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FOREWORD

This paper is the thirty-seventh in a series undertaken by
the Committee for Public Management Research. The
Committee is developing a comprehensive programme of
research designed to serve the needs of the future
developments of the Irish public service. @ Committee
members come from the following eight departments:
Finance; Environment, Heritage and Local Government;
Health and Children; Taoiseach; Transport;
Communications, Marine and Natural Resources; Social
and Family Affairs; Office of the Revenue Commissioners
and also from Trinity College Dublin, University College
Dublin and the Institute of Public Administration.

This series aims to prompt discussion and debate on
topical issues of particular interest or concern. The papers
may outline experience, both national and international, in
dealing with a particular issue. Or they may be more
conceptual in nature, prompting the development of new
ideas on public management issues. They are not intended
to set out any official position on the topic under scrutiny.
Rather, the intention is to identify current thinking and
best practice.

We would very much welcome comments on this paper
and on public management research more generally. To
ensure that the discussion papers and wider research
programme of the Committee for Public Management
Research are relevant to managers and staff, we need to
hear from you. What do you think of the issues being
raised? Are there other topics you would like to see
researched?

Research into the problems, solutions and successes of
public management processes and the way organisations
can best adapt in a changing environment has much to
contribute to good management, and is a vital element in
the public service renewal process. The Committee for
Public Management Research intends to provide a service to
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people working in public organisations by enhancing the
knowledge base on public management issues.

Jim Duffy, Chair
Committee for Public Management Research
Department of Finance

For further information or to pass on any comments please
contact:

Pat Hickson

Secretary

Committee for Public Management Research
Department of Finance

Lansdowne House

Lansdowne Road

Dublin 4

Phone: (+353) 1 676 7571; Fax: (+353) 1 668 2182
E-mail: hicksonp@cmod.finance.irlgov.ie

General information on the activities of the Committee for
Public Management Research, including this paper and
others in the series, can be found on its website:
www.cpmr.gov.ie; information on Institute of Public
Administration research in progress can be found at
www.ipa.ie.
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EXECUTIVE SUMMARY

Introduction

Innovation is a widely used term, but one that seems to give
rise to ambiguity in a public sector context. In part this
occurs because there is a myriad of definitions on
innovation applying to business models but few specifically
defined for a public sector context and, secondly, the
parameters for implementing innovation in a public sector
context are quite different to those operating in the private
sector. As Mulgan and Albury (2003) suggest, successful
innovation is ‘the creation and implementation of new
processes, products, services and methods of delivery
which result in significant improvements in outcomes
efficiency, effectiveness or quality’. To achieve this outcome,
a number of critical factors require to be put in place, as
outlined in Chapter six.

Research overview

This study attempts to assess the critical factors necessary
for public sector organisations that are implementing
innovation programmes. The research also identifies the
critical steps and cultural change needed of government
departments and public sector organisations in order to
benefit more effectively from, and develop, innovation
potential. The study also seeks to provide a useful guide to
organisations undertaking innovative initiatives by learning
from good practice case studies included in the study. The
major challenge for the public sector is to develop a culture
of innovation, to move from ad hoc initiatives to developing
a comprehensive strategy for innovation underpinned by
funding arrangements, by leadership from senior
management and by reward for managers who lead by
example, drive innovation and provide support for staff
when they encounter project success and failure. The
development of a reward system for innovators should
percolate specifically through the PMDS system. The need
for this has been given further impetus by the proposed
linkage of the PMDS and Performance Related Pay (PRP).
The roll-out of the decentralisation programme and further
developments in the human resource management,
financial management and knowledge management areas
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will also shape the innovation agenda in the public service
over the coming years.

Key action learning points

Based on the evidence from the case-study organisations
reviewed in this study, a range of action learning points
emerge relative to innovation. These action points can act
as a guide with which to develop specific organisational
initiatives:

1. Innovation needs to be driven by senior management
and supported by management in times of success and
failure.

2. A feasibility study of innovative projects should be
undertaken at the outset to ensure core-funding. A
consultation programme with stakeholders should also
be conducted to ensure effective implementation.

3. Encouragement of innovation reward schemes or
exceptional performance awards at all levels will
engender an innovative culture in the organisation.

4. Further develop PMDS to encourage innovation and
change by linking it to PRP and provide promotional
opportunities, by ensuring line managers identify staff
in their sections for future promotions, and, moreover,
provide for additional annual increments to exemplars
of innovation.

5. Develop a comprehensive, rather than an ad-hoc
approach to innovation across the public sector through
a systemic Practitioners’ Forum for innovators, change
managers, who are developing or implementing
innovative initiatives across the public sector.
Confidentiality is paramount to development of the
Forum, to provide a safe environment for practitioners
to discuss successes and failures in the development of
innovative projects and initiatives. The suggestion for a
Practitioners’ Forum originated from the Revenue
Commissioners and was supported by all organisations
interviewed. Key informants suggest this forum should
be outside of funding bodies or departments and be
more a practical exchange of information and
knowledge-sharing rather than a policy think-tank.

6. Establish innovation indicators for organisations to
meaningfully compare innovation across the public
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sector. Existing performance or service indicators do not
provide a sound basis for comparison of the extent of
innovation undertaken in organisations, nor do they
meaningfully provide a true comparison of one
organisation to another. There is a need for an
assessment mechanism which would aim to measure
the extent of innovation in the public sector. It would
classify and apportion a weighting scale of accrual of
efficiencies which could then be used by central
departments when evaluating proposals submitted to
them.

Structural obstacles and the cultural challenge should
not be underestimated. Development of a supportive
entrepreneurial and innovative culture, where
successful innovation is rewarded and management
supports individuals in times of failure, will enable
lessons to be learned without individuals who take risks
being undermined. Perhaps a risk neutral attitude
should apply to innovative project development in the
public sector as opposed to the prevailing situation of a
risk averse attitude?

It is important to acknowledge that innovation is costly.
It is necessary to allow teams to pull back to an extent
from activities at the ‘coal-face’ to provide time and
space to develop new projects. Dependent upon the
organisation, innovation occurs organically within the
organisation, with the use of cross-functional teams,
work flexibilities, reward schemes and various
incentives. In some organisations a small full-time
organisational development resource works with
different parts of the organisation to examine issues of
concern in an objective way and identify opportunities
for innovation.

Similarly, it is important to invest resources in regular
technology scans to keep abreast of technological
developments and identify opportunities for the
organisation.

Concluding remarks

This study has sought to enhance understanding in relation
to innovation in the public sector and also to provide
lessons from initiatives implemented to date in the Irish
public sector. ‘What we need now is the entrepreneurial
imperative. Innovation has to be the end in itself if we want
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to survive. It’s not sufficient any more to see innovation as
a means to an end. It has to be built into everything we do’
(Professor Klaus Schwab, Founder and executive chairman
of the World Economic Forum cited in Marc Coleman’s
article in The Irish Times, Friday, May 12", 2006). The
challenge now for the public sector is to develop an
innovation culture underpinned by a comprehensive
innovation strategy, to provide a supportive environment to
develop ‘enterprising leaders’ for the modern public sector
rather than 'loose cannon-balls’.
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Organisational innovation in the public
sector

1.1 Background

This study examines the extent to which innovation leads to
organisational change in a dynamic environment.
Engendering an innovation culture leading to greater
organisational flexibility is of particular interest in the light
of the modernisation programme within the public sector.
‘Innovation is not about the technology itself. It is more
about how we adapt our organisations, workplaces, and
places of learning to build a better future for our people.
And technology is a key enabler in this process. But in a
world where the pace of technological change never stands
still, it takes both courage and ambition to drive and
implement change’ (Ahern, 2006). A review of comparative
international practices in both the public and private
sectors is proposed. Recommendations for the identification
of appropriate responses that need to be developed within
the public sector in order to encourage innovation will also
be considered.

