

Q9. In which of the following fields did one or more of these
new employees have degrees in?

BEU25 DEUB ONMS
21%
Sciences 24%
9%
1 45%
Engineering 45%

| 45%

i 7%
Product Design 8%
4%
i 42%

Economics or Business
Administrati 39%
ministration ] 51%

15%
[OTHER] [SPECIFY] 16%
9%
2%
[DK/NA] [T 19
2%

0% 20% 40% 609

Due to the small respondent base in certain countries, our results at the Member State
level are not statistically reliable for analysis. However, the tables showing the detail
by country are included in the annex.
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Breakdown by company categories

As the graph below shows firms in industry and/or those with an increase in annual
turnover of over 25% are more inclined to have hired science graduates for their
innovation activities.

Q9. In which of the following fields did one or more of these new
employees have degrees in?
Response: Sciences

cuzs | 21%

SECTOR |
Industry | 28%

Construction 12%
I

Trade

Services 22%

CHANGE IN TURNOVER |
Decreased | 16%

Increased <5% ) 16%
Increased 6%25% | 20%

Increased 25%+ | | 30%

Did not change 1 24%

0% 20% 40% 60% 80% 100%

As the graph below shows, large firms and/or those in construction are more likely to
have hired engineering graduates for their innovation activities.

Q9. In which of the following fields did one or more of these new
employees have degrees in?
Response: Engineering

COMPANY SIZE

20-49 |42%

50 - 249 |46%

250 - 499 |58%

SECTOR

Industry | 61%

Construction | 71%

Trade | 29%

Services | 33%

0% 20% 40% 60% 80% 100%
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As we can see in the graph below, young firms, in trade and/or those with an increase
in annual turnover of over 25% are more inclined to have hired economics or business
administration graduates for their innovation activities.

Q9. In which of the following fields did one or more of these new
employees have degrees in?
Response: Economics or Business Administration
SECTOR |
Industry | | 32%
Construction 7:' 21%
Trade | ] 55%
Services | | 49%
COMPANY AGE
Before 1979 | | 40%
979-1998 | | 41%
Since 1999 | | 52%
CHANGE IN TURNOVER |
Decreased | | 39%
Increased <5% | ] 38%
Increased 6%-25% | | 45%
Increased 25%+ | ] 54%
Did not change | | 36%
0% 20% 40% 60% 80% 100%

The field of specialisation of newly recruited university graduates is, logically, closely
related to the sector of activity.



EOS Gallup Europe Flash EB 164 “Innobarometer 2004” - Report p. 46

2.3.3. Satisfaction level

Company managers who hired graduates from national universities in support of
innovation were asked to evaluate their level of satisfaction with their qualifications.

Source questionnaire: Q10

- Widespread satisfaction with national graduates’ level of qualifications -

Firms which hired graduates from national universities were almost unanimously
satisfied with their level of qualifications. This holds true for the EU-15 group as well as
the new Member States.

Q10. How satisfied were you with the level of qualifications of [NATIONALITY]
university graduates you hired?
B Total 'Satisfied" O Total 'Dissatisfied’ O [DK/NA]
EU 25 8% [3%0
EU 15 8% (3%
NMS 10% |2Po
0% 20% 40% 60% 80% 100%

Due to the small respondent base, some of the Member States results are not
statistically reliable for analysis. The detailed table of results is included in the annex.

Breakdown by company categories

As widespread satisfaction was observed, there is little distinction between company
categories.
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2.3.4. Public support
Here we will examine whether firms, which, confirmed that they previously hired new
university graduates, received a public subsidy to do so.

Source questionnaire: Q11

- Only one in ten firms obtained a subsidy for hiring new university graduates -

As the graph below shows one in ten firms which previously hired new university
graduates obtained a public subsidy for this.

Q11. In the last two years, did you receive a public subsidy to hire new
university graduates?

OYes B No O [DK/NA]

EU 25 | 9%

EU 15 | 8%

NMS 14% 84% 2P%o

0% 20% 40% 60% 80% 100%

Breakdown by company categories

Due to the low proportion of enterprises which received a public subsidy there is no
particularly striking tendency revealed for company categories.
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2.4. Training of staff

In this section we will look at the proportion of firms investing in training of their staff

in support of their innovation activities.

Source questionnaire: Q12

- Considerable divergence in the extent to which Member States invest in staff training
in view of supporting innovation activities -

The training of employees is an important indicator of a company’s commitment to

innovative activities. It is therefore not surprising to see that 62% of companies
engaged in innovative activities, allocate resources to the training of staff.

Q12. In the last two years, in support of your innovation activities, did any of
your staff attend formal training courses?

OYes B No O [DK/NA]
euzs 5%
eus | o
nwis | 5%
ok | G
€| iz
AT 7%
cz | &
u | %
ok | 5%
] 5%
cy | 65% 35%
se | 57%
PL | 57%
| 52%
EL | 51%
HU | 50%
ee | w
R | 7%
T | 7%
si | To%
DK | 43% 54% %
W] T
SK | 1% 550% 7%
BE | =%
NL | 32% 67%
Fl | 23% 76% I

0% 20% 40% 60% 80% 100%
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Germany (81%), Ireland (80%) and Austria (78%) stand out for the high
proportion of enterprises where staff attended formal training courses in order to
support the firms’ innovation activities.

The Benelux countries and Finland are where most enterprises did not invest in
employee training specifically dedicated to innovation activities.
Breakdown by company categories

There is an increasing relationship between size and the proportion of firms which
invest in staff training in order to support innovation activities.

Also, service firms can be distinguished for the relatively higher proportion of
enterprises where staff attended formal training courses in support of innovation
activities in the past two years.

Q22.In the last two years, in support of your innovation activities, did any of your staff attend
formal training courses?
Response: YES
COMPANY SIZE |
20-49 | | 61%
50-249 | | 65%
250-499 | |7o%
SECTOR |
Industry | | 57%
Construction | | 59%
Trade | | 59%
Services | | 69%
0% 2(;% 4(;% 6(;% 8(;% 100%
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2.4.1. Public support

Managers who confirmed that their staff attended formal training courses in support of
their firm’s innovation activities were then asked if they obtained any public support
for this training.

