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Phase 4: Embedding

In a fourth phase, the gains made in one
service or sector can help to encourage
innovation in other fields or sectors, thanks
to inspiration or infection. As this happens,
the whole area or public sector may come to
think of itself as innovative. Our case study
of Tower Hamlets found some signs that this
stage had been reached as the commissioning
approach had been extended to other parts
of the local authority, partly inspired by their
success in establishing a nationally recognised
model. In South Tyneside, the success of
their innovations around social exclusion had
raised confidence across the authority, which
was reinforced by national recognition and

an internal cultural change that promoted
creativity and controlled risk taking.

Maintaining this level of momentum is hard.
Complacency may set in and what was flexible
and flourishing may stagnate. However, there
are plenty of places that have sustained a
strong level of innovation across different fields
over many years.

This chart provides a rough picture of these
phases — and a reminder that at each point of
transition the process may go into reverse. It
also emphasises our contention that the key
purpose of innovation is to create new value

for the public (captured by the left hand axis)
and that this is the only genuine measure of
success.

5.2 Aligning factors in different phases

The leaders and managers who oversee
innovations are working in risky territory.

As Rosabeth Moss Kanter once put it, every
success looks like a failure in the middle.>* To
understand how they should best manage the
different factors that shape innovations we
have adapted the ‘Strategic Triangle” approach
developed by Mark Moore as part of his model
for public value.> This triangle helpfully brings
together:

 Authority: the external pressures that
authorise change (and which are sometimes
refracted through a political leadership);

Organisational capacity: the internal
capacities to change and deliver (including
culture, management and staff capability);
and

Value: the feedback that comes back to
the leadership team, both through external
networks and through the visible value and
benefits created for the public that provide
legitimacy for any innovation.

Figure 3: The strategic model for local social innovation
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5.3 Explaining the different phases

Each set of factors influences the other.
Authority can be used to create organisational
capacity (as in the Highlands and Lille); that
capacity can then be used to create value

for the public, which can in turn enhance
authority.

The importance of each of these three varies
at different stages of the innovation lifecycle,
and in what follows we suggest how their
roles change, using arrows to express the key
relationships, with the size of each triangle
denoting the importance of each cluster of
factors, and with dotted lines indicating a
weak link. For full detail see Appendix B.

Latent phase

Authority

Organisational Value
Capacity

Before social innovation starts, both authority
and organisational capacity are limited, and
relatively little value is being created for the
public. Indeed it is often this which triggers
change.

Design and discover phase

Authority

Organisational " Value
Capacity

At the next stage, authority (particularly
strong entrepreneurial leadership) becomes
particularly important, as it demands change
from the system. In practice this often
translates into internal pressure from local

politicians and senior officials who try to create

a new organisational capacity to act on the

innovation. At this stage in the Highlands and
Pittsburgh, authority was successfully used

to attract resources and generate increased
organisational capacity. Failure at this stage

is most likely either if the organisational
capacity doesn’t materialise or if resisters (and
a resistant culture) prove too strong to crush
the innovation from the start. This stage of
innovation is turbulent and often features
many small failures, until one initiative emerges
as the dominant innovation.

Mobilisation

Authority

Organisational Value
Capacity

In the next phase, if the innovation turns out
to work, we begin to see some value being
created for the public. Authority remains
important, but effective management (often
including a new team of people better suited
to the new mission) becomes even more
critical as the innovation develops. Success

is likely to strengthen the links between
authorising leaders and the people responsible
for implementation, as resources are diverted
from other activities. A big risk at this stage
(alongside the risks of mobilisation by enemies)
is that the people involved in the earlier stage
of innovation may be unwilling to hand over
control to others with better management
skills.