1.2 Public sector context

‘As structures, processes and people in the Ontario Public
Service have become better connected, the seeds of an
innovation culture have been sown more widely and have
taken root across the organisation. More people are moving
from an “if only” attitude to a “what if” capacity - generating
new ideas for ongoing strategic reform in the 21st century’
(Ontario Public Service, 2002). The Ontario Framework for
Action (1997) provides a good basis of how the development
of an innovation culture within the public service leads to
greater capacity-building and organisational resilience to
meet the challenges of the dynamic environment. As
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2 INNOVATION IN THE IRISH PUBLIC SECTOR

suggested by Hamel (2001), even though organisations
acknowledge the value of innovation, there are evident gaps
between theory and practice. Similarly, an independent
assessment of innovation in central government in the
United Kingdom conducted by the Public Policy Group of
the London School of Economics on behalf of the National
Audit Office reiterates this point. The assessment report
found that the primary benefit of applied innovations within
central government is in enhancing productivity, as well as
contributing to improving effectiveness. It is suggested that
central departments should incorporate innovation
objectives in both the new Capability Reviews of
departments and strengthen further the comprehensive
spending reviews process (NAO, 2006). Similarly it is
important to assess the innovation dynamics necessary in
the Irish public sector to support greater organisational
resilience. There is a need to examine the role of innovation
in the context of the public sector given the significant
challenges currently being faced and the greater need for
organisational resilience in an ever-changing environment.

1.3 Agreed terms of reference and study approach
The following terms of reference were adopted for this
study:

A review of the key concepts of organisational
innovation and their implications for the public sector.

An examination of approaches and practices currently
in operation in the public and private sectors both
nationally and internationally.

An initial identification of lessons learned and
appropriate approaches to encourage effective
innovation in the Irish public sector within the context
of a rapidly changing external and internal
environment.
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A literature review was conducted of national and
international material on innovation culture and
organisational flexibility. The lack of published research in
this area nationally means that it was first necessary to
undertake secondary research to identify the current
innovative developments taking place in the public sector,
to identify the key features and structures that provide the
context for implementing and diffusing innovation. A range
of sources of data was examined to construct this picture,
including: official Government policy documents;
government departmental publications; local government
publications (e.g. corporate plans, managing change
documents, organisational development plans and charts);
international government documents (e.g. UK Cabinet
Office, Government Publications in the Netherlands,
Ontario Public Service, Canada); speeches and press
releases (e.g. trade unions, politicians, top management);
critiques of previous and ongoing reform initiatives here
and abroad, internal public sector management
consultancy documents and private sector examples
(Harvard University Studies, IBM). In order to develop an
interview framework to guide the research process at this
level, secondary data was reviewed and analysed to
establish the approach being taken to implementing
innovative reforms and the views of top management as to
the rationale for this approach.

Interviews were held with a number of individuals in a
cross-section of public and private sector organisations.
Innovative examples of good practice were examined in a
number of case studies chosen from departments, agencies
and a local government setting. In combination, this
evidence provides a sound basis for identifying potential
ways forward to encourage and support innovation in the
Irish public sector.
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1.4 Report structure
Following this introductory chapter, the structure of the
report is as follows:

Chapter Two reflects on a number of key themes from
the literature on innovation and clarifies what exactly is
meant by the term ‘innovation’ in a public sector
context. The chapter also presents Halversen’s (2005)
types of innovation in the public sector which will be
used as a framework in subsequent chapters to reflect
on the experience in the Irish public sector.

Chapter Three reviews issues and developments in
relation to implementation of innovation in a national
context and explains the role of innovation funding in
supporting the process.

Chapter Four outlines a number of international
developments in terms of innovation and how
governments in other countries are progressing
innovation as a central component of their public sector
modernisation agendas.

This is followed by a discussion in Chapter Five of the
major issues emerging from discussions with senior
personnel in a number of departments and public sector
organisations who have been proactive in implementing
a range of innovation projects. The chapter also explores
lessons from the private sector in terms of driving the
agenda forward.

Finally, Chapter Six develops conclusions and recom-
mendations to guide public sector organisations
developing innovative projects.

Detailed supporting material is reported in the
Appendix and Notes. A full bibliography is provided.



Defining organisational innovation

2.1 Introduction

Innovation is regarded as increasingly important, primarily
because it is taken to be a key indicator of how successful
organisations are resilient to more rapidly changing and
complex environments (Thompson and McHugh, 2002,
p.253). Innovation is a widely used term, but one that
seems to give rise to ambiguity in a public sector context. In
part this occurs because there is a myriad of definitions on
innovation applying to business models but very few
specifically defined for a public sector context and,
secondly, the parameters for implementing innovation in a
public sector context are quite different to those operating
in the private sector.

2.2 What is organisational innovation?

As noted in the working paper of the Canadian Centre for
Management Development’s Action Research Roundtable
on the Learning Organisation (2000), one of the main
challenges of analysing innovation is the lack of consensus
about what the term means.

Borins (2000) notes that the academic literature on
innovation distinguishes between invention, the creation of
a new idea, and innovation, the adoption of an existing idea
for the first time by a given organisation (see Rogers, 2003)
There are also numerous definitions of innovation in the
management literature, broadly based around the theme of
a change in processes or technology that creates value for
the customer or organisation. The definitions distinguish
innovation as being more than mere change or novelty.
Halvorsen et al (2005) define innovation in a broader sense
as ‘changes in behaviour’. They note that there is no one

5



6 INNOVATION IN THE IRISH PUBLIC SECTOR

authoritative definition of innovation given that the
meaning of innovation has been under constant evolution.
The earlier definitions of innovation, for example
Schumpeter’s (1934), limited themselves to novel products
or services in the private sector. Later definitions took a
broader context, to include social innovations
(organisational, institutional, and political), innovations in
services, and also innovations in the public sector. Koch
(2005) suggests that innovation ‘s a matter of making use
of learning, i.e. using your competence base as the
foundation for finding new ways of doing things in a
manner that improves the quality and efficiency of the
services provided’.

Halvorsen et al (2005) suggest that in studying
innovation in the public sector, ‘one has by the outset
removed oneself from the narrowest interpretations of
innovation’. Similarly, given the difficulty in measuring
value in the public sector, Bartos (2002) sets out a
definition of innovation appropriate to the public sector:
Innovation is a change in policy or management practice that
leads to a lasting improvement in level of service or quantity
or quality of output by an organisation.

Mulgan and Albury (2003) in a UK Cabinet Office Paper
entitled Innovation in the Public Sector found that:

The majority of innovations are incremental in nature,
involving relatively minor changes to existing services or
processes. The paper states that on their own, ‘they
rarely change how organisations are structured or the
relationships and dynamics within or between
organisations. But they are crucial to the relentless
pursuit of improvement in public services, to the
tailoring of services to individual and local needs, and to
value-for-money’.

Less frequently radical innovation occurs, new services
are developed or fundamentally new ways of organising
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or delivering a service are established (on-line tax
returns, distance learning). ‘Organisations that generate
or adopt these innovations may achieve marked
improvement in performance in relation to others in
their sector, may have significantly different modes of
working and can alter the expectations of customers
and wusers, but the overall dynamics of the sector
remains unchanged’.

Systemic or transformative innovations occur from time
to time and are driven by the emergence of new
technologies (e.g. ICT, electrification), which transform
sectors, giving rise to new workforce structures, new
types of organisation, new relationships between
organisations and steep change in overall performance.
Systemic innovations can also be driven by changes in
mindsets or new policies. ‘They entail constructing
different relationships between users and services, new
institutions and relationships between institutions, new
funding regimes, major alterations in governance and
accountability, and, not infrequently, a redistribution of
rights and responsibilities among the public, managers
and professionals’.