Source questionnaire: Q13

- Close to one in five firms which invested in training their staff in support of
innovation received public support -

Of those firms which invested in formal training courses for their staff in support of
their innovation activities, 17% obtained public support for this. However, as the graph
below shows, the extent to which countries have benefited from public support for
training of staff varies considerably across Member States.

Q13. Did you obtain any public support for your staff to attend these formal
training courses?

OYes B No 0O [DK/NA]
e 25 [
EU 15 [ T |
s [ |
cv
AT | 43% 53% 7%
L %
ES | 26% 69% 5%
-
PT | 26%
UK | 26% 70% %
BE | 25%
| 2%
N
IE | 21% 79%

IT 20% 80%

PL 20% 80%

DK 6% 82%
LU 16% 84%
Sk [ 1% 85%

HU 10% 89%

El 9% 91%
SE 9% 88%
EE 9% 91%

DE [ 8% 91%

LT 8% 92%
cz [e% 92%
LV [6% 94%

S| % 96%

0% 20% 40% 60% 80% 100%
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In Cyprus, a considerably higher proportion of firms benefited from public support for
training courses compared to other Member States, with as many as seven in ten
confirming that they obtained public assistance here.

In Austria and Greece public support for training also seems to be relatively more
developed than elsewhere in the European Union with over two in five firms receiving
such assistance for their staff’s participation in formal training courses in support of
innovation.

On the other hand, in ten Member States close to or, less than one in ten obtained
public support for staff training.

Breakdown by company categories

There are no particularly striking tendencies revealed at the company category level.
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2.5. Innovation network

A true European research area requires interaction between industry, government
research institutes and universities. In this section we will look at the proportion of
enterprises which confirm that they participated in an innovation network in the last
two years.

Source questionnaire: Q14

- Only 13% of firms participated in an innovation network over the past two years -

The proportion of enterprises which confirm that they participated in an innovation
network including other firms, universities or research institutes is very low (an
average of 13%) compared to other activities tested in this survey. Knowledge sharing
through networking does not seem to be a priority among firms’ innovation activities.

Q14. In the last two years, did your firm participate in an innovation network
including other firms, universities, or research institutes?

OYes B No O [DK/NA]

EU25 13% 86%

EUB 14% 85%
NMS [7% 92%

s 37%
Fi | 7%
o | 7%
N | 7%
) —
LT | % 83%

DE | 6% 84%

oe [ v

e —————————§
st | % 83% 3%
w [ o% T

ES

PT
FR |
LU
EE
EL |
PL |
HU
cy
SK
cz |

0% 20% 40% 60% 80% 100%
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It is interesting to note that the Nordic Member States are where most firms
participated in an innovation network with Sweden ranking highest at 37%.

In twenty Member States less than one in five firms participated in an innovation
network in the last two years. It would be safe to say that there is ample room for
improvement in European firm’s participation in innovation networks.

Breakdown by company categories

As the graph above shows there is an increasing relationship between the size of the
firm and how likely they are to participate in an innovation network including other
firms, universities or research institutes.

Q14. In the last two years, did your firm participate in an innovation
network including other firms, universities, or research institutes?
Response: YES

COMPANY SIZE
20-49 11%
50 - 249 17%
250 - 499 22%
0% 2(;% 4(;% 60%

Turning now to our typology groupings, it seems that a relatively higher proportion of
the “successful, innovative” group (36%) has participated in an innovation network
including other firms, universities or research institutes compared to the average
proportion at the European Union level (13%b).

The example set by this “model” group should inspire the “small, local, static”, the
“exporting, non-innovative” as well as the “secure, public sector clients” groups
to participate in an innovation network.

Q14. In the last two years, did your firm
participate in an innovation network including
other firms, universities, or research

institutes?
TOTAL Successful,
(EU 25) innovative
Yes 13% 36%
No 86% 62%
[[DK/NA] 1% 2%
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2.5.1. Public support

In this section we will first look at whether or not the innovation network in which firms
participated, obtained public assistance or subsidies. We will then examine the level of
public support given to firms for their collaboration on innovation with other firms,
universities or research institutes.

Source questionnaire: Q7 & Q15

- Only 7% of enterprises interviewed received public support for collaborating on
innovation with other firms, universities or research institutes -

Public support for innovation network

Firms which previously confirmed that they participated in an innovation network
including other firms, universities or research institutes were asked if they received
public support for this. As we saw in the previous subsection, an average of 13% of
firms confirmed their involvement in such a network. Consequently, we are dealing
with such a small proportion of the overall sample that our respondent base is not
sufficient for analysing results at the Member State level.

Q15. Did this network receive any form of public assistance or subsidy?
OYes B No O [DK/NA]
EU 25 36% 12%
EU 15 37% 11%
NMS 31% 19%
0% 20% 40% 60% 80% 100%

Of those firms which participated in an innovation network with other firms,
universities or research institutes, an average of 36% confirmed that this network
received some form of public assistance or subsidy. Slightly more networks in the EU-
15 group (37%) received public support compared to those in the new Member States
(31%).
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Public support for collaboration on innovation

Unlike the previous question which focused on public support granted to an innovation
network, here we will look at the proportion of firms which received public support for
their collaboration on innovation with other firms, universities or research institutes. At
the EU level only 7% of firms received public support for collaborating on innovation
with other firms, universities or research institutes.

Q7. In the last two years did you obtain public support to collaborate on
innovation with other firms, universities or research institutes?

