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Abstract

Within the framework of the research, it was clarified that there is a trend in the service companies in
Liepaja to rely more on the technological innovations. That differs from the dominating trend in this
sector to introduce the non-technological innovations. Considering the common trend in Latvia that the
number of innovative service companies is decreasing, the factors preventing the introduction specifically
in the service companies in Liepaja were identified in the research.

Aim of the research is to clarify the opinion of managers of service companies in Liepaja about the factors
affecting introduction of innovation. Within the framework of the research, 31 highest-level managers of
Liepaja City service sector and municipal companies were inquired. The results of the research showed
that 90% of respondents have introduced at least one form of innovations since January 2014. It was
established that the main forms of innovations by object in the service companies in Liepaja are product
or process innovations. Only 35% of the managers could clearly answer about their plans to introduce
innovations in the future. That demonstrates the lack of strategy and innovations in the management and
short-term planning in the companies. The results of the research allowed concluding that the main factor
delaying innovations in the service companies was the shortage of financial resources. The lack of quali-
fied staff was mentioned by the managers as an insuperable problem to introduce innovations.
Keywords: innovative business, service companies, forms and factors of innovations.

Introduction

Nowadays, the issues related with the development and growth of economics are related
with the idea of innovation that can be implemented in any field of national economy. Not only
in a private business but also in state sector. The research discusses the forms of innovations
and the impact factors in service sector in Liepaja City, observing the dominating role of the
field of services in economics. The traditional field of economics in Liepaja City is not only
the production but also different service fields, such as transportation and storage, sale and car
repairs. In accordance with Liepaja City Development Program 2015-2020 (Liepajas pilsétas
Dome, 2015), these fields have an important role in terms of economic indicators and provision
of jobs. Their development depends on the improvement of productivity, which is influenced by
the ability to attract highly qualified employees and introduce innovative solutions.

Authors not only have studied the trends of the introduced innovations, but they wanted
also to identify the factors delaying the introduction of innovations specifically in the service
companies in Liepaja. There is no public statistical data showing the level of innovations in
Liepaja companies, but the common trend in Latvia shows that the number of innovative ser-
vice companies is decreasing. According to the data from Innovative activity report 2016 of
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Central Statistics Bureau (hereinafter — CSP) of the Republic of Latvia, the innovative ser-
vice companies make 23.4% of all companies in the last reporting period 2012-2014 (CSP,
Inovacijas, 2016). That proportion has reduced by 8%, when comparing with the previous re-
porting period (2010-2012). In addition, the common indicators of Latvian innovative busi-
ness activity are low. According to EIS 2016 information, Latvia takes the 25" place from 28
EU Member States (by indicators of 2015). The neighboring country Lithuania takes the 24"
place, but Estonia — the comparatively high 14" place (European Innovation Scoreboard, 2016).
When comparing the total performance of the Baltic States to each other, the performance of
Latvia is the lowest only in 2015. It managed to get out of the modest innovators group (results
considerably below the average ES indicators) and get into the moderate innovators group
(results below the average EU indicators) where currently all three Baltic States are included.
(European Innovation Scoreboard, 2016) In accordance with Innobarometer report 2016, 61%
of companies in Latvia have introduced at least one innovation since January 2013 and it comes
close to the average indicators of EU Member States that is 67%. (Innobarometer 2016 — EU
business innovation trends, 2016). Latvian researchers 4. Denips and F. Lipmans point out that
Latvian companies use non-systemic approach in the innovations management. That means that
innovations in companies are introduced only periodically and there is no tangible influence of
those innovations on the growth and development of a company. In general, it does not increase
the competitiveness of the company. (Denins, Lipmans, 2012) According to Innobarometer
2016 data, companies in Latvia encounter different factors preventing the introduction of in-
novations (Innobarometer 2016 — EU business innovation trends, 2016). Authors suggest, it
updates the existing business problems in general, including also the innovative activity of the
service sector.