Thompson and McHugh (2002) indicate that ‘the main
priority for management strategy is to create the conditions,
institutional and cultural, for sustainable innovation
through  self-generating processes and learning
mechanisms in the workplace’ (p.253). Walker (2003) notes
that innovations are rarely the product of individual efforts
or the reaction to an isolated event. ‘The research evidence
indicates that innovations emerge through periods of
initiation. The initiation of an innovation typically involves
three stages: gestation, shocks and triggers and resource
plans’.1 Golden, Higgins and Hee Lee (2003) found that
national systems of innovation are responsible for
innovation primarily through the creation and application
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of new knowledge (i.e. the commercialisation of innovation
or as it is better known, entrepreneurship). Borins (2000)
conducted an analysis of best applications in terms of
innovations for the American Government Awards Program
to see whether they fit the image of public management
innovators as loose cannons and rule breakers, or the
counter-image of enterprising leaders. The findings suggest
that public-management innovators are enterprising
leaders taking astute initiatives rather than loose cannons,
rule breakers, self-promoters, power politicians and
manipulators of public authority for private gain (Borins,
2000).2

Bartos (2003) says that innovation is difficult in any
organisation, but particularly in the public sector. ‘For both
ministers and bureaucrats, innovation carries high risks. If
a new approach to policy or administration is adopted and
fails, there will inevitably be criticism - and in the case of a
failed initiative, this is perhaps understandable.
Unfortunately, the reverse does not apply to a successful
innovation. More often than not the responsible minister or
agency is criticised for not having implemented the
innovation sooner or for having done so in the wrong way’
(p-9). Borins (2002) found that the most frequent impetus
for innovation was internal problems rather than crises.
‘The relative infrequency of crisis-driven innovation,
however, suggests that crises are not a necessary condition
for public-sector innovation. Innovators are more likely to
respond to internal problems before they reach crisis
proportions or take advantage of opportunities, such as the
availability of new information technology’ (p.502). Koch
(2005) states that ‘the idea that any innovator or
entrepreneur is solely driven by the urge for profit is clearly
too simple and naive. Both public and private employees
are driven by much more complex motivations than that’.

The UK Cabinet Office discussion paper, Innovation in
the Public Sector (2003), highlights the findings of a survey
conducted by Borins (2001) on public sector innovation.
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The survey (2001) found that innovation is initiated by front
line staff and middle managers (50%), is not a response to
a crisis (70%), cuts across organisational boundaries (60%)
and is motivated more by recognition and pride than
financial reward. ‘Arguably, those innovations which are a
response to crisis, manifest failure, or awareness of
potentially acute problems have tended to be organisational
in nature, rather than process or service innovations. The
creation of the Food Standards Agency or the Financial
Services Authority, the re-organisation and melding of the
benefit and employment systems, and the setting up of
Primary Care Trusts are all responses to problems with the
systems they replaced’ (UK Cabinet Office, 2003).

2.3 Types of innovation in the public sector

Halversen et al outline several types of innovation in the
public sector (see Table 2.1). They condense these further
into three types of spectrums:

Incremental innovations to radical innovations (denotes
the degree of novelty, incremental improvements of
already existing products, processes or services);

Top down innovations to bottom-up innovations (denotes
who has initiated the process leading to behavioural
changes, ‘the top’ meaning management or
organisations or institutions higher up in the hierarchy;
‘bottom’ meaning workers on the factory floor, public
employees, civil servants and mid-level policy makers);

Needs led innovations and efficiency-led innovations
(denotes whether the innovation process has been
initiated to solve a specific problem or in order to make
already existing products, services or procedures more
efficient).
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Table 2.1 Types of innovation in the public sector

Type of innovation Example

A new or improved service Health care at home

Process innovation A change in the manufacturing of a
service/product

Administrative innovation The use of a new policy instrument as a result

of a policy change

System innovation A new system or a fundamental change of an
existing system by establishment of new
organisations/new patterns of co-operation
and interaction

Conceptual innovation A change in the outlook of actors; such
changes are accompanied by the use of new
concepts, e.g. integrated water management

Radical change of rationality The world view or mental matrix of the

employees of an organisation is shifting

Adapted from source: Halversen et al (2005)

Mulgan and Albury (2003) further acknowledge that
three types of innovation (incremental, radical and
systemic) can originate at different levels: (local, cross-
organisational, mnational) resulting in government
departments having three inter-related policy roles with
respect to innovation:

policy innovation: new policy directions and initiatives;
innovations in the policy-making process;

policy to foster innovation and its diffusion.

There is also a vital distinction made in the UK Cabinet
office discussion paper between ‘ “top-down” innovation
where specific change is driven through the delivery system
by prescription, regulation and support and ‘bottom-up”
innovation where government enables and facilitates the
development and diffusion of an innovation which
originates in an organisation or network within the delivery
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system’. Rogers (2003) defines diffusion as ‘the process by
which (1) an innovation is (2) communicated through
certain channels (3) over time among (4) the members of a
social system’. The four main elements are the innovation,
communication channels, time and the social system
(Rogers, 2003). It is noted in the literature that a focus on
the mechanisms and processes by which innovations are
implemented and adopted or adapted by other
organisations (diffusion or dissemination) is as important
as focusing on the origination and generation of innovation.
(Mulgan and Albury, 2003)

It is noted by the Mulgan and Albury (2003) that in the
private sector the main motivation for innovation is the
need to maintain or increase profitability. This provides an
incentive to innovate to reduce costs, create new products
and services and improve market share. The public sector
has parallel motivations but value in the public sector is
more complex and difficult to measure, includes
quantifiable outcomes (less crime, poverty) and has softer
outcomes (quality of services, trust between service
providers and users).

2.4 Why is organisational innovation beneficial?

The Mulgan and Albury discussion paper (2003) notes that
‘there is a widely held assumption that the public sector is
inherently less innovative than the private sector. Imputed
reasons include a lack of competition and incentives; a
culture of risk aversion and bureaucratic conservatism; a
workforce which is unresponsive to, and unwilling to
change’. However, the paper suggests that there has been a
strong history of public sector innovation in the UK, for
example, new teaching practices to new organisational
structures (NHS, BBC) to major infrastructure
developments (Joint Academic Network (JANET) in higher
education) and stimulus for fundamental technological
breakthroughs like the Internet.
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Research on private sector innovation has indicated
that there are a number of conditions that affect the
inventiveness of organisations; these include: the structure
of the sector (e.g. nature of competition, degree of market
concentration, regulation); management (e.g. degree to
which innovation is a formal goal, ability to create space for
innovation, focus on outcomes); rewards (e.g. bonuses,
property rights, recognition) and culture (e.g. attitudes to
risk, learning from failure, encouragement of radical
thinking) (Mulgan and Albury, 2003).

Walker (2003) emphasises that ‘the stress on innovation
as a mechanism for public service improvement is well
founded: empirical evidence indicates that high-performing
organisations are those which innovate’.> Walker (2003)
outlines a number of key issues in the management of
innovation that could be of use to public service
organisations; these include the management of innovative
cultures; management of people; implementation strategies;
sustaining innovation through leadership; management
strategies; flexibility in implementation.

2.5 How are innovations introduced and spread in the
public sector?
Having analysed financial reforms since the 1980s which
underpinned the ability of Australia’s government to foster
a more innovative and flexible approach to resource
management, Bartos (2003) suggests that successful
innovation is not a one-off effort but needs to be
accompanied by review, fine-tuning and correction of past
mistakes. Having analysed innovations in the Australian
public sector, he found that a change of government
provides an important opportunity and stimulus to
innovation. But he also found that innovation is not simply
explained by the desire of a new government to stamp its
mark on the public sector, there is a multitude of ideas for
innovation available to a new government (policy advisers,
the bureaucracy, consultants, lobby groups etc) but he
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questions what causes one specific change to be adopted
over another? He argues that when all the following core
elements apply there is a high likelihood that some major
innovation in the public sector will be successfully
implemented:

a coherent idea with credible theoretical underpinning;
political impetus for adoption of that idea;

bureaucratic capacity and willingness to implement the
change;
high profile and committed advocates for the innovation

at either or both of the political and bureaucratic levels;
and

a reason for change that cannot be ignored for reasons
of either political imperatives or national interest (p14).