OYes ENo O [Not relevant — do not collaborate with others] O[DK/NA]

Euzs 7o I T R ||
Hhwew  on )
N s |57 1 |

ES [ 1% 84%
AT [ T% 85% []

F [
DK [[9% 90% []
S o ————————————————

sl 8% 92%

DE [ 7% 92% 1

NL [7% 92%

UK [7% 86% B[]

T [6% 94%

HU [T6% I T 5|
MT [6% 88% 5%
PL [6% 94%
PT [5% 90% 3]
cY [5% 95%
BE [4% 94% [Tl
FR [4% 96%
cz 7% 92% 2%
ey %%

LT [ - |
sk [ 1 |

E B% 92% 2%
LU B% 96%

EL 1] 98%

EE 63% 37%

0% 20% 40% 60% 80% 100%

As the graph above shows in all Member States, close to, or less than one in ten firms
obtained public support for collaborating on innovation with other firms, universities or
research institutes.
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Breakdown by company categories

As the graph below shows, large firms seem more likely to have participated in a
network which received public support.

Firms which confirmed that their turnover increased by over 25% between 2002 and
2003 are more inclined to have participated in a network which received some form of
public assistance or subsidy.

Q15. Did this network receive any form of public assistance or
subsidy?
Response: YES
Ev 25 [ 360
COMPANY SIZE |
20 - 49 | | 36%
50 - 249 | 1 36%
250 - 499 | | 42%
CHANGE IN TURNOVER |
Decreased | | 3526
Increased <5% | | 3296
Increased 6%-25% | | 35%
Increased 25%-+ | | 5496
Did not change | | 3926
0% 20% 40% 60% 80% 100%

Earlier we noted that the participation rate of the “successful, innovative” group in
an innovation network was considerably higher than the average result. Our typology
breakdown shows that networks in which the “successful, innovative” group (58%)
partook were more likely to have received public support than the average result for
the European Union (36%).

Q15. Did this network receive any form of
public assistance or subsidy?

TOTAL Successful,
(EU 25) innovative
Yes 36% 58%
No 52% 32%
[DK/NA] 12% 10%
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3. Regulations

3.1. Market for innovative products

In this section we will look at the group of enterprises which previously confirmed that
they successfully introduced new or significantly improved products or services. This
group were asked if their firm launched their new product or service on the national
market or in other Member States.

Source questionnaire: Q20

- Product and service innovations primarily introduced on national markets -

At the European Union level, of those enterprises which successfully introduced an
innovative product or service, 59% confirmed that this was launched on the national
market and 25% indicated that this was introduced in the market of one or more other
Member States.

Q20. In the last two years, did your firm introduce a new product or service on the market
in....?
Response: YES

Oa) [YOUR COUNTRY]
B b) Oneormore other Member States of the European Union
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As the graph above shows for each Member State, there is a considerable difference in
the proportion of enterprises which launched their innovative product on the national
market and those which launched their innovative product in one or more other
Member States. This would tend to imply that on the whole, innovative firms are not
exploiting the opportunities of the Single Market.

Slovakia (43%), Austria (42%) and Denmark (41%) are the Member States where
the highest proportion of firms, which launched an innovative product or service, did so
in at least another Member State. Latvia and Lithuania lie at the other end of this
scale with respective results of 14% and 13%.

Breakdown by company categories

The table below shows the company category breakdown of results for the market in
which firms successfully introduced a new product or service.

In the last two years, did your firm introduce a new product or service on
the market in? Response: YES

b) One or more
other Member
States of the

European Union

Total a) [YOUR COUNTRY]

EU 25 3313 59% 25%

Company size

20 - 49 1906 54% 21%
50 - 249 940 69% 35%
250 - 499 467 75% 43%
Sector

Industry 1152 69% 44%
Construction 300 40% 10%
Trade 817 61% 25%
Services 1044 55% 14%
Change in turnover

Decreased 421 53% 23%
Increased =5% 721 54% 17%
Increased 6%-25% 1122 65% 29%
Increased 25%+ 251 79% 41%
Did not change 649 56% 25%

It is interesting to note the parallel tendencies between the type of firm which
introduced their innovative product on the national market and those which did so in
another Member State. In both instances, large firms, in the industrial sector and/or
with an increase in turnover of over 25% are more inclined to have either launched
their new product or service on the national market or in another Member State.
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Looking at our typology classification, the “successful, innovative” group can be
distinguished once again as 77% of this group confirm that they introduced a new
product or service in their country compared to an average of 59% for the European

Union.

The “successful, innovative” firms also stand out with 48% of this type indicating
that they introduced a new product or service in one or more other Member States of
the European Union compared to an average of 25% in the European Union.

Q20a) In the last two years, did your firm
introduce a new product or service on the market

in [YOUR COUNTRY]?

TOTAL Successful,
(EU 25) innovative
Yes 59% 77%
No 41% 23%
[DK/NA] 0% 0%

Q20b) In the last two years, did your firm
introduce a new product or service on the market
in one or more other Member States of the

European Union?

TOTAL Successful,
(EU 25) innovative
Yes 25% 48%
No 74% 52%
[DK/NA] 0% 0%

This result would tend to confirm the relationship identified earlier whereby a
successful innovation policy is based on openness towards the export market.
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3.2. Competitive impact of national regulations

What is the impact of national regulations on competitive advantage? In this section
we will first look at the impact of compliance with national regulations for product or
services innovations before assessing the impact of meeting national regulations for
innovations in processes.

3.2.1. On product innovations
Enterprises which confirmed that they introduced a new product or service in their

national market were asked if the need to meet any of a number of national
regulations placed their firm at a competitive disadvantage.

Source questionnaire: Q21

- Only a minority perceive compliance with national regulations for product innovation
as an impediment to their firm’s competitiveness -

Safety and environmental regulations are considered to have a more negative impact
on firm’s competitiveness than the two other regulations tested in this question.

Q21. Did the need to meet any of the following [NATIONAL]
regulations for your new products or services place your firm at
a competitive disadvantage compared to your competitors?
Response: YES

B EU 25 O EU 15 O NMS
Envi | 20%
nvironmen
a) 0 . ental 23%
regulations
12%
b)C . 14%
nsumer pr ion
) Consu elpotecto 14%
regulations
11%
22%
c) Safety regulations 24%
15%
d) Regulations that 5%
determine product design 15%
characteristics 14%
0% 20% 40% 609

For 22% of enterprises in the European Union which introduced a new product or
service on their national market, their managers are of the opinion that compliance
with safety requlations placed their firm at a competitive disadvantage. One in five is
of this opinion with regard to environmental regulations.

