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Approach

Services are playing an even more important role howadays and innovation is at their core.
Over the last decade, research on innovation in services has moved away from the idea that
services where a laggard in terms of innovativeness, comparing them to manufacturing (Tether
et al., 2006; Miles, 2005), emphasizing that there is not a unique service pattern of innovation
(Corrocher et al., 2009). However, this research has been mostly focused on co-creation of
innovation with customers and on ad-hoc innovation within projects (Gadrey and Gallouj, 1998;
Moller et al., 2008), while the existence of specific permanent units for innovation within service
companies has been overlooked (Sundbo, 1997) or treated as a residual feature or a legacy of
their history (Miles, 2005). In fact, the organizational aspects of innovation have not been
adequately addressed and some authors have stated that “service firms have not been good at
organizing the innovation process in a formalized and systematic way and learning from the
process” (Sundbo and Gallouj, 2000: 18).

Even though conventional R&D management structures seam not to be the general trend, there
is also evidence of services’ activity in R&D (Miles, 2007) even though the definition of this
activity has a wider scope than the Frascati definition, including for example research in social
sciences and humanities (Djellal et al. 2003).

Objectives

This paper challenges the idea that innovation and knowledge in services are produced
basically ad-hoc and in interaction with clients, showing that knowledge intensive services do
have specific R&D and innovation units. The objectives are twofold: 1) To analyze the
organization of innovation activities in knowledge intensive business services (KIBS) and 2) To
question the characteristics of R&D activities in services. Looking at the literature on R&D
organization in manufacturing, we wonder whether the characteristics of the R&D and
innovation activities in services mirror the ones in manufacturing.

Summarizing, the general questions our research aims to answer are the following: How is
knowledge created and distributed in service firms? Or in other words, are knowledge intensive
services different from technology-intensive manufacturing?

Methodology

Typically, the analysis of R&D organization in manufacturing has been based on in-depth case
studies of large multinational companies, using diverse research methods for data collection,
including documentary analysis, in-depth interviews and detailed questionnaires (e.g.
Kuemmerle, 1997; Zedtwitz and Gassman, 2002; DeSanctis et al., 2002). Similarly, innovation
in services has also been extensively based on case studies, for example analyzing
organization of innovation in services (Sundbo, 1997), specificities of project-based firms
(Blindenbach-Driessen and ven den Ende, 2006), or corporate culture (Lyons et al. 2007).
Following their example, we have based our analysis in single in-depth case study of a large
multinational service company. We have chosen a consultancy company, as this represents the
archetype of knowledge intensive business services (KIBS). The company has more than
200,000 employees worldwide and provides different kinds of business services to over 1,000
clients in more than 50 countries. In 2011, the company generated net revenues over US$25
billion.

Mapping the whole R&D and innovation infrastructure of such a large company would require
much time and resources and, hence, falls outside of the objectives of this paper. As a
consequence, the paper concisely analyses the global R&D and innovation structure and
provide a more detailed view of the initiatives and units of one of the geographical divisions of
the company, the Spanish subsidiary.

As in the mentioned research in manufacturing, we have collected data through different
means. In fact, we have had access to the company and to specific informants with whom we
have been able to discuss different issues of the research frequently. After a documentary
analysis, we have conducted different rounds of interviews following the snowball sampling
selection process (Biernacki and Waldorf, 1981) and capitalizing the results from previous
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interviews to the next, in a learning process. Over a period of two years (from May 2010 to June
2012), we interviewed a total of 39 employees of different areas and management levels, both
at the global and local level (i.e. Spanish subsidiary).

Results

Results of the analysis show that the analyzed company has a specific infrastructure of R&D
and innovation, with different units that mirror the units found in manufacturing R&D. In fact, we
find a mixed model of R&D (DeSanctis and Glass, 2002), with some units conducting more
basic R&D with an operational and corporate orientation, and many other units conducting R&D
adapted to the needs of the business units. In fact, we have also found R&D and innovation
units that respond to local or country needs, with functions that mirror literature on innovation
management regarding the importance of bottom-up idea generation, creativity and absorptive
capacity (Adams et al., 2006; Ramus, 2001), and responsiveness to local needs.

On the other hand, our analysis has evidenced the existence of specific units in in the company
that respond to the specificities of KIBS and are not found in the R&D organization in
manufacturing. The role of these specific units is the diffusion and implementation of the tools
and services developed in the basic and industry-focused R&D units, adjusting these to the
specific needs of clients through new developments that aim at customization. Hence, these
units respond to the characteristics of services highlighted in traditional literature, that is, the
need of co-creation with clients (Mdller et al. 2008).

Interest for innovation policy development

The results of this research evidence the need to reconsider the traditional and generally
accepted understanding of innovation in knowledge intensive business services. In fact,
considering the recent creation of many of the different R&D and innovation units, we believe
that this infrastructure is still in the making and our findings reflect recent changes in large
knowledge intensive business companies. Being aware of these developments seams essential
for innovation policy development, even more taking into consideration the increasing role that
services play in current society.
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