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3.7. Innovation and firm performance

Innovations have different degrees of novelty. A firm’s
introduction of an innovation developed elsewhere
can have a significant impact on its performance, but
being an adopter is different from developing an inno-
vation in house, especially if it is new to the market or
to the world.

Large firms tend to introduce more “novel” innova-
tions than small and medium-sized enterprises
(SMEs). For product innovation, more than 50% of all
large firms introduced a new-to-market innovation in
Austria, Belgium, France, Greece and Luxembourg,
while less than 25% did so in Hungary, Norway,
Poland, the Slovak Republic, Turkey and the United
Kingdom.

Overall, SMEs are less likely to introduce novel inno-
vations. Again, there are differences across countries.
Within Europe, SMEs in France, Luxembourg and
Sweden had a significantly higher propensity to intro-
duce new-to-market product innovations than those
in Hungary and Poland.

The share of turnover from new-to-market product
innovations can be used as an indicator of the impact
of innovation at the firm level. However, the data
should be interpreted with caution as some firms may
find this difficult to estimate. In most countries differ-
ences between SMEs and large firms in this respect
are not very significant. However, in Germany the
share of turnover from such innovations was on aver-
age more than four times higher for large firms than
for SMEs. In Norway and Portugal, the relative share of
turnover from new-to-market product innovations
was significantly higher for SMEs than for large firms. Sources

Eurostat, CIS-2006 (New Cronos), June 2009.

National data sources.

Going further

OECD and Eurostat (2005), Oslo Manual: Guidelines for
Collecting and Interpreting Innovation Data, 3rd edition,
OECD, Paris, www.oecd.org/sti/oslomanual.

Figure notes

France: manufacturing only.

New Zealand: SMEs are firms with 10-99 employees.

Measuring novelty and the diffusion 
of innovations

By definition, all innovation must contain a
degree of novelty. The Oslo Manual distinguishes
three relevant concepts: new to the firm, new to
the market and new to the world. The first concept
covers the diffusion of an existing innovation to
a firm (the innovation may have already been
implemented by other firms, but is new to the
firm). Firms that first develop innovations (new
to market or new to world) can be considered as
drivers of the process of innovation. Many new
ideas and knowledge originate from these firms,
but the economic impact of the innovations will
depend on their adoption by other firms. Informa-
tion on the degree of novelty can be used to
identify the developers and adopters of innova-
tions, to examine patterns of diffusion and to
identify market leaders and followers. In addition,
innovation surveys often collect information on
the developer of an innovation. This is different
from questions on the degree of novelty as enter-
prises may develop innovations that have
already been implemented by others. It therefore
indicates how innovative enterprises are, but not
necessarily how novel their innovations are.
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Firms with new-to-market product innovations 
by size, 2004-06

As a percentage of all firms

1 2 http://dx.doi.org/10.1787/745082412270

Share of 2006 turnover due to new-to-market 
product innovations introduced in 2004-06, 

by firm size
As a percentage of turnover (for innovation-active firms)

1 2 http://dx.doi.org/10.1787/745137085070
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