Mainstreaming

Authority

Organisational Value
Capacity




In the next stage, as the innovation becomes

part of mainstream activities, authority reduces

in importance. Effective management remains
important — and there will be a greater need
for organisational capacity through resources,
networks and skills. During this stage, the
innovation needs to be aligned with all of the
main drivers of behaviour in the organisation
- including finance, HR, IT and performance
management. This is when weaknesses in
leadership, management and partnerships will
most threaten success.

Embedding

Authority

Organisational
Capacity

Value

Sustainable innovation

Embedding
Authority

Organisational
Capacity

Value

Pervasive innovation

In the final stages of the lifecycle, sustainable
innovation requires a balance between the
three corners of the triangle, with each
reinforcing the other in turn (the value of the
innovation enhances authority, which in turn
enhances organisational capacity which in turn
further enhances the value of the innovation).

In more ambitious variants, successful
innovations in one field may be replicated

in other fields as innovation becomes more
pervasive. This sort of pervasive innovation
demands exceptional leadership and strong
engagement and support from all parts of the
network.

Figure 4: The lifecycle of innovation — and the implications for strategy
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5.4 Maximising the potential for innovation
By linking these two sets of diagrams, we can
show the lifecycle of local social innovation
and how the balance between authority,
organisational capacity and value changes

at each stage. For greater detail about the
strategic triangle during the local social
innovation lifecycle, please refer to Appendix B.

No locality will ever be able to sustain
innovation in every field at every time. Nor
will this ever be necessary or desirable — as

we pointed out earlier, the priority for most
services at most times will be to perform well
now. However, every service and agency will
always need to know what it is doing about
innovation — where it is drawing its ideas, how
it is cultivating its own creativity, and how it is
connecting with others.

Here we come to the third dimension of the
story. In many of our case studies it is clear that
dynamic innovation doesn’t take place solely
within organisations. Instead, it depends on
dynamic networks that link organisations both
horizontally and vertically. These networks
include national and regional bodies, local
authorities and services, frontline units, NGOs,
businesses as well as members of the public,
residents and service users. A truly innovative
locality is likely to have strong networks linking

Figure 5: Visualising a local innovation system
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every level — recognising promising new ideas
and experiences, and bringing together the
right mix of resources and authority to nurture
them.

This was a particular concern in many of the
case studies. The Highland Council focused on
improving links between senior management
and frontline staff so that information and
ideas were not lost in the ‘treacle of middle
management’; Knowsley encouraged teachers
to come up with new ideas for improving
pupils’ learning experience that could be
tried and, if successful, adopted more widely
throughout the education service. Lessons
from South Tyneside’s neighbourhood-based
Participatory Appraisal Projects have been
applied in other neighbourhoods, for example
through the adoption of see-through plastic
shutters in vacant properties instead of
brown ones, to make residents feel safer and
discourage antisocial behaviour.

In our international case studies, the network
structures of innovation were very different.

In Pittsburgh, most social innovation is
amongst small charities and grassroots groups:
horizontal links within this level are limited

and fragmented, though connections between
foundations and grassroots organisations are
stronger. In Gouda, the links between layers are

Flow of
knowledge
learning,
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creativity,
and
recognition
of what
works




weak, while in Lille and Portland they appear
stronger and more resilient to change.

The following diagram provides a simple
framework for thinking about these links —
showing how the different layers of a local
innovation system combine horizontal and
vertical links, which may be rich and dense or
thin and atrophied.

Social network analysis: insight into a
local innovation system

Social Network Analysis (SNA) is a mapping
process that assesses the networks of influence
and trust that flow through and between
individuals, organisations, partnerships and
communities, and identifies key individuals
within these networks. It is, potentially, a
powerful tool for understanding the intricacies
and subtleties of networks that support
innovation, the ways in which ideas and
information about innovation spread, and

how these relationships and interactions drive
change and creativity.

SNA offers a practical way to interpret the
model of social innovation networks and
relationships that emerged from this research
(see Figure 5). An experimental case study was
conducted in a local authority area in the UK
that is known for innovation in education.