An average of 14% of managers which were asked this question are of the opinion that
compliance with consumer protection regulations while 15% believe that regulations
determining product design characteristics put their firm at a competitive
disadvantage.
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The table below shows the proportion of enterprises at the Member State level which
introduced a new product or service on their national market and, according to
managers, meeting the corresponding national regulation placed their firm at a
competitive disadvantage.

Q21. Did the need to meet any of the following [NATIONAL] regulations for your new
products or services place your firm at a competitive disadvantage compared to your
competitors?

Response: YES

d)
b) Regulations
a) that
. Consumer c) Safety .
Total Environmental . . determine
. protection regulations
regulations . product
regulations .
design
characteristics
EU 25 2101 20% 14% 22% 15%
EU 15 1340 23% 14% 24% 15%
NMS 761 12% 11% 15% 14%
EU 15
BE 80 19% 9% 20% 12%
DK 122 12% 9% 7% 4%
DE 156 24% 18% 25% 20%
EL 39 13% 14% 19% 8%
ES 110 11% 7% 11% 7%
FR 124 25% 11% 23% 16%
IE 41 26% 20% 23% 12%
IT 107 18% 11% 21% 4%
LU 34 23% 7% 26% 22%
NL 90 24% 12% 22% 11%
AT 113 18% 11% 19% 8%
PT 45 27% 7% 21% 20%
Fl 54 13% 6% 15% 11%
SE 106 15% 10% 14% 10%
UK 119 30% 19% 39% 20%
NMS
cY 45 20% 23% 23% 17%
cz 110 12% 8% 11% 3%
EE 43 6% 5% 5% 9%
HU 118 14% 5% 10% 2%
LV 37 12% 9% 8% 6%
LT 53 16% 17% 18% 18%
MT 62 12% 12% 13% 7%
PL 194 11% 14% 18% 21%
SK 45 5% 8% 10% 4%
SI 54 11% 9% 14% 4%

Looking first at environmental reqgulations, at least one in four managers of enterprises
in the United Kingdom (30%), Portugal (27%), Ireland (26%) and France (25%)
which introduced a new product or service on their national market were of the opinion
that meeting the requirements of national environmental regulations put their firm at a
competitive disadvantage.
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Breakdown by company categories

Q21. Did the need to meet any of the following [NATIONAL] regulations for your
new products or services place your firm at a competitive disadvantage
compared to your competitors?

Response: YES

b) d) Regulations
. =) Consumer c) Safety that determine
Total Environmental - - .
. protection regulations product design
regulations . o
regulations characteristics
EU 25 2101 20% 14% 22% 15%
Sector
Industry 791 27% 11% 23% 18%
Construction 138 23% 19% 38% 20%
Trade 550 17% 21% 22% 12%
Services 622 15% 11% 17% 12%
Company age
Before 1979 1081 25% 15% 26% 15%
1979 - 1998 852 17% 14% 19% 15%
Since 1999 165 13% 9% 15% 10%
Change in turnover
Decreased 244 16% 10% 20% 15%
Increased <5% 444 23% 13% 22% 11%
Increased 6%-25% 763 18% 13% 19% 13%
Increased 25%-+ 188 21% 12% 24% 24%
Did not change 382 25% 16% 27% 15%

It is interesting to note that depending on the sector of activity, managers’ views vary
here. Companies in industry are more inclined to perceive compliance with national
environmental regulations as having been an impediment to their competitiveness than
firms in other sectors of activity.

Firms in trade and construction tend to be of the opinion that meeting the
requirements of national consumer protection regulations for the introduction of their
new product or service placed their company at a competitive disadvantage. Managers
of firms in construction are more likely to believe that safety requlations put their
company at a competitive disadvantage. These differences in attitudes are to be
expected as the impact of these national regulations differs from sector to sector.

Firms created prior to 1979 are more likely to believe that compliance with
environmental and/or safety requlations placed their firm at a competitive
disadvantage when launching their new products or services on the national market.
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How do our “local, dynamic” and “successful, innovative” firms perceive the impact
of national regulations on their product innovations?

A slightly higher proportion of “successful, innovative” firms are of the opinion that
compliance with national environmental regulations in their product innovation placed
their firm at a competitive disadvantage. This is in line with the tendency observed
above where firms in industry are more critical of the competitive impact of
environmental regulations in their product or service innovations.

Q21a) Did the need to meet any of the following
[NATIONAL] regulations for your new products or services
place your firm at a competitive disadvantage compared
to your competitors? Environmental regulations

TOTAL Successful,
(EU 25) innovative
Yes 20% 24%
No 78% 74%
[DK/NA] 2% 2%

The “local, dynamic” group (22%) is more inclined to perceive compliance with
consumer protection requlations in their product innovation as having a competitive
disadvantage compared to the average result for the European Union (14%0).

Q21b) Did the need to meet any of the following
[NATIONAL] regulations for your new products or services
place your firm at a competitive disadvantage compared
to your competitors? Consumer protection regulations

TOTAL Local,

(EU 25) dynamic
Yes 14% 22%
No 84% 76%
[DK/NA] 3% 2%
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3.2.2. On process innovations

In this section we will look at the impact national regulations have on innovative firm’s
competitiveness. Enterprises which confirmed that they introduced new or significantly
improved processes for delivery systems, production or logistics were asked if the need
to meet any of a number of national regulations placed their firm at a competitive
advantage.

Source questionnaire: Q23

- Only a minority perceive compliance with national regulations for process innovation
as an impediment to their firm’s competitiveness -

The graph below shows the proportion of enterprises which introduced a new or
improved process in the last two years and, according to managers, meeting the
environmental, consumer protection or safety regulations placed their firm at a
competitive disadvantage.