The experience of other scientists was reviewed regarding the forms of innovations spe-
cifically in the companies in service sector. The conclusion of the researcher’s Morrar report
about the signs characteristic to innovations in the manufacturing and service sectors of France
(2014) must be noted. He states that the most popular innovations in the service sector are the
organizational innovations that are followed by marketing and process innovations and finally
— the product innovations. In addition, it is established that the service sector makes larger
investments in the innovation by implementing different training events and information and
communication technologies. (Morrar, 2014) Researchers Engen and Holen, referring to Sun-
dbo and Gallouj have stated that innovations linked to the service processes and development of
ideas usually are characterized as the supplementing ones. They explain that the supplementing
innovations in the field of services are usually small improvements to the existing services or to
the service provision process. But radical innovations mean changes that have important influ-
ence on the market by changing the market structure or creating a new market. (Engen, Holen,
2014) The researchers Mina, Bascavusoglu-Moreaul and Hughes have emphasized that open
innovations are observed more frequently in the services than in the manufacturing. (Mina,
Bascavusoglu-Moreaul, Hughes, 2014) As the Latvian researchers E. Zelgalvis and others have
stated, open innovations successfully combine the internal and external ideas and market chan-
nels to facilitate the development of new technologies. (Innovations and Latvian economy:
monography, 2011)

In Latvia there is a trend to emphasize specifically the technological side of the innova-
tions. Referring to the explanation of ideas given in the “National industrial policy guidelines
2014-2020”, innovations are divided in two groups: non-technological innovations, which in-
clude the organization and marketing innovations, and technological innovations, which in-
clude the product and process innovations. (National industrial policy guidelines 2014-2020,
2013) However, in the Oslo handbook, which is the guideline for innovation data collection
and interpreting and is elaborated by Organization for Economic Cooperation and Develop-
ment (hereinafter — OECD), classification by innovation object is used by dividing the fol-
lowing forms of innovations: product innovations, process innovations, marketing innovations
and organizational innovations. (OECD, 2005) This is one of the most popular classification
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of innovations that is used in practice in different innovations inquiries in the business sector.
The authors of the article have chosen to apply it when studying the forms of innovations in
the sector of companies in Liepaja and when determining the impact factors in introduction of
innovations.

Several scientific researchers in Latvia, Poland, Spain, Portugal, France, Norway, Ni-
geria and elsewhere in the world state that innovations in the service sector are less influenced
by impedimental factors, thus creating a high potential of innovation in service companies.
Researches made in different EU states show similar results — service sector is more sensitive
to internal impact factors. Factors such as the lack of human resources and finances are men-
tioned. For example, in Morrar s research the lack of resources, innovation costs, and indefinite
demand for the end-results of innovation are mentioned as the main obstacles in the service
sector in France. (Morrar, 2014) Similar factors are identified in the tourism companies in
the southern part of Poland. In the research it is noted that the lack of financial capital is just
as common as other obstacles related with the staff determination, innovation protection and
technical support. It is confirmed that the main preventing factor in tourism companies in Po-
land is human resources, especially insufficient skills, competences and low qualifications, as
well as low motivation to get involved in the innovation processes. (Najda-Janoszka, Kopera,
2014) The results obtained by Silva together with other researchers who studied the innovation
activities in the service companies in Portugal showed that the financial investments in dif-
ferent innovation activities give positive and important effect for the innovations in services.
(Silva, Sousa, et al., 2011) The researchers A. Denins and F. Lipmans in 2012 have updated the
following as the largest obstacles for innovations in the companies in Latvia: 1) the companies
implement short-term planning, focusing on quick achievements and instant profit and no stra-
tegic company development plans or visions are developed; 2) the companies involve lazily in
the innovative activity, there is insufficient cooperation between the businessmen and scientists
in development of innovations; 3) low state funding for the science and research; 4) due to the
organizational structure the innovation process is chaotic in large and medium companies and
it is not managed deliberatively; however innovation management is needed to get profit and
increase the added value of the company, thus facilitating the competitiveness of the company;
5) in Latvia there is no legislation beneficial and facilitating enough and governmental support
which would motivate a company to develop the innovative activity. (Denins, Lipmans, 2012)
However, when researching the innovation in the Baltic States, /. Dubra in 2014 has concluded
that the innovative companies in Latvia and Lithuania introduce innovations more frequently if
they have better access to the human resources. A friendly internal environment and possibili-
ties of open cooperation in the innovative companies of Latvia help to introduce the product
innovations more easily. However, the same factors help to introduce successfully all forms of
innovations in the innovative companies in Lithuania (Dubra, 2014). Referring to the opinion
of the researchers Sundbo and Gallouj, the researchers Engen and Holen note that innovations
in service companies are advanced mainly by the internal factors: company’s management and
strategy; employees at all levels; and R&D departments. In addition, the first two factors are the
main ones. (Engen, Holen, 2014) According to the Innobarometer research, the most frequently
named preventing factor in the Baltic States and in EU Member States is the dominating ex-
perienced competitors. In Latvia, this factor is named by 82% of the inquired companies, but
the second place in the Baltic States is taken by the lack of financial resources, the third place
— lack of human resources. However, the difficulties to protect the intellectual property rights
is mentioned least as a preventing factor for innovations in the Baltic States. This is true also in
EU Member States. (Innobarometer 2016 — EU business innovation trends, 2016)