The SNA model used in this experimental case
study has been developed by an American
anthropologist Dr Karen Stephenson, who

has worked widely with the public and private
sectors in the US, collaborated with the UK
Government — the Home Office, Cabinet Office
and Communities and Local Government
(CLG) — and whose work has been applied in
13 localities in five regions in the UK. It has
not however been used to identify innovation
in multi-agency partnerships until this
experimental case study. The emphasis to date
has been on understanding how partnerships
could become more effective rather than

more innovative. Her methodology has been
trademarked as NetForm®.

The purpose of this case study was twofold:

to explore the effectiveness of NetForm®

SNA as a diagnostic tool in illuminating (or
contradicting) the broader findings of this
study; and to explore how this technique could
be used by agencies to help understand the
circumstances fuelling or frustrating innovation

and to support them to develop strategies to
tackle any identified problems.

This experimental SNA established that the
method offers a different and important
perspective on the relationships and networks
that underpin innovation. It exposed
relationships and networks that are unlikely

to have been revealed by traditional research
methods. The exercise confirmed what would
be expected in the area given its stage of
innovation, but pointed to possible weaknesses
in future sustainability.

Please refer to Appendix C for a detailed
analysis of the SNA method and the key
findings of this exercise. However, the main
lessons include:

« The locality has a high level of networking
around innovation compared to other
areas

The SNA exercise revealed that in this local
area a relatively large number of individuals
are actively involved in the innovation
process, using networks to seek innovative
solutions to problems they faced. These
individuals were apparent in different
organisations and agencies within the locality
and their networks included both frontline
staff and senior management.

« In this area there are strong networks for
seeking new ideas, and many individuals
act as hubs, pulsetakers and gatekeepers

The strength of the networks is high given
the early stage in the social innovation
lifecycle. A significant contributing factor to
this is likely to be the large scale and level of
risk within the service transformation.

The local authority and a number

of schools are central to innovation
networks and are leading the innovation
process

The same core group of individuals, including
local authority officers and head teachers,
were consistently identified across all seven
networks. This is a strength but could also
indicate the existence of a dominant and
exclusive clique which could limit the extent
to which ideas can emerge from other
sources.

The voluntary and community sector,
student council and residents appear to



be outside the core networks of influence
in the locality

This could be either because they are weak
or because they are being excluded. This

may not pose a problem for implementation
at present but could undermine future
sustainability, if the current core group leave
their current posts. It also suggests that there
may be insufficient ‘connected difference” to
drive further innovation.

Theoretically — if links between layers are
established and maintained — connections can
grow to support quick and effective diffusion
of innovation. In our four UK case studies,
local innovation was driven primarily at the
sectoral innovation layer — at service or agency
level — with a strong emphasis on partnership
working, collaboration or formal integration, to
bring together different agencies and transfer
thinking and new working practices. Strong
links (formal and informal) were found between
sectoral and frontline layers, to communicate
ideas between service managers and frontline
staff.

6. Recommendations

Should every locality aim to innovate all the
time? The short answer is no. In most services,
the primary focus must normally be on effective
implementation and incremental improvement.
However, there will be times when services will
experience a pressing need to innovate and
change to stay ahead of shifting demands,
opportunities and pressures.

Ideally, a locality will subtly combine creative
energy and the willingness to try out new
ideas with an eagerness to learn from others,
taking pride in presenting the results as rooted
in the area’s own history and culture. Such a
position can be cultivated. The research and
case studies show conclusively that innovative
capacity can be nurtured, even in unpromising
circumstances. It also shows that innovative
capacity can spread from one field to others.

Our aim has been to show some common
factors and patterns. But we also recognise
that real processes of innovation in these
places are messy, and unpredictable. They rely
on a mixture of luck, opportunism and careful
planning. Nevertheless, we have identified

three clusters of factors to be critical in
enabling places to innovate and be reborn.