He also suggests that it is vital to manage the risks but
also to acknowledge that there can be risks from not
innovating. In a fast moving world, it is easy for any
organisation to be left behind by developments in not only
technology but in processes and policies. In the private
sector, firms that are left behind are generally sorted out by
competition. In the public sector, a failure to keep up with
the environment can have less immediate consequences,
but no less dangerous ones for public confidence in
government and the public service’ (p.13). He suggests that
the standard tools of risk management should be applied to
identify the types of risk faced, their likelihood and
consequences. He recommends that the managers
responsible for the innovation consider those risks and
systematise their management through either a standard
likelihood /consequences matrix or a recognised risk
management tool. Walker (2003) concludes that ‘overall,
organisations need to recognise the management of
innovation as a complex process and although innovation
should lead to service improvement, it might not necessarily
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run smoothly’ (p.101).

Halversen et al (2005) suggest that if you take a narrow
definition of innovations you would expect that innovations
would be transferred from the private sector to the public
sector. This may hold in many instances, but when using a
broader context of what defines innovation, innovations are
also generated within the public sector itself. Examples
cited of how innovation is introduced into the public sector
is  through technology procurement; technology
development; bureaucratic and organisational reform and
new policies. They examine how innovations spread in the
public sector when the pecuniary interests of individuals or
groups of stockholders are missing. They suggest several
factors that create a top-down or external innovation push
and, alternatively, factors or circumstances within the
public sector itself creating an innovation pull. These
factors are summarised in Table 2.2.

Table 2.2 Push/pull factors for innovation

Push factors Pull factors

Policies and political targets (fixed interval | User needs and preferences

elections, political programmes (creativity,

innovations))

Popular opinion (media, citizens’ Organisational overstretch or
expectations, feedback loops into frustration with status quo
innovation)

International agreements, laws, Lobbyism

regulations and standards (supranational
bodies-globalisation — WTO,IMF,EU)

Technological and scientific development Technological interdependencies

Societal developments (demographics,
migration, economic growth/

developments/crises)

Adapted from source: Halversen et al (2005)

The public sector is viewed as bureaucratic in terms of
being slow moving, rigid, a hierarchically organised system
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with specialised departments that are directed towards
concrete targets and have ambiguous defined limits of
authority. This bureaucratic system is perceived as time-
consuming, oversized and expensive (a waste of taxpayers’
money) (Halversen et al, 2005). Turnbull (2005) notes that
‘an excessive sense of hierarchy means people move slowly
up the organisation, being promoted when the organisation
is ready rather than when they are ready to take on greater
responsibility. There are issues of culture: speed of reaction
and ability to innovate, a focus on process rather than
outcome’. Therefore, if bureaucracy in a negative sense
exists in the public sector, this points to the structure of the
organisation being a problem.

Halversen et al suggest that administrative innovation
would be a preferable solution (See Table 2.1) ‘as it may
create better structures for absorbing policy learning and
technical innovation’. Also it has been suggested that the
‘bureaucratic’ system might be institutionalised in the
‘organisational way of doing things’ and that this in itself
might be a barrier to innovation.® Halversen et al (2005)
emphasise that insitutions are not static, but transformed
through continual processes of interpretation and
adaptation. Institutions develop considerable robustness
against changes in the environment and explicit reform
efforts through this institutional autonomy and internal
dynamics. They suggest that incentives for change are
institutional rather than political-rational. ‘The participants
enter the organisation with individually shaped ideas,
expectations and agendas, different values, interests and
abilities. The institutions absorb some of these individual
interests and establish criteria by which people discover
their preferences. If the participants do not agree on these
preferences they might choose to exit the organisation. In
that way the institutions get further institutionalised
instead of radically changed’ (Halversen et al, 2005, p.10).
Because of this Halversen et al (2005) say that innovation
in the public sector is perceived to be forced upon the
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organisation from the outside. Political change is often
associated with  policy entrepreneurs, political
interventions, and technical innovation with innovative
champions. However, personal incentives such as power,
status, improved promotional prospects and salary provide
a stimulus to innovate within the public sector as in the
private sector. See Table 2.3

Table 2.3 Incentives for innovation

Public sector/individuals Private sector/individuals

Prestige Prestige

Self-fulfilment Self-fulfilment

Professional for spin-off business Idealism

Idealism Career

Career Power

Power Money (salary, profits, bonuses)

Money (salary) Job  security (enhanced company

competitiveness and profitability)

Imposed requirement

Public sector/organisations Private sector/organisations

Problem solving (in order to reach | Problem solving (in order to reach

objectives) objectives)

Increased funding Profits

The propagation of a policy, idea or | Market-shares
rationality

More staff Pre-empt competition
Public relations Growth (in size)

Public relations

Source: Halversen et al (2005)

Having reviewed the literature on innovation, the
definition of innovation that is most appropriate and
meaningful in a public sector context is outlined in a
Mulgan and Albury (2003) discussion paper entitled
Innovation in the Public Sector, which defines successful
innovation as ‘the creation and implementation of new
processes, products, services and methods of delivery
which result in significant improvements in outcomes
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efficiency, effectiveness or quality’. Within the public sector
the various types of innovation were outlined in Table 2.1
and the three most appropriate to this study include a new
or improved service, system innovation and conceptual
innovation. The literature also cited incentives and barriers
in the development of an ‘enterprising culture’ to deliver
successful innovation in the public sector. These
conceptual underpinnings will be further explored in a
national context in the case studies and key informant
interviews.



Innovation in a national context

3.1 Introduction

The extent of innovation which occurs in an economy
depends on decisions about the allocation of resources, that
is, on investment decisions or strategies (Schumpeter,
1934). These decisions and strategies are underpinned by
knowledge, learning and development to generate greater
innovation, efficiencies, competitiveness, growth and
prosperity in the economy (O’Sullivan, 1998). The
Taoiseach, Bertie Ahern TD, acknowledged in a recent
speech that, as a small open economy, Ireland has
benefited from considerable added value by exploring the
potential of information and communication technologies
(ICTs); by coupling innovation with adapted business
processes and organisational structures underpinned by a
flexible and open education system to develop the skills and
expertise needed to drive innovation. ‘Innovation is not
about the technology itself. It is more about how we adapt
our organisations, workplaces, and places of learning to
build a better future for our people. And technology is a key
enabler in this process. But in a world where the pace of
technological change never stands still, it takes both
courage and ambition to drive and implement change’
(Ahern, 2006).

3.2 Examples of national innovative developments

The Budget (2006) set out a multi-annual investment
programme for the third level education sector, with
funding of €1.2 billion being allocated for this purpose over
the five year period 2006-2010. Of this, €300 million is
allocated for a new Strategic Innovation Fund, €630 million
for Exchequer capital investment and €270 million for PPP

18
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projects. Brady (2005) suggests that this initiative on third-
level funding should prove as historically significant as the
earlier work of Hillery and O’Malley in education. He
acknowledges that this investment commitment in the
Budget to the establishment of Fourth Level Ireland will see
major investment by government in the promotion of
research and innovation in the Irish higher-education
sector over the five year period. ‘Knowledge is and will
continue to be the key to Ireland’s future; the new Ireland
we are working together to create will be a society and
economy founded and grounded on knowledge’ (Brady,
2005).