Q23. You said you introduced new or improved processes in the
last two years. Did the need to meet any of the following
[NATIONAL] regulations place your firm at a competitive

disadvantage compared to your competitors?
Response: YES

B EU 25 OEU 15 0O NMS

19%

a) Environmental
regulations

20%

14%

2%
b) Consumer protection

. 12%
regulations

12%

23%
c) Safety regulations 24%
| 7%

0% 20% 40% 609

23% of managers whose firm implemented a new or improved process felt that
compliance with national safety requlations placed their company at a competitive
disadvantage. 19% are of this opinion with regard to environmental regulations and
12% when it comes to consumer protection regulations.

As the graph above shows there is a difference in opinion for the EU-15 group and the
new Member States regarding compliance with environmental and safety regulations.
Managers of firms in the EU-15 group (24%) are more inclined to criticise the effect of
meeting the requirements of national safety regulations on their firm’s competitiveness
compared to firms in the new Member States (17%). Similarly, a higher proportion of
executives of firms in the EU-15 group (20%) consider that compliance with national
environmental regulations puts their firm at a competitive disadvantage compared to
managers in the new Member States (14%o).
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It is worth noting that in these three geographic areas, the results are very similar to
those observed in the previous subsection for the competitive impact of regulations on
product innovation.

Q23. You said you introduced new or improved processes in the last
two years. Did the need to meet any of the following [NATIONAL]
regulations place your firm at a competitive disadvantage compared
to your competitors?

Response: YES

b)
. =) Consumer c¢) Safety
Environmental . -
. protection regulations
regulations :
regulations

EU 25 2494 19% 12% 23%
EU 15 1721 20% 12% 24%
NMS 773 14% 12% 17%
EU 15
BE 105 31% 13% 21%
DK 143 15% 5% 13%
DE 188 23% 17% 27%
EL 48 7% 16% 13%
ES 201 11% 5% 10%
FR 131 20% 8% 33%
IE 63 30% 11% 25%
IT 186 15% 8% 20%
LU 53 21% 5% 19%
NL 88 19% 9% 25%
AT 145 19% 11% 17%
PT 61 27% 22% 20%
FI 42 12% 5% 10%
SE 107 15% 4% 8%
UK 160 25% 13% 35%
NMS
cY 61 16% 17% 22%
cz 100 13% 7% 13%
EE 43 8% 0% 5%
HU 103 18% 4% 11%
Lv 63 19% 9% 16%
LT 48 16% 7% 12%
MT 57 18% 6% 14%
PL 191 15% 16% 21%
SK 45 4% 5% 6%
Sl 62 19% 12% 23%

Looking first at safety requlations, managers of firms in the United Kingdom, 35%
and France, 33% are most inclined to claim that compliance with these national
regulations in their process innovations put their firm at a competitive disadvantage.
As observed in the previous subsection, the United Kingdom ranked highest for the
proportion of managers considering that compliance with safety regulations in product
innovation placed their firm at a competitive disadvantage. In contrast, firms in
Estonia and Slovakia are less critical of safety regulations for this reason with
respective “yes” results of 5% and 6%.
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Turning now to environmental regulations, managers of companies in Belgium (31%)
and Ireland (30%), seem to be more critical of the competitive impact of meeting
these national regulations when introducing new or improved processes. Ireland stood
out in the previous subsection for the relatively high proportion of managers of the
opinion that meeting the requirements of national environmental regulations in product
innovation had a negative impact on their competitive advantage. The impact of
national environmental regulations for innovation in processes on firm’s
competitiveness is considerably less significant in Slovakia (4%) and Greece (7%).

Consumer protection requlations seem to be more of an issue for firm’s
competitiveness according to managers of enterprises in Portugal (22%) compared to
other Member States.

Breakdown by company categories

Q23. You said you introduced new or improved processes in the last two years.
Did the need to meet any of the following [NATIONAL] regulations place your
firm at a competitive disadvantage compared to your competitors?
Response: YES

a) b)
. Consumer c) Safety
Environmental . .
. protection regulations
regulations .
regulations

EU 25 2494 19% 12% 23%
Company size
20 - 49 1389 19% 13% 24%
50 - 249 714 20% 11% 23%
250 - 499 391 15% 5% 18%
Sector
Industry 932 21% 9% 23%
Construction 227 25% 12% 32%
Trade 615 17% 17% 24%
Services 720 16% 13% 20%

Looking first at safety reqgulations, firms in the construction sector are more inclined to
consider that meeting these national regulations for the introduction of new or
improved processes put their firm at a competitive disadvantage compared to other
sectors of activity. A similar tendency was observed regarding compliance with national
safety regulations in product innovation.

Small and medium-sized firms and/or enterprises in trade seem to be more likely to
consider that meeting national consumer protection regulations put their firm at a
competitive disadvantage. It is worth recalling that firms in trade were distinguished in
the previous subsection for the relatively higher proportion of firms in this sector
considering that compliance with national consumer protection regulations in their
product innovation had a negative impact on their competitiveness.
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Looking now at our typology classification, the “small, local, static” group seem to
have a slightly more negative perception of the impact of national safety regulations
on their firm’s competitiveness being the point of view of 28% of this group compared
to the average result of 23%.

Q23c) Did the need to meet any of the
following [NATIONAL] regulations place
your firm at a competitive disadvantage
compared to your competitors?
Safety regulations

TOTAL Small, local,
(EU 25) static
Yes 23% 28%
No 75% 71%
[DK/NA] 2% 1%
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3.3. Member States regulations compared

In this section enterprises which introduced a new product or service in both their own
country and in at least another Member States, were asked to assess in which Member
State product regulations are the least burdensome and in which Member State
product regulations are the most burdensome.

Source questionnaire: Q22

- One in four managers whose firm has launched an innovative product on the national
and European Union markets perceive Germany as being the Member State with the
most burdensome product regulations -

Close to one in two enterprises interviewed did not or could not identify a Member
State in which the product regulations are the least burdensome.

There is no one Member State which stands out for having the least burdensome
product regulations. The highest results here, although still low, were for Spain (7%),
Poland (6%) and Italy (5%). With regard to the average result for Spain, there is a
marked distinction in results between the EU-15 group (8%) and the new Member
States (0%).

Turning now to perceptions regarding the Member State where product regulations are
the most burdensome. As observed for “least burdensome” responses, a high “don’t
know/no answer” rate also occurred here (40%).