First, the will to change that comes

from awareness of threat or failure (and
occasionally from a sense of a new
opportunity), and from that will to change
being channelled by people or organisations
with the authority to act.

Second, the presence of internal
organisational capacities to change, including
official leadership and culture.

« Third, access to the external resources that
help change happen, including people,
money, skills and networks. Feedback from
the public is also important here, as they
should see the value that flows from a
successful new approach.

Our research challenges many previously
widely-held assumptions about social
innovation. It shows that money matters — but
in quite complex ways (indeed, there are many
examples where money has propped up failing
structures in spite of urgent need for change).
In none of our case studies have deep cultures
of social innovation or the impact of particular
institutions been identified as necessary factors
in the creation of a socially innovative locality.

In contrast to previous work that has
emphasised the importance of freedom to
experiment, our research shows that constraints
and restrictions are often important factors
in triggering and driving the process of
social innovation. Indeed, in the early stages
of innovation performance management,
targets and reporting (in the form of service
assessments) appear to have had a beneficial
effect on local innovation in our UK case
studies, providing the catalyst to trigger
change in each of the four locations.

6.1 Recommended directions of travel

So what positive conclusions can we draw?
What are the implications of this analysis

for policy, whether at the level of individual
localities or nationally? The three clusters point
clearly to what could be done to support more
local innovation.

First, pressures for change and authority
to act

There are good reasons why the recent
history of targets, audits and inspections has
been resented by local government. But our
analysis shows that they have often been
vital catalysts for change. In the absence of
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market and political pressures, it is vital that
these pressures don’t disappear. Hopefully,
the risk-based approaches being planned by
the Audit Commission will sustain healthy
pressure on local authorities and local
partnerships — showing up relative failure
and rendering complacency less of an option.
Indeed, in other countries, there may be a
need for more transparent performance data
and benchmarking — which can be assisted
by institutions as varied as foundations,
universities and the media.

However, it is also important that audit

and inspection reward innovation. Existing
processes for overseeing localities are much
more focused on past and present performance
than on potential. We have found no examples
of senior managers being held to account

for failing to provide a pipeline of promising
options. Yet some of the best performing local
authorities fear that they will be penalised

for innovation. This strong bias against the
future in earlier work by organisations like

the National Audit Office looks increasingly
anachronistic, and we believe that it is vital
that the new Comprehensive Area Assessments
cover innovation — and the demand for
innovation from elsewhere — rather than
focusing exclusively on current performance.

Our analysis also reinforces the importance of
political leadership in localities. Mayors and
leaders with the authority to act can greatly
enhance a local area’s ability to change quickly
— as has been shown by many outstanding
examples from around the world, from Seoul
and Tirana to Bogota and Barcelona.

Second, internal capacities

There is a strong message from all of our case
studies about the importance of leadership and
innovation-supportive internal cultures.

Here, there is an important role to be played
by umbrella bodies — such as IDeA and the LGA
— in providing coaching, mutual support and
challenge. Our findings in this area mirror many
other studies of change processes. There are
some obvious areas where more could be done
— for example, in the training and development
of local politicians.

More could also be done to develop lessons
about what has worked and communities of
practice,> preferably in ways that go beyond
the core public sector. There is currently very
little well-grounded training and support on
how to manage innovation. Although there
is patchy support and training provision for

such things as creativity or user engagement
these have not been brought together into a
coherent approach to innovation, drawing on
the many methods that can be used to drive
it. Nor do most localities have senior figures
charged with cultivating and supporting
innovation in the area — wherever it may
originate.

Third, access to external networks of
money, people and skills

This is the critical area where much more could
be done to support and sustain innovation, and
it is here that we focus our recommendations.