The sector of Liepaja service companies was chosen because the importance of this
sector in the growth of the city as mentioned in the city development program to 2020. The
managers of the service companies have to make important decisions related to the growth of
business. Lack of information characterizing the current situation about the innovative business
in Liepaja City may be an obstacle for management of innovations when making decisions and
planning solutions to promote the innovative activity.
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The aim of the research is to clarify the opinions of managers of service companies in
Liepaja about the most current forms of innovations and factors influencing innovations.

Methodology of Research
General Background of Research

Although initially the importance of innovation in business was related with the manu-
facturing sector, different researchers (Morrar, Najda-Janoszka, Kopera, Silva, and others) have
addressed their researches in the field of services as well for more than 20 years.

In general, it is to be concluded that the most often studied factors influencing innova-
tions are: the size of a company, market structure, human resources, financial resources and
R&D activities. Methodological innovations are mainly emphasized in the service sector, which
are supplements to a service, related with development of ideas and organizational structures.
Within the framework of the research, the authors want to receive answers to the questions:
what form of innovations are introduced most frequently by the service companies in Liepaja
and what factors influence the introduction of innovation in the service companies in Liepaja?

Managers of service companies in Liepaja were inquired within the framework of the
research to obtain data about the innovation of service companies in Liepaja and the impacting
factors in the introduction of innovations.

The inquiry took place from October 22 to November 8, 2016. The questionnaire was
placed on the website www.visidati.lv and the authors of the research sent the link to the ques-
tionnaire to e-mail addresses of respondents.

The link to questionnaire was sent in total to 154 companies in Liepaja. In the result an-
swers from 31 respondents were received, i.e. 20% from all addressed respondents. 90% (n=31)
of respondents in the questionnaire were the highest-level managers, directors, members of the
board or CEO. 26% of respondents represented municipal companies, 74% — private compa-
nies. All respondents represented a limited liability company. Joint-stock companies, individual
merchants or companies of other forms of business were not represented in the questionnaire.
When comparing the companies by age, almost half or 48% (n=31) of the inquired companies
are at the age of 10-19 years, the age of 32% companies is 5-9 years, 13% - 20 and more years,
and the smallest group - 6% are companies younger than 5 years. 45% of all respondents were
companies with 1-9 employees, 48% - with 10-49 employees and 7% - with 50-250 employees,
but companies with 250 or more employees did not participate in the questionnaire. Thus, micro
or tiny companies have participated in the questionnaire. It is to be concluded that the municipal
companies were more responsive than the private ones, because 73% of all invited municipal
companies completed the questionnaire, but the responsiveness from the private companies was
16%, and the obtained data attest the trends that are expressed principally by experienced and
long-time managers of companies.