Brady suggests that the budgetary investment
commitment by government is an acknowledgement that it
is investment in education and cutting-edge research that
will expand the economy’s ability to absorb, generate and
harness new knowledge (Brady, 2005). The Taoiseach said
that the major new investment in higher education ‘stems
from the government's recognition that safeguarding our
future growth and prosperity requires investment now in
Ireland’s knowledge, skills and innovation capacity’ (Ahern,
2005). Investment in higher education will also be identified
as a core element of the successor National Development
Plan for the period 2007 to 2013. Strong emphasis is placed
on institutional collaboration in the funding awards.
Awards under the fund will be based on a competitive call
for proposals by the Higher Education Authority and an
international panel of experts will be convened to consider
the proposals submitted. The fund aims to:

incentivise and reward internal restructuring and
reform efforts;

promote teaching and learning reforms (including
enhanced teaching methods, programme restructuring
at third and fourth level, modularisation and e-
learning);

support quality improvement initiatives aimed at
excellence;
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promote access, transfer and progression and
incentivise stronger inter-institutional collaboration in
the development and delivery of programmes;

provide for improved performance management systems
and meet staff training and support requirements
associated with the reform of structures and the
implementation of new processes; and

implement improved management information systems
(Hanafin, 2005).

The fund allocates an initial €15 million in the start-up
year, 2006, €60 million in 2007, €75 million per annum
from 2008 to 2010. In framing proposals, there will be a
requirement on institutions to contribute funds from their
own resources to copper-fasten the reform efforts. This is
important in ensuring that the fund can leverage
fundamental change throughout the system through
promoting new thinking and new priorities in the use of
existing resources. In tandem with this, the Higher
Education Authority is currently advancing proposals for
reform of the mechanisms for allocating core funding to
institutions’ (Hanafin, 2005).

In central government, the role of the Change
Management Fund in stimulating public sector innovation,
since its inception in 1999, should not be underestimated.
The operation of the fund is co-ordinated by the
Department of Finance and is overseen by a Change
Management Fund Working Group (CMFWG) comprising
officials from the Departments of Enterprise, Trade and
Employment, Finance, Health and Children, Social and
Family Affairs and the Taoiseach. The establishment of the
Change Management Fund was driven by the aim of
supporting departments and offices in the public service in
their efforts to implement the strategic change agenda.

The fund was initially to run over the five-year period
1999-2003 with an annual budget of €6.34 million. The
fund continued in 2004 and 2005 with budgetary
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allocations of €2.18 million and €2 million respectively. In
2006, the fund is continuing to operate at a similar level to
provide co-funding for projects which support the
modernisation agenda. A list of priorities in terms of
projects considered for funding in 2006 was set out by the
CMFWG as follows:

innovative projects with cross-departmental impact and
benefit;

innovative projects which enhance organisation
development and support new methods of service
delivery to both internal and external customer groups;
projects co-ordinated from the centre which benefit the
wider civil service;

QCS initiatives including accreditation, and evaluation
of customer charters;

regulatory reform including RIA, statute law revision,
consultation and administrative simplification,;

PMDS: the remaining implementation of upward
feedback and the integration of PMDS with wider HR
policy;

the development of key performance indicators and
resource allocation and budgeting systems;

the implementation of the Mullarkey Report,
particularly in regard to risk assessment procedures;
enhancing communications and knowledge
management;

human resource management;
projects that support decentralisation and which come

under any of the above categories will also be
considered for funding (Department of Finance, 2005).

The CMFWG envisages that approximately one third of
this amount will be required to continue co-funding
centrally co-ordinated projects benefiting the wider public
service. The remaining funding will be allocated primarily to
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new initiatives designed to improve the functioning of the
civil service in terms of capacity to deliver high-quality
services in an effective manner and which require seed-
capital start-up. The CMFWG guidelines recommend that
proposals relating to Information Society or e-Government
projects are not appropriate to the Change Management
Fund.

An example of department-led innovation is the
Department of Communications, Marine and Natural
Resources Innovation and Change Management Fund. This
fund was established in 2004 with a budget of just over
€550,000, rising to €1 million in 2005 and in 2006. The
purpose of the fund is to support the seven non-commercial
state-sponsored bodies (NCSSBs) and also the seven
regional fisheries boards, under the aegis of the
department, in their efforts to implement the strategic
change/modernisation agenda.5 The fund was devised in
2004 and was modelled on the Civil Service Change
Management Fund. A business case must be clearly set out
by each body seeking funding and a report is submitted to
the Strategic Change and Modernisation Division of
DCMNR at the end of the year outlining the tangible
benefits achieved by the project for which co-funding was
granted. In October 2005, eighteen projects applied for
funding, eleven projects were approved, five projects
refused, and two were awaiting a decision. Projects
approved for funding include modernisation issues dealing
with customer service, training and development,
knowledge management, integrated technology framework,
partnership, developing a learning organisation and a HR
information system. In a recent review of the scheme, a
number of the bodies noted that projects would have
happened at some stage but this fund accelerates their
implementation, ‘the fund speeds up implementation of the
modernisation agenda, it brings things on-line earlier’. The
decision to provide the funding is decided on an annual
basis by the department, this prevents any reliance by the
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bodies on a continuous funding stream. An external
independent value-for-money audit and review of the fund
will be commenced in the coming year to assess its impact
on the sector.

Tuohy (2005) underlines the importance in any future
change agenda of the need for ‘a much greater focus across
all the public sector on the urgency of the change agenda
and the scale of dramatic changes needed. These have been
ably demonstrated in many private sector examples in
recent times. It is important that the scope, depth and
urgency of the changes are not diluted by a desire to
achieve consensus as to what it is possible to agree on
either at central or local level’. He also reiterates that ‘there
is a need to support and encourage innovation across the
public service’. He acknowledges that the Change
Management and Innovation Fund for the DCMNR’s non-
commercial state companies will assist innovation but
argues that there is a need for similar initiatives in the civil
and public service generally. In terms of innovation, he
deems the demise of the Information Society Fund as
regrettable.

The Information Society Commission Report (2005)
highlights that innovation is the key to unlocking the value
of information and communication technologies (ICT). The
Information Society Commission Report says that in the
digital era it is more about new ways of doing things than it
is about technology. Minster Kitt reaffirmed the report’s
suggestion that ‘we should think in terms of one part
technology, nine parts innovation. The value of ICT cannot
be unlocked by simply bolting it on to established ways of
doing business. We must be prepared to embrace new ways
of doing things, and to innovate in terms of new work
practices, new skills, and new organisational structures’
(Kitt, 2005; ISC Report 2005). The report suggests that
‘creativity and innovation are not “produced”, but the
conditions that increase their likelihood can be better
understood and more effectively provided’. In this context,
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the Report advocates a key role for government as
facilitator, supporting innovation-conducive environments.
The report outlines the leadership and functional
contributions relevant to government, including:

facilitating interaction between all relevant actors;

maintaining a consensus and commitment at the
highest level in support of knowledge-based innovation,;

coherence of policy design and implementation
(including greater horizontal and vertical integration
across departments and agencies as key to improving
the delivery of quality public services and the
implementation of national strategies);

government departments developing their capacity to
utilise research effectively in formulating and evaluating
policy;

improving  publicly-delivered services through
innovation;

fostering innovation through public procurement
policies;

being proactive in fostering social innovations and
developing its capacity to continuously identify key
challenges, update policies accordingly and transform
policy into action (ISC, 2005).

Workplace Change and Innovation in Ireland’s Local
Government Sector, published by the National Centre for
Partnership and Performance (NCPP) in association with the
Local Authority National Partnership Advisory Group
(LANPAG), addresses the issues affecting local authority
workplaces attempting innovative initiatives and sets out a
number of good practice case studies to inform future policy
development in the area. Case study research was
undertaken by the NCPP in four local authorities: Donegal
County Council, Meath County Council, South Dublin
County Council, and Wexford County Council. The case
studies highlight the dynamics of how partnership-oriented
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organisations respond innovatively to the various
challenges in their sector. ‘These case studies show how the
political and organisational changes in Ireland’s local
government system are being underpinned by innovation
within the local authority workplace’ (NCPP, 2005). The
NCPP Report (2005) inputs into one of the core objectives of
the government’s National Workplace Strategy in terms of
promoting workplace innovation by identification and
dissemination of noteworthy examples of good practice. The
NCPP Report also reinforces the importance of a workplace
partnership approach in delivering mutual benefits for
management, union and employees. The strategy notes that
‘the country’s future competitiveness depends on a highly
skilled and participatory workforce enjoying a high quality
working life. The case studies presented [in this report]
demonstrate practical ways by which an organisation can
harness the goodwill and capabilities of its workforce by
proactively engaging and involving staff at all levels of the
organisation, and by identifying and responding to their
needs and concerns’ (NCPP, 2005).

