INTERNATIONAL
ICEM SCIENTIFIC CONFERENCE

> ECONOMICS AND MANAGEMENT

Characterisation of R&D Performing Enterprises

Inese Suija-Markova
Institute for Environmental Solutions, Latvia, inese.suija@videsinstituts.lv

Abstract

In the R&D and innovation related literature, the term “R&D performing enterprise” is not a definitive
one. Various terms are used and numerous classifications have been developed based on institutional
sectors, ownership, affiliation, main economic activity, size, geographical location, R&D capability and
intensity, R&D regularity and other characteristics. The aim of this study was, firstly, to summarise the
current state of understanding of R&D performing organisations; and, secondly, to establish a theoretical
framework for the author’s PhD project investigating factors affecting long-term survival and growth of
small and medium-sized R&D performing enterprises.
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Introduction

Need for cost and time-savings, lack of in-house resources, globalisation and increased speed to market
are a few factors that are causing more and more enterprises to review efficiency of their business processes,
including their R&D organisation and spending. This has caused changes in the R&D market leading to an
increasing number and diversity of organisations performing R&D activities.

In the R&D and innovation related literature, the term “R&D performing enterprise” is not a definitive
one. Therefore, the aim of this study was to summarise the current state of understanding of R&D performing
organisations and to establish a theoretical framework for the author’s PhD project investigating factors
affecting long-term survival and growth of small and medium-sized R&D performing enterprises.

Understanding the complexity of the R&D market is of importance for both public and private sector
organisations, but especially for the governments, who should ensure that their programmes and policies do
not hinder or penalise industry’s preferences as between outsourcing or in-house solutions, and provide equal
opportunities for all R&D performers in accessing public funding.

Methodology of Research

This study is based on the qualitative content analysis of literature overview. EBSCO, Science Direct
and Web of Science data basis were used to conduct the literature overview. English language articles
published in peer-reviewed journals were reviewed. Search terms “R&D performing enterprise”, “R&D
performing firm”, “R&D performing organisation”, “R&D enterprise”, “Science-based firm”, “R&D service
firm” were used.

Findings/Results
In general, two main groups of R&D performing enterprises can be differentiated. Firstly, enterprises

which conduct their own R&D activities either in-house or externally, and do it in different forms such as
subcontracting, resourcing, collaboration and cooperation. Secondly, enterprises who are R&D service



providers. There are also companies who can be regarded as hybrid structures synthesising the elements of
both - carrying out own R&D activities and offering R&D services to the third parties.

The first group of R&D performing enterprises are frequently named as science-based businesses,
science-based entrepreneurial firms, R&D based firms, science and technology based firms, R&D performers,
R&D performing firms. The attempt to create value from newly established or as-yet unproven scientific
principles (Lubik, et.all, 2016; Miozzo, et.all., 2011), transformation of scientific knowledge into basic or
application specific technologies (Fontes, 2005), exploitation of scientific discoveries for the development of
new or improved products, operations, methods or systems (OECD, 2015) are key drivers of R&D activities
of these enterprises.

R&D performing enterprises can be found in both manufacturing and service sectors, with the last one
receiving growing interest by the research community and R&D and innovation policies (Chang, 2012;
Jankowski, 2001). They are of different sizes — micro, small, medium sized and large, and institutionally can
belong to business, government, higher education, private non-profit and rest of the world sectors (OECD,
2015).

R&D performing enterprises are also grouped based on R&D capabilities (Vedovello, 1998; Arundel,
2008); R&D intensity (Vedovello, 1998; Jankowski, 2001; Peneder, 2003; Archibugi, 2001) and regularity -
performing R&D on a continuous basis and performing R&D intermittently (Huang, 2011). R&D intensity,
measured by enterprise’s R&D expenditure, is the most common metric used to evaluate a firm’s strategic
commitment and dependence on a programme of R&D to achieve its business goals (Jankowski, 2001).

The growing tendency towards outsourcing research and innovation has created a new category of R&D
performing organisations, in the literature referred to as knowledge intensive business services (KIBS). R&D
services are defined as a subset of new technology based KIBS or T-KIBS (Chiesa, et.all., 2004; Probert, et.all.,
2013), also called Contract Research Organisations (Gallaher, et.all. 2006) and Research and Technology
Organisations (OECD, 2015), which are contracted by third parties to carry out bespoke R&D projects, thus
contributing to the development of client sectors. These companies are characterised by professional
knowledge or expertise related to a specific technical or function domain, intensive use of information
technology, supply of a combination of codified and tacit knowledge (Probert, et.al., 2013). They perform
R&D for either manufacturing or service industries.

Conclusions

The current R&D sector consists of high diversity of R&D performing enterprises which are studied
along many dimensions, for example, institutional sectors (business enterprises, government, higher education,
private not-profit), ownership (private, public, joint ventures), affiliation (domestic, foreign, private, public),
main economic activity, size, R&D capability and intensity, R&D regularity and other characteristics.

In her PhD project, the author will further study knowledge intensive business services (KIBS), and,
more specifically, factors affecting long-term survival and growth of privately- owned small and medium-
sized business enterprises providing R&D services.
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