Sample of Research

In accordance with the data summarized by Lursoft, there were 2531 active service com-
panies in Liepaja in 2015, which makes 74% of all companies (including not only the subjects
of the commercial register, individual merchants and commercial companies, but also the self-
employed persons, farmers and fishers farms). (Lursoft, List of active enterprises..., 2016)
The required selection was formed as the non-probable selection. The initial selection method
— typical occasion, but then the convenience method was used, thus initially selecting part of
the service companies in Liepaja, from which companies were chosen whose e-mail addresses
were available for the authors of the research. In the research authors included economically
active companies which have submitted the annual accounts 2015 (except if the company was
registered in 2016) that are the subject of the commercial register — individual merchants and
commercial companies.
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Considering that a narrow group of service companies is included in the CSP surveys
about the innovations, service companies in Liepaja were included in the selection of the re-
search inquiry according to the grouping used in the CSP Service companies turnover index
(CSP, Pakalpojumu uzpémumu..., 2016). Included were companies whose principal place of
activity is Liepaja and legal address is registered also in Liepaja. The authors of the research
have not included all fields of the service sector in the selection, because such fields as retail,
education and healthcare are fields that must be researched individually due to their different
peculiarities of the activity.

Instrument and Procedures

Within the framework of the research, a questionnaire with 25 questions (incl., 5 demo-
graphic questions of companies) by means of which the principal information about a company
and the main indicators of activity, information about the former and planned innovations, and
factors impacting the innovations and growth of a company were clarified. Structure of the
questions is formed mainly by closed questions. The selected origin of time in the question-
naire is from January 2014, which conforms to the introduction of euro in Latvia. Such point
of reference is chosen so that for the respondents it is easier to determine for what time period
information is needed when answering the questions. According to OECD, the suggested re-
porting period in the innovations surveys is from one to three years (OECD, 2005), thus the
period selected in the research falls within the specified limits.

Data Analysis

Statistical data processing methods were used: descriptive statistics, contingency
method. Microsoft Excel application software was used to process the quantitative data of
research. The obtained data are displayed in tables and graphs by means of diagrams.

Results of Research

In the research, it was clarified that 90% (n=31) of questioned service companies in
Liepaja have introduced at least one form of innovations since January 2014. In the research it
was established that mainly product (a new or materially improved service) (74%) or process
innovations (74%) were introduced by object in the service companies (Figure 1).

80% 74 74 65 65
60%
40% 26 26 36 36
o ] | |
0%
New or significantly ~ New or significantly =~ New organizational New marketing
improved services improved processes methods strategies

®Yes ONo

Figure 1: Forms of innovation introduced in the service companies in Liepaja
(n=31), %.

The results of the research show that 42% of the questioned companies have introduced
innovations of all four forms. 23% have introduced three forms, 16% - two forms, 10% - one
form of innovations within the specified period, but the remaining 10% of companies have not
introduced any innovation (they are 10 years old or older companies that all represent the area
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of transportation and storage). If 42% of the questioned companies have introduced all forms
of innovations, then 6% are such companies that not only have introduced all forms of innova-
tions, but also plan to introduce all forms of innovations within the next 12 months. However,
only 35% (n=31) of the companies could clearly answer about their plans as to the introduction
of innovations in future. Forms of innovations planned by the companies within the next 12
months can be seen in Figure 2.

60%

52

50% 48 45 "
40%
30%
20% 16
10%

0% ‘

New or significantly New or significantly =~ New organizational New marketing
improved services improved processes methods strategies

B Planned ONot planned ©@Hard to say

Figure 2: Innovations planned by the service companies in Liepaja within the
next 12 months (n=31), %.

39% (n=31) of managers of the questioned companies believe that among the differ-
ent internal and external factors impacting the service sector (geographic location, demand,
situation in the area, overall economic situation, tax policy, normative regulation, attraction of
external funding, employees of the company, etc.), introduction of innovations facilitates the
total business growth of the specific company (Figure 3).

Liepaja geographical location 29 RIS 16 ]
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Figure 3: Business growth incentives and disincentives in service companies in
Liepaja (n=31), %.

The results attest the opinion of 32% (n=31) respondents that introduction of innovations
does not influence the growth of a company. 7% (n=31) have noted that it even prevents the
growth of a company (in these companies at least three forms of innovations were introduced
since January 2014 and the companies plan to introduce innovations also further or couldn’t
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give a clear answer yet). For another 23% of respondents it was difficult to give a specific
opinion (all these companies were private service providers, 14% of which have not introduced
any innovations, but 86% of which have introduced 2-4 forms of innovations). All managers of
the companies (39%) (n=31), who see that innovations facilitate the growth of business, have
introduced and plan to further introduce some innovations.