However, opinions of European enterprises are relatively more decided in their
identification of a Member State where product regulations are the most burdensome.
An average of 27% of managers interviewed considers that Germany has the most
burdensome product regulations compared to all other Member States.

Due to the relatively small respondent base in many countries for this question, our
results here are not statistically reliable for analysis by Member State.
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Breakdown by company categories

Since Germany is the Member State which clearly stands out from all others, it is also
the country where the most interesting variations by company category emerge.

Small and medium-sized enterprises are more inclined to perceive Germany as the
Member State where product regulations are the most burdensome.

Taking the sector of activity, firms in industry or services tend to perceive Germany as
being the Member State with the most burdensome product regulations.

Q22.Based on your own experience, in which of the 25 M ember States are product regulations the
most burdensome? This may or may not be your own country:
Response:GERM ANY

COMPANY SIZE |
20-49 | ] 27%
50-249 | ] 28%
250-499 [ ]18%
SECTOR |
Industry | ] 29%

Construction 9%
Trade 21%

Services | 29%
COMPANY AGE |
Before®79 [ ]23%
1979 - 1998 | ] 31%

Since 1999 24%

CHANGE IN TURNOVER

Decreased | ] 41%
Increased <5% | 12%
Increased 6%-25% | ] 30%
Increased 25%+ | | 30%

Did not change ) 25%

0% 20% 40% 60% 80% 100%
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4. Evaluation of public support

4.1. Impact of public support on innovative activities

In this section we will focus on enterprises which received some form of public support
in the last two years.

Source questionnaire: Q18 & Q19

- The consequences of public support on innovation projects are varied although cost
savings and quality emerge on top -

As the graph below shows the consequences of public support for innovation projects
are varied. For 20% of firms which received some form of public support, the main
result of this was that it helped reduce costs. 18% of executives are of the opinion that
the primary result of public support was to improve the quality of innovations. For 12%
of enterprises, the main consequence of public support was to help speed up the
innovation process. For one in four enterprises interviewed there was no notable effect
on the innovation process.

Q18. Which of the following was the main result of all forms of public
support you received in the last two years for your innovation
projects?

B Helped speed up the innovation process

O Helped reduce your costs to innovate

O Helped improve the quality of your innovations
0O Helped reduce risks

O No notable effect onyourinnovation process

O [OTHER]
O [DK/NA]

EU25 12% 20% 18% 8% 26% By  13%

EUB 11% 20% 18% 8% 27% Bod  13%

NMS 13% 21% 18% 7% 25% 5% 12%

0% 20% 40% 60% 80% 100%
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However, in spite of the confirmed benefits of public support presented above, when
this group was asked whether public support in the last two years was crucial to any of
their innovation projects, 71% responded “no”.

Q19. Was public support in the last two years crucial to any of your innovation
projects, such that the innovation would not have been developed without the
support?

OYes B No O [DK/NA]

EU 25 24% 71%0

EU 15 25% 71%0

NMS 21% 75%0 )

a S
W > L

0% 20% 40% 60% 80% 100%

Due to our reduced respondent base in certain Member States, the country results are
not statistically reliable for analysis. The detailed tables of results are included in the
annex.
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Breakdown by company categories

Looking first at the type of enterprises which are inclined to have primarily benefited
from public support through a reduction of costs, it seems that the company size bears
an influence. Large firms are more inclined to confirm that the main result of public
support was in terms of cost savings than those in smaller firms.

Q18. Which of the following was the main result of all forms of public support you received in the
last two years for yourinnovation projects?
Response:Helped reduce your costs to innovate

COMPANY SIZE |
20-49 | 19%
50 - 249 | 20%
250-499 | 27%
0% 2(;% 4(;%

Companies in trade or services and/or those with an increase in annual turnover of
more than 25% tend to identify quality as the main beneficial factor of public support.

Q18. Which of the following was the main result of all forms of public support you received in the
last two years for your innovation projects?
Response:Helped improve the quality of innovations

SECTOR |

Industry | | 14%
Construction 7:' 12%
Trade | | 24%
Services | | 22%

CHANGE IN TURNOVER

Decreased 12%

Increased <5% | | 199%
Increased 6%-25% | | 21%
Increased 25%r | | 24%
Did not change | | 17%

0% 20% 40%
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The graph below shows innovative enterprises which are more inclined to consider that
the innovation project would not have been possible without public support.
Enterprises in construction, trade and/or those with an increase in annual turnover of
between 6% and 25% are more inclined to be of this opinion.

Q19. Was public support in the last two years crucial to any of your innovation projects, such that
the innovation would not have been develo ped without the support?
Response:NO

SECTOR

Industry | | 69%
Construction | |82%
Trade | | 79%
Services | | 67%

CHANGE IN TURNOVER

Decreased | 73%
Increased <5% | | 68%
Increased 6%-25% | | 78%
Increased 25%+ 1 | 67%
Did not change | | 67%

0% 20% 40% 60% 80% 100%
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4.2. Evaluation of public support

Managers whose enterprise received at least two forms of public support were asked to
identify the two types of support which were the most valuable to their firm.

Source questionnaire: Q17

- For one in two firms, public support for training of staff is considered to be the most
valuable form -

The table below ranks the types of public support which were most valuable to
recipient firms in the European Union. Public support for training staff in order to
improve innovation capabilities stand out from all others. Here, one in two firms
identified this as the most important form of public support they received. Ranking
next at 44% is public support for the introduction of new or significantly improved
processes.

Q17. You stated that you received public support for ..... Which of these was the most
valuable to your firm? Firstly? Secondly? Public support for...
Total

EU 25 Firstly Secondly | (Firstly &

Secondly)
f) '_I'ralnlng your staff to improve your firm’s 51% 26% 77%
ability to innovate
h) Introducing new or significantly improved 44% 24% 68%
processes
c) Carrying out in-house rese(_:lrch_ or research 3506 24% 59%
contracted out to other organisations
d) _Collap_oratmg on mnoyatnpn with other firms, 3206 28% 59%
universities or research institutes
e) I_—Il_rl_ng new graduates for your innovation 29% 33% 62%
activities
b) Conducting markef( research for introducing 2704 24% 51%
new products or services
a) Advice services for innovation activities 21% 33% 54%
Q) H_e!plng an innovation network in which you 21% 33% 54%
participated
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The table below shows the ranking of results for the EU-15 group. Compared to the
overall results for the European Union, the order of importance according to managers
“firstly” responses is similar.