New kinds of funding

Finance is not all-important in innovation. But,
at some point, new models need money which
must either come from existing budgets or be
brought in from elsewhere. The public sector
has experimented with a range of different
kinds of funding for innovation. The Invest to
Save Budget®® provided large sums of money
for partnerships which could demonstrate

some joined up ideas. Other funds have been
established for small projects, to reward good
performers, or for pathfinders and pilots. For
innovation to spread, a range of different types
of finance is needed, some of them themselves
innovative:

« Easily obtainable small grants for frontline
and user groups to develop new concepts.

Funding for experimental zones which
allow ideas to be tested and national rules to
be suspended, such as Employment Zones.

Funding to test out a variety of approaches
in tandem with fast learning — for example
a series of projects working with young
offenders with a common target, or the kinds
of carbon reduction being experimented with
by the cities in the Clinton Global Initiative.

Establishment of social venture funds -
like the Young Foundation/NESTA Health
Innovation Accelerator for long-term
conditions — which focus on priority areas
and the development of new models and
enterprises.

More complex packages of investment
finance for initiatives which bring a mix
of different types of risk (for example,
infrastructure or housing projects that
also involve innovative ways of delivering
services).



The new National Improvement and Efficiency
Strategy® for local government could provide
new ways to support local innovation. The
emerging framework for Local Area Agreements
(LAAs) will allow localities greater freedom

to experiment. However, for its full potential
to be realised central government will need

to commit to sharing the costs, and risks, of
innovative new approaches in priority fields
such as youth offending, carbon reduction or
eldercare.

In the long-run, greater fiscal freedoms for
local authorities, and more free money in the
hands of bodies like Community Foundations,
could provide this range of finance. In the
medium-term, central government will continue
to have to play its part.

Developing a labour market for innovation
skills

In recent years, the local government world has
created a novel labour market for specialists in
turning around failing councils. A parallel field
has grown up for head teachers who are good
at turning failing schools around. There are
now a significant number of people specialising
in these roles, and a body of knowledge about
how this is best done. By contrast, there is no
parallel body of people or recognised skills in
innovation.

This is where bodies like the National School of
Government (NSG)*® and IDeA could develop
courses to build up the rounded skills needed
for innovation. They could recognise successful
innovators, and encourage local authorities

to recruit such people either into senior
management positions or as part of teams
when there is a clear need for innovation. One
option would be deliberately to develop a cadre
of innovators with successful track records who
could bring with them preferential access to
funding for individual projects.

Supporting intermediaries

Research on innovation in other fields has
repeatedly pointed to the importance of
intermediaries and brokers who can spot,
assess and adapt innovations. They see the
potential value of innovations that have
succeeded elsewhere or how they need to be
changed. There is a striking absence of such
institutions in the social field and in local
government. Instead there is either too much
top-down prescription or too casual a view that
a thousand flowers should be encouraged to
bloom.

Intermediaries may work best when they are
focused on particular sectors or particular
problems. Good examples are telehealth
networks, which use the telephone and
video to provide health-related services and
information, and the mySociety approach®
to the development of civic websites. But
intermediaries can also look at innovations
in different fields and spot the scope for
their application elsewhere. Brokerage and
intermediation is a field where competition
and pluralism are essential and where the
natural bureaucratic instinct to task single
organisations is particularly inapt. A range
of different intermediaries is also important
because they can help the public sector reach
out to other sectors and avoid monopolistic
instincts.

More work is also needed on developing the
key skills for successful intermediaries. In some
cases, these skills are closer to investigative
journalism and venture capital than traditional
bureaucratic skills. They include the skills

of spotting, investigating and discovering
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much wider application in issues as varied as

care of the elderly and crime reduction. It also

needs to encompass looser and more flexible

learning processes such as action learning

sets.®

Examples of effective collaboration include
the National Neighbourhood Management
Network®' (a national practitioner network
to improve learning and knowledge sharing
through practical visits, events and action
learning), IDeA's communities of practice,
and national networks to promote effective
neighbourhood working through action
research and reflexive learning, such as the
Young Foundation’s Neighbourhood Action
Network.