The main factors preventing the innovation in a service company are identified in the
research — the preventing factor that was stated most frequently was the lack of financial re-
sources (52%) (n=31), the new service sale risk was in the second place (42%), in the third
place — lack of demand which was noted by 35% of the companies (Figure 4).

Lack of financial resources | 52
The new service sales risk | NI 42
Lack of demand N S 5
Lack of skilled labour NN 29
Legislation NN 26
Employee attitude to change | N 13

0% 10% 20% 30% 40% 50% 60%

Figure 4: The preventing factors stated more frequently in the service companies
in Liepaja (n=31), %.

Having assessed the impact of the previously named factors in the implementation of
innovative activity, it was concluded that 13% (n=31) of the managers of companies note spe-
cifically the lack of qualified employees as an “insurmountable problem” to innovative activity
of service companies. In 3% of cases the lack of financial resources remains as an “insurmount-
able problem”. It was already noted previously in the common results that in 45% (n=31) of
companies it is noted as a “significant obstacle” and 61% (n=31) of respondents have noted the
service sales risk as a “significant obstacle” (Figure 5).
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Figure 5: Factors affecting innovations in service companies (n=31), %.
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When answering the additional question: “Whether the company has received any fi-
nancial support for innovative activities since 2014?”, 68% (n=31) of the questioned service
companies stated that they have not received any financial support. 10% of these companies
are informed about the available support measures for the innovative activity of companies in
Latvia, 52% are partially informed, but 38% are not informed. The obtained data shows the
trend of lack of information for the support of innovative activities in the service companies.

In the research, it was established that the main factors facilitating the innovation in ser-
vice companies are: competitiveness (noted by more than half or 61% (n=31) of the questioned
respondents); market potential - 42% of respondents and the same number of companies have
noted the available information and communication technologies (Figure 6).

Communication with customers N 6
External funding availability S 10
Skilled labour —_—10

Staff training G 16

Cooperation with other companies
and organizations

A CCeS S DL I Al O AN — >
communication technologies

Market pottential ~ EEEEG—G—— 42

I 23

Competition G 6 |
0% 10%  20%  30%  40%  50%  60% 70%

Figure 6: The facilitating factors stated more frequently in the service companies
in Liepaja (n=31), %.

In the research, data are obtained about the changes in the indicators of activity of indi-
vidual service companies (number of employees, turnover, and profit) that have occurred since

January 2014 (Figure 7).
60%
50% 48
42
409
29
30% 26 29
20% &
20% % 16 16
, & 35
10% é;é 3 é 7
0% ><>< ><
Number of employees Company turnover Company profit
m Increased (over 10%) O Increased (below 10%) & No changes

O Decreased (below 10%) Decreased (over 10%)

Figure 7: changes in the growth indicators of the questioned companies since
January 2014 (n=30), %

The results show that all 71% of the questioned service companies that have noted the
increase of number of employees to or above 10%, have introduced at least one form of innova-

ISSN 2029-6932 (Print) ISSN 2538-712X (Online)



Daina VASILEVSKA, Diana LIDUMA, Kitija MELBERGA. Factors affecting innovations in service sector enterprises: The case of
Liepaja

tions within the relevant period. 96% of the 77% of companies that have noted the increase of
turnover to or above 10%, have introduced at least one form of innovations, but 94% of 52% of
companies that have noted the increase of profit to or above 10%, have introduced at least one
form of innovations since January 2014.

The results of the research show that the companies that have noted the increase of the
number of employees, have introduced the product and process innovations (61% and 61%),
i.e. technological innovations more frequently than the organizational and marketing innova-
tions (respectively, 48% and 48%). In addition, the companies that have noted the increase in
any of the financial indicators, have also more frequently introduced the technological innova-
tions; however, the prevalence over the introduced non-technological innovations (55% and
58%) is quite small (Table 1).

Table 1. Growth indicators and innovations in service companies, %.