The report acknowledges that the full potential of
workplace partnership has yet to be realised in many local
authorities, but it underlines that ‘there is no doubt that
the involvement and participation by employees and their
representatives in the planning and implementation of
workplace change is and will remain central to the future
success of local authorities’. A key challenge for
management and unions is highlighted in the report in
terms of providing ‘adequate leadership, resources and
support to workplace partnership and to test its capabilities
by engaging it in the handling of more strategic issues’
(NCPP, 2005).

Thomke (2003) says that ‘when Albert Einstein noted
that anyone who has never made a mistake has never tried
anything new, he was undoubtedly referring to the need to
experiment in the quest for discovering new things. Indeed,
at the heart of every company’s ability to innovate lies a
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process of experimentation that enables the organisation to
create and evaluate new ideas and concepts for products,
services, business models, or strategies’ (Thomke, 2003,
pP-5). A number of the case study organisations highlighted
that the culture of the public sector is quite risk averse
where mistakes can be costly to the innovating
organisations in terms of jeopardising future funding
sources and being isolated by line departments and other
colleagues during times of failure. Grant (2002) notes that
tension between the operating and the innovating parts of
organisations is inevitable. Innovation upsets established
routines and threatens the status quo. The more stable the
operating and administrative side of the organisation, the
greater the resistance to innovation’ (Grant, 2002, p.361).
To engender a process of experimentation and
innovation in the public sector, a number of organisations
consulted felt that line departments should be more
supportive to innovating organisations and funding should
be more flexibly available to those pioneering organisations
that have a positive track-record for implementing overall
successful innovations. A radical change in the culture of
the public sector was suggested to remove the obstacle of
risk/fear and allow more widespread innovation; a
fundamental change to encourage innovation coupled with
risk management was advocated. Grant (2002) highlights
two organisational innovations that have helped to
reconcile creativity and knowledge development with
operational efficiency and knowledge application, namely:
cross-functional product development teams and product
champions. Cross-functional product development teams
‘have proven to be highly effective mechanisms for
integrating the different functional capabilities required to
develop a new product, and for developing communication
and co-operation across functional divisions’ (Grant, 2002,
p.361). Product champions provide ‘a means by which
individual creativity and the desire to make a difference can
be reconciled within organisational processes. The key is to
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permit the same individuals who are the creative forces
behind an innovation or business idea also to be the leaders
in commercialising those innovations’ (Grant, 2002, p.361).
Grant affirms that companies that are consistently
successful in innovation have ‘the ability to capture and
direct individuals’ drive for achievement and success within
their organisational processes; creating product champion
roles is the most common means for achieving this’ (Grant,
2002, p.362). He acknowledges that ‘given resistance to
change within organisations and the need to forge cross-
functional integration, leadership by committed individuals
can help overcome vested interests in stability and
functional separation’ (Grant, 2002, p.362). Grant notes
that Schén’s study of fifteen major innovations found that
‘the new idea either finds a champion or dies’ (Schén,1963,
p.-84). Marks et al (1998) highlight that ‘successful diffusion
of innovation tends to require that action moves from
specific projects and “change champions” to durable
networks and alliances between organisational functions
and interests’ (Marks et al, 1998 cited in Thompson and
McHugh, 2002, p.254).

Fountain (2001) notes that ‘private sector vendors of
digital government and professional service firms have
aggressively targeted the construction and operation of the
virtual state as an enormous and lucrative market to be
tapped. Economic incentives in the private sector generate
rapid, innovative solutions and applications that should not
be ignored by government actors. Yet information
architecture, both hardware and software, is more than a
technical instrument; it is a powerful form of governance’.
She advises governments to be careful in their zeal to
modernise, not to unwittingly betray the public interest. ‘It
will remain the province of public servants and elected
officials to forge long-term policies that guard the interests
of citizens, even when those policies seem inefficient,
lacking in strategic power, or unsophisticated relative to
“best practice” in the economy’ (p.203).
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3.3 Some concluding remarks

Schwab suggests that given the conditions which have
allowed Ireland to prosper are changing, ‘Ireland’s challenge
is now to change that knowledge economy into an
innovation economy. Knowledge will soon be available
everywhere - I call it the ‘googlisation’ of globalisation. It’s
not what you know any more, it's how you use it. You have
to be a pace setter’. He advocates that what we need now is
the entrepreneurial imperative. Innovation has to be the
end in itself if we want to survive. It’s not sufficient any
more to see innovation as a means to an end. It has to be
built into everything we do’ (cited in Marc Coleman’s article
in The Irish Times, Friday, May 12, 2006).



4

Innovation in an international context

4.1 Introduction

In order to inform later discussion, this chapter focuses on
innovation development in an international context.
Developments in Canada, the Netherlands, Norway and the
United Kingdom are outlined in this chapter.

4.2 Canada

During 1995, Ontario Public Service (OPS) began to work on
a vision for the public service of the future. ‘This vision was
developed to clarify the key directions and key enablers of
change and was communicated to the public service
through the first of what became annual reporting from the
secretary of the cabinet on the status and evolution of
public services’. Building the Ontario Public Service for the
Future: A Framework for Action (1997) set out the new
directions of the OPS under five short goals. The document
envisioned a public service that is focused on core business,
ensures quality service to the public, is smaller and more
flexible, is integrated and cohesive, and is accountable. A
core theme that emerged as part of the new vision for the
OPS is an organisation that operates from the ‘outside-in’
by opening up its business plans and performance
measures to public scrutiny, by asking customers how,
where and when they want their services delivered, and by
constantly learning, improving and adapting to the
challenges and new expectations (Bain et al, 2002). ‘As
structures, processes and people in the Ontario Public
Service have become better connected, the seeds of an
innovation culture have been sown more widely and have
taken root across the organisation. More people are moving
from an 4f only’ attitude to a ‘what if’ capacity - generating

29
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new ideas for ongoing strategic reform in the 21st century’
(Ontario Public Service, 2002). The Ontario Framework for
Action (2002) indicates how the development of an
innovation culture within the public service leads to greater
capacity-building and organisational resilience to meet the
challenges of the dynamic environment. As noted by Bain et
al (2002) much has been accomplished in recent years, but
‘the expectations of OPS customers will continue to be a
spur to innovation and quality service. Ministries will
respond by listening to their customers, building responsive
public services, measuring and continually improving’.
Quality and innovation in the Ontario public service
continues to be about the journey. They reiterate that
success will be judged by the public from the ‘outside-in’
(Bain et al, 2002).

Similarly, Borins (2000) notes that, despite its image as
old-fashioned and resistant to change, Canada’s public
sector is innovative and keeping pace with it's US
neighbour. A number of examples of innovation are outlined
by Borins, including Environment Canada’s ultraviolet
index that is routinely incorporated into summer weather
forecasts, Ontario’s privatised high-tech Highway 407 and
Parks Canada’s accessibility program that ensures national
parks are more user-friendly for people with disabilities and
seniors. Borins made a direct comparison between over 200
applications to the US based Ford Foundation-Kennedy
School of Government award and thirty applications to the
Institute of Public Administration of Canada’s management
innovation award between 1990 and 1994. He found that,
despite the differences in the political and social systems of
the two countries, the patterns of public management
innovation were virtually identical.

Earl (2003) highlights a number of reasons why
innovation should be measured in the public sector,
including:

policy purposes (commercialisation - using public
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knowledge to capture value and transfer technology,
encouraging technology development and adoption,
developing alliances and partnerships with the private
sector),

public sector efficiency

encouraging national competitiveness and growth (Earl,
2003).

