BUSINESS SERVICES IN THE INNOVATION PROCESS 
A Review of the 6CP Spring Conference 2000, held in Utrecht: 
Knowledge Intensive Business Services 
Dr Vijbrief of the Netherlands Ministry of Economic Affairs opened the Conference with some remarks on 'the issues which you are going to discuss and what I expect to get from this conference.' The issues were the definition and policy relevance of Knowledge Intensive Business Services (KIBS), their relation with the public knowledge infrastructure and their demands on the labour market. That KIBS are a relevant concern for the policy maker became clear. Yet at the same time there was a confusion, a confusion of perceptions, terminology and perspectives which might be said to be common to all situations where the fact that change is in progress comes to be widely recognised but its nature is not yet widely understood. 
The concept of the knowledge or information economy has been with us for four decades since Machlup identified in 1962 that knowledge and information activities accounted for 29 per cent of the US economy. Since the new thinking of the 1960s economists have tended to avoid the issue of the role of information and knowledge in economic development. The result is typical of the science system generally as Barré remarked. 'A common feature of most societal problems in which S&T [including economics] is concerned is the lack of sufficient scientific knowledge as a solid basis for public debate. This generates a new kind of uncertainty, which is the uncertainty linked to the lack of knowledge about the phenomenon'. The lack leads, for example, to confusion of the service economy with the information economy and subordination of information for innovation and decisionmaking to the academic concern for knowledge. The conference served to illustrate the need not only for more knowledge but also a greater understanding of the phenomenon as a socio-political phenomenon and not merely as an technological or structural economic one. 
KIBS defined 
Beije who presented the background paper called KIBS 'independent service organisations that render services to other firms in which knowledge plays an important role'. Muller described them as being generally 'firms performing, mainly for other firms, services encompassing a high intellectual value added.' Vijbrief made the significant point that they 'are services with a high information content'. From the various contributions one could define KIBS as firms with a high level of codified and tacit knowledge embodied in their staff who are engaged in generating and communicating information to meet a specific need of a client. They are active in networking (Dekker). The information is created from their own knowledge and combined with the knowledge and information gained from the client and from previous clients, universities and state laboratories and others with whom they have contact and make contact. Thus they enable the client to achieve a further innovative step and/or a higher level of performance. 
Competitive performance, including through innovative activities, is a process of gathering, evaluating and combining knowledge and information and of incorporating the output into good practice in each function and into innovative products and services. KIBS are therefore engaged in more than the narrower knowledge transfer to innovating firms perceived by some participants. The examples of KIBS given by den Hertog covered a wide spectrum of specialist expertise. Some KIBS make a direct technical input to an innovative new product or process, some propose organisational change, some design new marketing strategies and some such as accountancy firms work in relatively routine areas but can have an important influence on efficient performance. 
KIBS have a relatively long history but they have been growing significantly in numbers and in scope of specialisations as the complexities of managing a firm in highly competitive technical and regulatory environments have multiplied. The shift of information intensive activities from within a firm to what were termed producer services as a result of these complexities was noted from the 1970s as a new division of labour in which there was a decline in manufacturing employment and an increase in that of certain services, information intensive in their functions. 
Some countries did not exhibit as strong a trend in this division of labour as has been seen in the US in particular. Germany was one (Baethge, Jörissen). Germany had chosen the high road of high skills, high quality, batch production and high wages in its 'industrialist' system. Strong technical services had developed, but many of the KIBS type of services were an internal activity performed by highly skilled staff and operatives as an integral part of their functions. Now, there are those who are proposing that Germany embark on an active policy to develop services in order to counter the high rate of unemployment which has followed reunification, but should this be by a high road modelled on the industrialist system or by the low road of low skilled and low paid 'personal services' followed by the US? Much manufacturing by US companies for sale in the US is carried out in low cost countries. The domestic manufacturing labour force is both declining and increasingly low skilled. The knowledge intensive inputs are provided by KIBS within a framework of relatively low inputs from internal sources. It is clear that the socio-political values of a country, its culture, are determinants of the structure of its industrial sector and service infrastructure and determinants of what are referred to as the two main western models of economic development, the Anglo-American and the Rhine. 
KIBS in National Innovation Systems 
A further main policy concern is the role of KIBS within National Innovation Systems. A NIS consists of two parts or subsystems (Beije), the public knowledge infrastructure of universities, research institutes and other governmental agencies whose function is to generate new knowledge, and the private sector of industrial firms. Industrial businesses have long been involved in the generation of knowledge and for much longer in gathering knowledge and information from other firms and the public infrastructure in order to carry out their main function within the National Innovation System of creating economic wealth and development through innovation. As Beije, Barré and den Hertog interpreted the current evolving state of NIS, the public infrastructure is exhibiting characteristics of the Mode 2 of knowledge generation put forward by Gibbons. Research is 'being carried out in a context of application, as a problem solving undertaking, conducted in a transdisciplinary way and in the context of collaborative arrangements and alliances ... actors of academia and industry enter each others subsystem (Barré).' 
Barré perceived that there are three subsystems within a NIS, the industrial innovation, the public research and the socio-political. The socio-political sub-system of politics and administration and non-government and non-industrial organisations has entered into the knowledge generation and information communication process, formally regulating technologies and informally creating debate and pressures on the kind of innovation desired from the NIS. Each subsystem is in effect hybridised, no longer wholly distinct from the others and there is potentially a fourth sub-system, the customers who are also entering into the mode of generation of knowledge and information. 