Increase in at Increased . Increase in
. . Increased turno- Increase in all -

Introduced innovation  least one of the . number of - all indicators
-~ ver or profit indicators o
indicators employees over 10%

Product innovations 68 61 61 35 10

Process innovations 68 61 61 42 13

Qrganlzatlonal innova- 61 55 48 2 10

tions

Marketing innovations 58 58 48 29 10

When assessing the statements of respondents about the relation of changes in com-
pany’s indicators (number of employees, turnover, profit, costs) with the innovative activity of
the company, it was established: 36% of the companies that have noted the increase of number
of employees (to or above 10%) and have introduced at least one innovation, have stated that
they completely agree or disagree that it has happened due to the innovative activity; 52% of
the companies that have noted the increase of turnover (to or above 10%) and have introduced
at least one innovation, have stated that they completely agree or disagree that it has happened
due to the innovative activity, and 60% of the companies that have noted the increase of profit
to or above 10% and have introduced at least one innovation, have stated that they completely
agree or disagree that it has happened due to the innovative activity.

Discussion

The practice of service companies in Liepaja to introduce the technological innovations
in the service sector contradicts the common situation in Latvia — according to CSB data, more
than half of the innovative companies in the service sector in Latvia implement specifically
the non-technological innovations (CSB, Innovations, 2016). The trend of service companies
in Liepaja to introduce the product and process innovations differs also from the practice of
service companies in other countries, e.g. France, where the organizational innovations are the
most popular ones, that are followed by marketing and process innovations, and finally — by
product innovations. As it is stated by Morrar, the economic impact of a technological innova-
tion is the largest, when comparing with other forms of innovations. Usually they are the main
innovation activities in the manufacturing sector and proving that the technological innovations
in the service sector are more efficient if supplemented by non-technological innovations (new
organizational approaches, standardized methods of management control, marketing designs
and procedures) (Morrar, 2014). The service companies in Liepaja should take into account
this fact when planning their further innovations. In the future the introduction of forms of
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technological innovations in service companies in Liepaja should be planned together with the
implementation of non-technological innovations, thus strengthening the contribution of the
technological innovations in the growth of the business.

The short-term planning factor in the innovations management (lack of strategies and in-
novation aims) in service companies in Liepaja revealed in the research (for 65% of companies
it was “difficult to say” about the planned forms of innovations within the next 12 months),
corresponds with the previously identified obstacles of innovative activity in Latvia. Already
in 2012, Denins and Lipmans, having researched the innovations in Latvia, made a conclusion
that short-term planning is implemented in the companies. (Denins, Lipmans, 2012) It testifies
that the approach of management to innovative activity of the companies has not changed dur-
ing five years. Managers of service companies have not effected any changes to eliminate this
internal factor.

The lack of financial resources is topical in the innovations management in service com-
panies in Liepaja and it is noted as the main preventing factor. In the researches previously
made in Latvia it was stated only as the third preventing factor (Denins, Lipmans, 2012), but
in Innobarometer 2016 it is fixed as the second preventing factor in the companies in the Baltic
States in general. (Innobarometer 2016 — EU business innovation trends, 2016) As the results
of different researches show, this factor is noted also in service companies in other European
countries. The authors draw a conclusion that specific support measures are needed for the
service companies in Liepaja regarding the issue with financial resources. However, more ac-
tive informing about the existing possibilities must be provided (only 7% of the companies that
have noted the lack of financial resources as an “significant obstacle” or “insurmountable prob-
lem” were informed about the available support measures for innovative activity, 60% were
informed partially, but 33% are not informed at all).

Managers of companies in Liepaja note the lack of qualified workforce as an “insur-
mountable problem” in the innovation management of service companies. The results obtained
in Liepaja City contradict the data of EIS 2016 where the human resources, company invest-
ments, and financial and support dimension had the highest results in the innovation ability
dimensions in Latvia, where they are equal or close to the EU average indicators. (European In-
novation Scoreboard, 2016) It should be noted that employees as one of the main factors in the
innovation process is outlined in several researches in different countries. Similar conclusions
are drawn also by Engen and Holen in their research about the service companies in Norway
(Engen, Holen, 2014) and it is fixed also by Najda-Janoszka and Kopera as an existing problem
in the tourism service companies in Poland. (Najda-Janoszka, Kopera, (2014) It should be taken
into account that innovative business is directly based on knowledge and the management of
service companies must plan the solution to obtain and provide them in their companies.