Q17. You stated that you received public support for ..... Which of these was the most
valuable to your firm? Firstly? Secondly? Public support for...
Total

EU 15 Firstly Secondly | (Firstly &

Secondly)
f) '_I'ralnln_g your staff to improve your firm’s 54% 23% 77%
ability to innovate
h) Introducing new or significantly improved 44% 24% 68%
processes
¢) Carrying out in-house resegrch_ or research 35% 250 60%
contracted out to other organisations
d) .Colla_b_oratlng on |nnoyat|_on with other firms, 3304 24% 580
universities or research institutes
e) lelpg new graduates for your innovation 26% 33% 59%
activities
b) Conducting marke_t research for introducing 2504 2505 50%
new products or services
a9) H-el'plng an innovation network in which you 2204 34% 56%
participated
a) Advice services for innovation activities 19% 34% 52%

The ranking order of the value of public support shows that the form of public support
most appreciated by managers in the new Member States is different. Here, 47% of
managers interviewed are of the opinion that, of the various forms of public support
they received, that obtained for conducting market research for the introduction of new
products or services was the most important. However, as was the case for the overall
European Union and the EU-15 group, public support for “introducing new or
significantly improved processes” is considered to be the second most important form
of support for managers of firms in the new Member States.

Q17. You stated that you received public support for ..... Which of these was the most
valuable to your firm? Firstly? Secondly? Public support for...
Total

NMS Firstly Secondly | (Firstly &

Secondly)
b) Conducting marke_t research for introducing 47% 20% 67%
new products or services
h) Introducing new or significantly improved 42% 24% 66%
processes
a) Advice services for innovation activities 39% 27% 66%
e) I_—Il_rl_ng new graduates for your innovation 37% 3206 70%
activities
f) '_I'_ralnlng your staff to improve your firm’s 36% 420 78%
ability to innovate
c) Carrying out in-house resegrch_ or research 3506 17% 5206
contracted out to other organisations
d) .Colla_b_oratlng on |nnoyat|_on with other firms, 18% 5506 74%
universities or research institutes
Q) H_el_plng an innovation network in which you 15% 16% 31%
participated
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Public support for training staff with a view to boosting the innovative capabilities of
firms, which ranks highest at the overall European Union level and for the EU-15
group, is only considered to be the most important form of public support by 36% of
managers interviewed in the new Member States. Although, looking at the total “firstly
and secondly” ranking this item figures highest, being recognised by 78% of managers
as being one of the top two most valuable forms of public support.

Due to the particularly small respondent base for Member States we cannot carry out
an analysis at this level. The detailed tables of results are however included in the
annex.
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Breakdown by company categories

The table below shows the company category breakdown of results for the item
“training your staff to improve your firm’s ability to innovate”, which ranks highest at
the European Union level.

Q.17
f) Training your staff to improve your firm’s ability to innovate
. Firstly &

Total Firstly Secondly Secondly
EU 25 250 51% 26% 77%
Company size
20 - 49 135 50% 25% 75%
50 - 249 71 53% 32% 85%
250 - 499 44 56% 14% 70%
Sector
Industry 88 42% 24% 67%
Construction 24 63%0 22% 86%
Trade 43 56% 27% 83%
Services 95 53% 27% 80%

Companies in construction can be distinguished as having a relatively higher proportion
confirming that this form of public support was most valuable to their firm.
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Looking now at the item which ranked as the second most important form of public
support; “introducing new or significantly improved processes”.

Q.17
h) Introducing new or significantly improved processes
Total Firstly Secondly Rl
Secondly
EU 25 182 44% 24% 68%
Company size
20 - 49 75 529% 21% 73%
50 - 249 59 36% 28% 64%
250 - 499 48 25% 29% 54%
Sector
Industry 93 56%0 15% 70%
Construction 11 13% 38% 51%
Trade 27 53% 29% 83%
Services 51 24% 33% 57%
Company age
Before 1979 101 38% 24% 62%
1979 - 1998 72 49% 22% 71%
Since 1999 9 66920 34% 100%
Change in turnover
Decreased 20 77% 1% 78%
Increased <5% 42 32% 39% 71%
Increased 6%-25% 71 45% 17% 62%
Increased 25%+ 17 44% 35% 80%
Did not change 27 49% 20% 69%

With regard to company size, small firms are more inclined to identify public support
for the introduction of new or significantly improved processes as being most valuable
to their firm compared to medium and large companies.

Firms in industry and trade can also be distinguished for the relatively high proportion
of managers recognising this form of public support as being most beneficial to their
company.

Recently established firms and/or those with an annual decrease in turnover can be
singled out for the relatively higher proportion of managers confirming that public
support for the implementation of new or significantly improved processes was most
valuable to their firm over all other types of public support they received.
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4.3. Evaluation of Member States Government promotion of innovation

All respondents were asked to identify the Member State government which is most
effective in promoting and supporting innovation.

Source questionnaire: Q28

- Germany is the Member State which managers consider to be the most effective in
promoting and supporting innovation -

At the EU-25 level, the Member State which seems to inspire the highest level of
confidence for its government’s promotion and support of innovation is Germany,
being selected by 14% of managers. It is worth recalling that earlier we saw that
Germany is the Member State which was perceived to have the most burdensome
product regulations in all of the European Union, being the point of view of one in four
managers. Although, we are referring to two different issues here, managers in the
European Union seem to be more aware of the innovation policy of the German
government than that of any other Member State government.

Breakdown by company categories

There are no particularly striking tendencies revealed at this level of detail.