The space in which KIBS operate is thus for Barré the management and facilitation of the externalities related to the multi-actor flows and interactions in and between the hybridised subsystems. Den Hertog confirmed this view, seeing KIBS and the knowledge bases of the public infrastructure and business becoming substantially integrated and interactive, the one with each of the others. For Beije, KIBS are the interface between the public and the private segments of the NIS, intermediaries transferring knowledge between the knowledge producers and the knowledge users but in a context of the shift to a Mode 2. Den Hertog, who focuses on innovation in service businesses as such, sees KIBS as co-producers of innovation in some client firms and consequently as a specific example of a mode 2 type of knowledge production in 'organisational diversity, orientation to applications and transdisciplinarity.' This is against a background in which 'traditional institutions within the public knowledge infrastructure seem less able to function in the Service Economy.' He perceives that some service industries are particularly prone to use KIBS. Since they play a substantial role in transferring knowledge in services innovation systems he proposes that government might consider the scope for using KIBS to realise their policy goals. Perhaps this was the context in which Molenkamp of KPMG claimed that KIBS would eventually outperform the public infrastructure in the generation of knowledge, a claim countered by the query as to why such management consultants were constantly enquiring of university management faculties the outcomes of the latest research. 
Empirical evidence 
Some evidence for the role of KIBS was presented. One survey interrogated a number of Dutch firms as to 'how they acquired new knowledge to realise innovations' (Hövels and Meijer). Of 74% who considered buying in outside expertise to be an important mechanism, 42% did so from private research, engineers and consultants - KIBS - with a spread across other organisations in the public and industrial sectors. 41% of the total considered hiring in outside expertise to be important but increasing the knowledge and skill base of the firm either through new recruitment or training of employees was seen to be important by 74% and 92% respectively with 50% and 94% respectively seeing these as of increasing future importance. Developing the knowledge and skills basis of a firm is a priority and KIBS are one of many sources of information. 
The Dutch Association of Management surveyed its members from KIBS. Whilst there were no clear trends, the role of KIBS in the innovation process was felt to be growing in importance and broadening in scope. Inevitably, the type of information provided is diverse depending on the KIB, the client and the project. Most KIBS act as brokers to connect innovating firms to government agencies and technological organisations. Van Daalen reported that respondents in further comment expressed a concern at the growing dependency of clients and the discrepancy between expectations and performance. On the other hand there is a trend in relationship from client to partner in projects of longer duration. 
Muller and Zenker in reporting a study of KIBS and SMEs in five French and German regions point to the mutual gains. 'KIBS and SMEs mutually contribute to their respective innovation capacities, in a similar but not identical way'. They reiterated den Hertog's point that KIBS are co-producers of knowledge and innovation. On the one side, SMEs, which cooperate with KIBS compared to those who do not, spend more on R&D, have a higher propensity to cooperate with institutions of the technological infrastructure and as a result are more able to innovate. KIBS engaged with SMEs have broadly the same benefits: improved level of internal innovation activity, improved activation of external innovation resources and a higher propensity to innovate. 
Training of the labour force 
Hövels and Meijer were of the opinion that the playing field for KIBS is one of integrative networks in which the firm has very important close ties and links to other mechanisms and sources. The challenge for KIBS is to find an appropriate place in these competence networks. In their opinion, the significance of vocational training will increase. Having competence and new knowledge inside the firm itself to enable it to innovate to adapt new knowledge and to learn through its external interactions is essential. Vocational training itself is shifting to providing the competencies for individuals to tackle the core problems of an occupation. The competence dimensions can be defined as professional/craftsmanship and methodological competencies, managerial-organisational and strategic ones, social-communicative and normative-cultural and learning and shaping competencies. They are making the point that all firms need to be knowledge intensive in a knowledge intensive economy, as Muller and Zenker implied in the mutual knowledge gain relationship of a KIBS and a firm. 
Referring to KIBS, Dr Vijbrief spoke of the the flexibility to adjust to new situations, the creativity to find solutions to changing problems and the need for multi-disciplinary skills. Kessels followed in identifying the need for social skills including communication, commercial skills and the ability to work in a team and stated that the context of an actual work environment is indispensible for acquiring these skills. The acquisition of social skills has long been one of the benfits of an apprenticeship. Kessels argues that a dual training system at the university level is essential in a knowledge economy and is a long overdue catching up with reality. As Kessels points out it is a reform being fiercely resisted as a dumbing down of academia leading to a loss of academic integrity in the pursuit of true knowledge. 
Conclusion 
KIBS have a role in National Innovation Systems in which with others they are a mechanism for transmitting information from various knowledge and information sources to improve the competitiveness of their clients in services and manufacturing. They are thus a major concern of policy. To respond to the question posed as to what are the conditions under which KIBS are most effective more study and research is required to reach a greater understanding but the response may be no more than came out of this conference. KIBS and their client firms need technical competencies and social skills at increasingly higher levels in order to generate the specific know how and information required to be competitive in a complex environment. A radical restructured university level system of education and a vocational education system expanding in its scope are essential to provide the know how and skills. 
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