All respondents who regard that innovations facilitate the growth of a company (39%)
have implemented at least one form of innovation in their company. Considering that 23% of
respondents have noted that it is difficult to say whether the introduction of innovations impacts
the growth of the particular company and all these companies were private, not municipal ser-
vice providers, 14% from which haven’t introduced any innovations, but 86% of which have
introduced 2-4 forms of innovations, it is concluded in the research that in the companies in
the private sector there is a trend not to analyze the results of introducing innovations and their
impact on other processes in the company.

According to the information provided by the respondents, having assessed the changes
in company’s indicators (number of employees, turnover, profit) that have happened since Janu-
ary 2014, an increase above or to 10% in the number of employees, turnover and profit indica-
tors were established in 42% of the questioned companies. All these companies have introduced
at least one form of innovations since January 2014. 93% of the questioned companies who
have introduced at least one form of innovations have observed an increase in at least one of
the company’s indicators — increase of the number of employees, turnover or profit. 82% of the
questioned companies who have introduced at least one form of innovations, have observed
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an increase in any of the company’s indicators, but 79% of the questioned companies who
have introduced at least one form of innovations, have observed the increase in the number
of employees. A trend is outlined that the introduced innovations in the service companies in
Liepaja improve the growth indicators of these companies, not excluding also the impact of
other factors. The managers of the questioned companies give partial approval of this thesis too.
A trend is outlined that managers of service companies in Liepaja link the positive changes in
the financial indicators more frequently with the introduction of innovations in the companies,
and all managers of the companies who see that innovations facilitate the growth of business,
have introduced and plan to further introduce innovations.

Conclusions

In general, the results of the research show that each of the researched service sector
companies in Liepaja has introduced an innovation during the last three years. Service compa-
nies in Liepaja introduce the product and process innovations. The number of companies that
have introduced the organizational or marketing innovations is a bit smaller. In the research, it
was established that those service companies in Liepaja who have introduced product innova-
tions, introduce process innovations most frequently as well, and vice versa. 16% of all ques-
tioned service companies not only have introduced all forms of innovations (product, process,
organizational and marketing), but also plan to introduce all the mentioned innovations during
the next 12 months. However, for 65% of the companies it was “difficult to say”, when answer-
ing about any of the planned forms of innovations during the next 12 months. These results
show the lack of strategy, innovation aims and short-term planning in the service companies in
Liepaja.

Despite the fact that the lack of financial resources outlines as the primary factor pre-
venting innovations in the service sector in Liepaja, managers of service companies in Liepaja
consider the lack of qualified employees specifically as an “insurmountable problem” in suc-
cessful implementation of innovations (13%), but the new products sales risk as a “significant
obstacle” (61%).

It was established that the main factors facilitating the innovations in the service compa-
nies in Liepaja is the competitiveness, market potential, available information and communica-
tion technologies. Competitiveness and the market potential are external factors and the com-
pany cannot influence them directly. Whereas the purchase or improvement of the information
and communication technologies, cooperation with other companies, training of employees are
internal factors that can be implemented by the company to improve the innovative activity of
a service company.

Concluded that 93% of the companies that have introduced at least one form of in-
novations have observed an increase in at least one of the company’s indicators, increase of
the number of employees, turnover or profit. For the managers of the service companies it is
usually difficult to assess and give their opinion about the impact of innovations on the growth
of the company. The impact of innovations is not analyzed separately in the companies so the
respondents are not able to assess it.

The results attest the trend that the companies link the positive changes in the financial
indicators more frequently with the introduction of innovations in the companies, but the in-
crease of the number of employees — not so often. That can be explained with the fact that the
number of employees may also reduce as the result of a successful innovation.

A slight prevalence of technological innovations over the non-technological ones is ob-
served in the companies that have observed positive changes in the number of employees and in
the companies that see positive changes in the financial indicators in the results of innovations.
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