She notes that innovation can relate to a product
innovation, process innovation, organisational innovation
and market innovation and this poses quite a difficulty in
terms of capturing information on innovation in the public
sector. Furthermore, she suggests that it is important to
define a market for the public sector given that ‘public
sector organisations create and enhance products and
processes to serve their clients. These clients are often, but
not always, non-paying; they are a market. Examples of
paying clients (albeit sometimes subsidised) include:
university and college students; and purchasers or
licensees of products (goods and services) or processes’.
She also suggests that it is important to consider in data
collection that innovation indicators can cross the public-
private sector divide.

Current measures of innovation in the public sector
include research and development, intellectual property
(patents), licensing activities, spin-offs and bibliometrics.
Surveys have been conducted in Canada including a Survey
of Electronic Commerce and Technology (SECT) which is an
annual cross-economy survey of information
communication technology use.®° She suggests that the
tools required to measure innovation in the public sector
include the development of a statistical framework. She also
says that there is a need to clarify definitions and concepts
and to re-market and target respondents accordingly (Earl,
2003).

The Deputy Minister’s Learning and Development
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Committee (LDC) was created in 1999 to devise a learning
agenda for the public service of Canada. In its report in
June 2000, the LDC recommended the creation of a seed
fund to provide financial support for the ‘development and
piloting of new ideas for service delivery, use of technology,
policy development or leadership for those initiatives which
have potential broader application in the Public Service’. As
a result, in February 2003, the former Canadian Centre for
Management Development (CCMD), now the Canada School
of Public Service (CSPS), created the Learning and
Innovation Seed Fund (LISF) as a two-year pilot project. The
LISF, with the support of twenty-seven federal departments
and agencies, financially sponsored the development and
implementation in the federal public service of sixteen pilot
projects that focused on innovative ideas for service
delivery, use of technology, policy development and
leadership. The fund sought submissions from employees of
the participating departments and agencies and proposals
were to outline the employees’ ideas on how to achieve the
commitments outlined in Results for Canadians through
innovation and the creative application of new ideas. As the
projects were experimental, the focus would not be on
actual results, but rather on knowledge creation and
transfer and on lessons learnt. The LISF followed the
venture capital model and funded only those projects that
they felt would be able to achieve the stated goals and that
might have a broader application in the public service as a
whole. Priority was given to projects that crossed
departmental boundaries, encouraged the development of
collaborative partnerships, and involved various
management capacities. Projects were funded up to
$50,000 and were expected to generate results within a ten
to twelve month period. Submissions were examined by a
Blue Ribbon Panel, comprising members from outside the
public service (CSPS, 2005).
The LISF program had five expected outcomes:
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to contribute to the Results for Canadians initiative by
encouraging the public service to seek out new and
better ways of delivering services, programs and
policies;

to improve the leadership and innovation capacity of the
public service by fostering an environment that
encourages innovation while managing risks;

(iii) to develop collaborative partnerships and a broader

(iv)

(v)

overall government perspective, as opposed to the
traditional departmental focus;

to implement new methodologies, tools or processes in
departments, after proper testing, demonstrating proper
risk management techniques; and

to develop a community of innovators, to foster further
innovation and to encourage new ideas from other
public servants. (CSPS, 2005)

The accomplishments of the LISF program were many:

positive results materialised from the projects;

it showed that original ideas can be successfully
implemented, if underpinned by sufficient resources
and support;

by providing employees with an opportunity to present
and implement their ideas, the LISF program enhanced
motivation, as these employees heretofore rarely had
the opportunity to participate in the development of an
innovative approach to delivering government services;

the submission of proposals under LISF had two
positive outcomes: it established a mechanism that was
independent of the normal chain of command,;
employees were free to submit ideas outside their
normal responsibilities without having to gain prior
approval; and because these ideas were funded,
employees were given the opportunity to pursue ideas
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that otherwise would have been ignored, due to time
constraints and financial limitations.

it also highlighted the importance of horizontal
relationships, both within and between departments. It
provided employees with an opportunity to learn about
other areas within government, and broaden their
personal scope of knowledge and experience. (CSPS,
2005)

4.3 The Netherlands

In 2001, the Van Rijn Working Group published its report,
on behalf of the Dutch cabinet, on The labour market in the
public sector; investing in people and quality. Based on this
report the cabinet decided to address labour market
difficulties and improvement of quality in the public sector
by a two-fold approach: a short-term programme and a
long-term programme. In the short-term, the cabinet
focused on a structural investment programme to increase
the attractiveness of working in the public sector and to
alleviate the problems of recruitment. In addition to this,
the cabinet decided on a programme to stimulate and
support innovation and quality improvement in the public
sector. This programme focuses on:

modernisation of public services and provisions;

strengthening of the customer orientation of public
organisations and the adjustment of the execution of
tasks to social needs;

modernisation and improvement of human resource
management and the solution of the recruitment
difficulties;

improvement of the organisation, efficiency and
effectiveness of the public sector, both at the level of
individual organisations and at other levels, such as
administrative tiers and sectors;
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investment in the improvement of management, co-
operation and removal of barriers and use of quality
tools;

widespread use of ICT and other technology to improve
the quality of service delivery, to increase efficiency and
to reduce the dependence on scarce personnel. (BZK,
2002)

In order to achieve the programme’s objectives,
investments are made in sharing knowledge, experience of
examples of good practice in quality improvement and
innovation. There is positive stimulation and support of
experiments and pilot schemes, applied research and
promotion of the wuse of quality tools (including
benchmarking and satisfaction surveys, amongst citizens
and employees). The large-scale implementation of
successful innovations and quality improvements will be
encouraged. Initially, the programme is on a sector by
sector basis, in other words within each segment of the
public sector separately (e.g. public administration, police,
defence, health, social care, education and science). Under
this programme, in March 2002, the Netherlands Ministry
of the Interior and Kingdom Relations (BZK) hosted an
Innovation and quality in the public sector conference. This
conference was an initiative of the department of Innovation
and Quality in the Public Sector of the Ministry of BZK. The
conference objective was the sharing of knowledge and
experience by showcasing examples of good practice within
the public sector to inspire all public sector organisations to
invest in innovation and quality improvements. The
conference was part of the programme for the stimulation
and support of innovation and quality improvement in the
Netherlands public sector (BZK, 2002)

4.4 Norway
Rolland (2004) highlights that New Public Management has
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been interpreted ‘as a means to re-set the pace of growth in
an economy hampered by a swollen and inefficient public
sector, and a major strand is concerned with downsizing
government for that reason’ (see Pierson, 1994; Ferlie et al,
1996; Peters, 2001). He says that NPM’s main justification
is the alleged crisis of legitimacy of the welfare state due to
increasing taxpayer expectations and an unwillingness to
pay for services. He also suggests that under the NPM
perspective even Continuous Quality Improvement, a stated
goal of NPM, must serve to cut costs and reduce
government size and impact (Peters, 2001; Glor, 1999).
Alternatively, Kuhnle (2000) and Wilensky (2002) dispute
that there is a crisis of the welfare state and that therefore
NPM is a means without an end. Struebing (1997) in his
study of American Customer Satisfaction Index (ACSI) has
found that ‘experts link customer satisfaction decline to
downsizing’. Rolland (2004) suggests that unless NPM faces
up to these dilemmas, ‘the future capitalist society will be a
convergence of methods but a divergence of output. In the
private sector Base competition will be “the innovation
machine for miraculous growth”. In the public sector Base,
it will be “the price variable for downsizing government”
(Rolland, 2004).