Mobilising the public
One striking feature of our case studies is
the relatively minor role played by citizens




and users. The truth is that the public remain
largely bystanders in processes of innovation,
despite the widespread talk over the last

ten or fifteen years about co-production.
Voice and choice are limited, despite some
scattered experiments. This absence is likely

to be inhibiting localities from developing
innovations that really meet user needs (as
opposed to top-down targets). We favour
much more concerted experimentation in
empowering and engaging citizens in processes
of innovation, building on experiences such as
the involvement of pupils in designing schools,
residents in regenerating housing estates and
patients in managing their own illnesses.

The web can be a powerful tool in enabling the
voice of users to be heard. It can create space
for public input or to put pressure on public
sector providers. It is true that ‘user-driven’
innovation can be exaggerated: in practice

in the private sector and elsewhere what is
happening is often more about engagement
of the public in processes that continue to

be fairly tightly controlled by managers and
designers. But there is undoubtedly a great
untapped resource waiting to be mobilised.

Training good commissioners

A critical issue for the next few years will be
the training and support of commissioners
to back innovation. This is already a priority
in local government as it continues to move
more towards commissioning instead of direct
provision, and it is fast becoming a priority in
the health service and in the criminal justice
system. Good commissioners not only pay
attention to current performance but also to
future innovation capacity, and the best use
their powers to ensure that there is a wider
range of options available after three to five
years as well as in the next year.

Commissioning for innovation requires
attention to a set of issues that are very
different from the concerns about efficiency
and scale that have dominated the field of
purchasing. Scale is particularly important — too
large a scale for commissioning guarantees
that promising local ideas will never have a
chance to demonstrate their worth (an issue
that has been a concern in welfare to work, and
around offenders). There are also important
issues around risk, where commissioners may
often need to support a number of parallel
models to see what works. Some of the most
subtle challenges for commissioners relate

to innovations that produce value for many
different agencies, for example through helping
individuals to avoid crime and unemployment.

6.2 Where research is needed

The fields covered in this report have seen
sporadic research. But we have identified many
fields where much more research is needed on
the critical dimensions of local innovation that
we have not been able to explore here. These
include:

« The relationship between social and public
sector innovation and broader patterns of
rebirth and renewal, including economic
turnarounds, the role of culture and the
creative industries and political renewal.
This is an under-researched field but could
be helped with the use of social network
analysis and other new tools.

The role of networks and linkages between
agencies and individuals, building on our
initial analysis of networks in one area.

The role of political leadership in local
innovation — and its relationship to official
leadership.

The institutional forms for innovation -
including the role that can be played by
special purpose vehicles, public-private
partnerships and other arm’s length bodies.

7. Conclusions

Viewed from a national perspective (or that of
a whole system such as the NHS), there is a
strong interest in encouraging experimentation
at a local level. This is how new ideas get
developed and tested on a small scale that can
then help the whole society adapt quickly to
change.

Yet, for local institutions, genuine innovation
is likely to be risky and potentially career-
threatening for officials or politicians, making
it more rational to watch and copy the
innovations of others. However, if everyone
does this, the system will produce too little
innovation. It follows that higher-tier bodies
should have a strong interest in sharing the
costs and risks of local innovation, and doing
as much as they can to share positive results.

In practice, national governments, particularly
in the UK, have preferred to impose their

own policies and innovations on local areas,
rather than mobilising them as laboratories
for change. The results have often been
problematic, as costly, inflexible and unproven



models have been imposed on widely different
areas.

A more sensible approach would be to foster
innovation in the ways described above,
making the most of the evident urge that many
localities have to try out new approaches. For
this to work, a very different division of labour
is needed, with national institutions providing
the right combination of pressure, support and
mutual learning, and local institutions building
up their own internal capacities as well as more
effective external networks.

There will always be places in relative decline
and particular services facing difficulties. But,
with a more mature system of local innovation
in place, more places could move more quickly
from decline to rebirth.
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