EOS Gallup Europe Flash EB 164 “Innobarometer 2004” - Report p. 80

CONCLUSION

In 2001, 2002 and 2003, the objective of the Innobarometer survey was to assess
European companies’ investments in innovation and the output achieved. In addition,
this survey examined the driving forces for innovation, companies’ needs in order to
innovate, as well as the development of new managerial approaches to innovation. A
further aim was to assess how the Single Market can be of further benefit to
companies in the European Union. The approach in this latest wave differs in that
it specifically focuses on companies which have recent experience (i.e. in the
last two years) of innovative activities. The objective of this approach is to assess
how firms innovate and how they support their innovative activities. A further aim of
this research is to examine managers’ views on national regulations as well as firms’
experience of public support.

Innovation: types and markets

In the last two years, the innovative activities of firms interviewed focused on the
successful launch of new or significantly improved products or services and 56%
implemented innovative processes

In each Member State, a majority of enterprises recently involved in innovative
activities have pursued their innovative efforts through to the final implementation
stages with the successful launch of products or services on the market. As our
definition confirms, innovation does not only concern products but also processes.
Innovation in processes is less widespread in each Member State. However, in most
Member States, a majority of firms interviewed have introduced new or improved
processes. It is interesting to note that large firms and/or companies in the industrial
sector are more inclined to have introduced innovative processes in the last two years.
This result is not so surprising given the fact that firms in the industrial sector have
traditionally sought to innovate processes. For example, the principle of standardised
of procedures, which has been formulised through the ISO certification, originated in
industrial firms. This concept has since been transplanted to service based firms.

The vast majority of innovative enterprises have not taken steps to protect their
invention through patenting or trademark registration

Only 12% of firms recently involved in innovative activities have applied for a patent
and 14% have registered one or more international trademarks. As we saw for
innovative processes, large firms and/or those in the industrial sector stand out for the
relatively higher proportions which have applied for patents or registered an
international trademark. This could be explained by a tradition of innovating in these
firms or perhaps their innovation is better suited to patenting compared to the
innovations of service-based firms. A relatively higher proportion of firms in the
“successful, innovative” group took steps to protect their intellectual property.
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Supporting innovative activities

One in two firms interviewed in the EU carried out in-house research in the past two
years and one in three conducted market research studies

Research which is the traditional lifeline of innovation continues to be prioritised by one
in two enterprises recently involved in innovative activities. However, more of these
firms conduct in-house research (53%) than those which contract this out to other
firms, universities or research institutes (20%). Finland is the only Member State
where a majority of companies recently involved in innovative activities outsource
Research and Development. That said, along with Italy (75%), Finland (74%b) also
ranks highest for the proportion of firms which carried out in-house research. Large
firms and/or companies in the industrial sector can be distinguished for the relatively
high proportion investing in in-house or outsourced research.

One in three firms recently involved in innovative activities conducted market research
studies for new products or services. Large firms, which financially speaking, are
better-placed tend to be more inclined to have invested in this form of research.

The “local, dynamic” and “successful, innovative” groups carry out more research be it
in-house, through outsourcing or market research studies than the average firm in the
European Union. This group should inspire other more non-innovative firms to invest in
research as the rewards seem to be confirmed.

At the European Union level, only 14% of firms recently involved in innovative
activities received public support for conducting market research studies and 15% of
enterprises obtained public support for either in-house or outsourced Research and
Development. More firms in Ireland (30%) received public support for conducting their
market research studies for new products than any other Member State. Spain (27%b)
and the Netherlands (26%) ranked highest for the proportion of firms which received
public support for in-house or outsourced research. Industrial firms seem more aware
of public efforts to promote innovation as a relatively higher proportion obtained public
support for their Research and Development investments. The same can be said of our
“successful, innovative” group with a relatively higher proportion confirming that their
Research and Development efforts benefited from public support.

The attractiveness of the environment for research is a much debated topic. Our
results however show that only 3% of firms involved in innovative activities have
recently opted for relocation of this activity to another country. Lower costs were the
most significant pull factor for these firms.

Regulations

Only a minority of executives interviewed perceive compliance with national
regulations for product or process innovations as an impediment to their firm’s
competitiveness

Do national regulations impede firms’ innovation efforts? The underlying motivation for
firms to innovate is to gain a competitive advantage. It is important for policy-makers
to know that they strike the right balance with regard to environmental, safety,
consumer protection and other regulations. Our results show that close to one in five
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managers whose firms have recently been involved in innovative activities consider
that compliance with the aforementioned national regulations in product or process
innovations put their firm at a competitive disadvantage.

When asked for their opinion in which Member State, product regulations are the most
burdensome, over one in four cited Germany.

Evaluation of public support

The consequences of public support on innovation projects are varied although cost
savings and quality emerge on top

For 20% of firms which received some form of public support, the main result of this
was that it helped reduce costs. 18% of executives are of the opinion that the primary
result of public support was to improve the quality of innovations. When asked whether
public support was crucial to the realisation of the innovation project, 71% of recipient
firms responded “no”.

For one in two recipient firms, the most valuable form of public support they received
was for staff training. Following next, 44% of these firms consider that public support
for implementing innovative processes was of most benefit. The ranking order differed
for the new Member States with 47% first citing public support for conducting market
research studies for new products or services as being most valuable for their
company.

Germany is the Member State which managers interviewed consider being the most
effective in promoting and supporting innovation.

Successful innovative firms
Investment in activities supporting innovation is rewarded

Throughout our analysis, we saw that systematically, the “successful, innovative” firms
are more inclined to invest in innovation through, for example, the hiring of new
university graduates and training of staff. This group seems to understand the
advantages of collaboration and knowledge-sharing as their rate of participation in
innovation networks is higher than the average firm in the European Union. Further
evidence of their openness is that they are more inclined to look to experts for advice
on their innovation activities. They tend to be more aware of government efforts to
promote innovation through subsidies or other forms of assistance and benefit from
these. Finally, they maximise the rewards ensuing for their innovative products
through their presence on export markets. Our results confirm that investment in
efforts to support the innovative effort combined with a strategy of openness are key
factors contributing to the status of successful innovative firms.