Similarly, Broch et al (2005) acknowledge that
encouraging entrepreneurship has increasingly been
recognised as an essential innovation policy measure for
economic and social development, as evidenced by the
programmes and campaigns designed by most OECD
countries. But they suggest that although innovation
research has become increasingly recognised in terms of its
significance in the public sector, the research on public
sector entrepreneurship is still in its infancy. They also
underline that ‘perceptions of the public sector may be
obscured by stereotypical conceptions of the status, roles
and dynamics in this sector (e.g. politicians as decision
makers, ‘bureaucrats’ as implementers, bureaucracies as
red-tape factories etc). These perceptions have a tendency
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to disguise the fact that there are entrepreneurs and entre-
preneurship in the public sector’. They also suggest that
‘one reason for this may be that public entrepreneurship
reflects the complexity of this sector (multiplicity of roles,
functions, obligations, agendas etc)’.

They recommend that policy-makers should pay closer
attention ‘to why people and organisations in the public
sector become entrepreneurial, i.e. how individuals and
organisational units can be encouraged to find new and
better ways of doing things, whether this is through
organisational change, the use of technology or through the
adoption and development of practices that are new to the
organisation in question’ (Broch et al, 2005). They note that
it is important to determine the alternative types of drivers
for innovation in the public sector. These are more than the
conventional assumption in innovation theory which states
that ‘expectations of an innovation related profit or private
benefit (cf. von Hippel, 1988) motivates entrepreneurship
and pursuit of innovation development. This type of
economic assumption does not render justice to why people
and organisations are willing to expend energy, creativity
and resources on pursuits that give them few if any
personal economic benefits’. They suggest that this ‘may
provide policy-makers with insights that are vital for the
promotion of innovations for the benefit of civil society’
(Broch et al, 2005).

In terms of entrepreneurship in the public sector, they
outline seven distinct types of entrepreneurial agents in the
public sector. This typology is an expansion on the work by
Zerbinati and Souitaris (2005) who suggest that there are
five distinct types of entrepreneurial agents in the public
sector: professional politician, spin-off creator, business
entrepreneur in politics, career-driven public officer and
politically ambitious public officer. Broch et al (2005), based
on the case study of innovations in health and home care
services for the elderly in Norway, suggest a further two
types: the political (ideological) activist and the idealistic
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entrepreneur.

Broch et al (2005) present two innovative case studies in
their paper, one at policy level and one at service level. They
focus on the public provision of social and health service for
the elderly in Oslo, describing recent policy revision away
from building nursing homes to a policy of targeting the
development of home care and the freedom of
municipalities to prioritise and organise the home-based
health and social services provided for the elderly. This
freedom has provided space for entrepreneurship.

4.5 The United Kingdom

The Modernising Government White Paper (1999) obligated
government departments and agencies to introduce
schemes to reward innovative ideas (by rewarding staff with
a sliding scale percentage of any savings or improvements
made resulting from their suggestions). Such reward
schemes have proved successful in many organisations in
fostering innovation and continuous improvement (UK
Cabinet Office, 1999). Similarly, Walker (2003) maintains
that innovation is a central part of the UK government’s
programme to improve public services but he also notes
that there is little evidence on how innovation is managed
in public service organisations. This is further endorsed by
the publication of a discussion paper on Innovation in the
Public Sector by the Cabinet Office in October 2003. The
Cabinet Office states that the intention of this discussion
paper is to provide a framework for thinking, debate and
action on the conditions for successful innovation and its
diffusion in the public sector and is still very much work in
progress. ‘How to seek out and foster innovation from all
levels is crucial to continual development and improvement:
only half of all innovations are initiated at the top of
organisations. Maintaining a diversity of staff, paying
attention to the needs and expectations of users and
frontline staff, and promoting formal creativity techniques
are all valuable tools to this end’ (Mulgan and Albury,
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Strategy Unit, UK Cabinet Office, 2003). Walker suggests
that how organisations adopt innovations is a central theme
in the UK government’s evidence-based policy and practice
approach (Nutley and Davies, 2000), and the emphasis
placed upon continuous improvement in numerous services
focuses upon small-scale innovations (Bessant et al, 1994).
Elsewhere, the performance classification schemes in
health and local government (for example Audit
Commission, 2002) implicitly draw on the ‘innovator-
laggards’ model from the innovation diffusion school (Berry
and Berry, 1999; Rogers, 2003). The stress on innovation as
a mechanism for public service improvement is well-
founded - empirical evidence indicates that high-
performing organisations are those which innovate (for
example Damanpour et al, 1989; Damanpour and
Gopalakrishnan, 2001). Walker’s study suggests that
‘rational approaches to innovation management are overly
simplistic and do not capture the iterative, complex and
inter-organisational way in which innovation needs to be
managed by public service organisations’. Walker (2003)
suggests a number of key issues in the management of
innovation that could be of use to many public service
organisations including:

The development of innovation cultures. The initiation
periods of innovations lay the foundations for
innovation management. Organisations with a clear
understanding of issues inside and outside the
organisation create a ‘conducive organisational climate’
(Van de Ven et al, 1999, p.28) for innovation. They also
mean that an organisation is aware when there is a
need to innovate rather than merely reacting to external
change that could be imposed by a regulator.

Linked to the notion of innovative cultures is the
management of people, particularly teams. Teams play
a central role in the development and implementation of
innovations.
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Implementation strategies that include experiments,
demonstrations and project groups are critical in
ensuring that people understand innovation and
facilitate their implementation.

Sustaining innovation is an important part of the
process. This requires ongoing leadership and
management and the implementation of a number of
strategies to ensure that people adopt the new ways of
behaving - for example, training, empowerment, and
reward structures.

Finally, there needs to be flexibility about the
implementation of innovation; senior managers may
hold a very different view to front-line staff, and these
tensions need careful management (Walker, 2003).

In January 2005, the National School of Government

launched an exploratory study to research, identify and
promote outstanding practice in achieving extraordinary
performance through innovation and effective risk
management. The study identified a number of success

factors:

An imperative to innovate, (e.g. several organisations
had used a crisis or external threat as a compelling
imperative to drive people to innovate and take well-
judged risks, in the absence of a ‘burning platform’ the
need was recognised to create an imperative to
stimulate innovative thinking, for example, by setting
ambitious long-term goals and stretching targets).

A culture of accountability and passion for delivering
results (all organisations visited in the study had clarity
of purpose and a clear focus on outcomes;
accountability for decision making at all levels in the
organisation, with appropriate authority delegated from
the top, was seen as a significant shift away from the
‘blame culture’.)

An environment where organisational learning is
systemic and systematic (e.g. corporate learning was
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ongoing and part of day-to-day business).

Clear and simple risk management processes that are
embedded in decision making and in the way the
organisation works (e.g. it provides a secure foundation
and clear boundaries within which people are free to
innovate and take courageous decisions and well-
judged risks).

A decision-making culture where the expectation is to
challenge and be challenged about assumptions and
evidence (e.g. rigorous challenging of proposals and
assumptions and thriving on challenging the status
quo; leaders encouraged people to question and explore
alternatives, balancing opportunity against risk to
inform effective decision making)

An emphasis on developing the capability and capacity
to innovate and take well-managed risks (e.g. clear
about the type of skills, expertise and behaviour
required for their particular business and these were
recognised and encouraged through recruitment, incen-
tivisation, personal development and career
progression).

A systematic and reliable mechanism for delivering
change (e.g. programme and project management
techniques were evident in most organisations with a
strong emphasis on managing the delivery of successful
outcomes). (Cabinet Office, 20006)

The exploratory study acknowledges that each
organisation is differently configured, faces different
challenges, and requires its own mix of ingredients but the
framework presented develops a recipe for selecting and
mixing the right ingredients. The study highlights that the
framework is flexible with elements overlapping; for
instance leadership is a component of ‘organisation and
governance’ as well as ‘culture’ and business planning, is as
important to ‘governance’ as it is to ‘processes’ (Cabinet
Office, 2006).
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A Framework for considering Innovation and Risk
Management

Implementation

Innovation and Risk
Culture

Learning and Innovation and
Improvement Risk Processes

Organisation
and Governance

Delivery of change Deli