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“Trust in government further 
evaporates. Government is now 

distrusted in 75% of the countries”
Source: Edelman trust barometer 2017

“Expectations by citizens grow at a 
faster pace than government responses, 
challenging the confi dence of citizens in 

the ability of governments to react to 
new demands.”

Source: Government at a glance 2015 - OECD
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Rooted in these forces, technologies such as 
augmented and virtual reality, the Internet of 
Things, industrialized analytics, and autonomic 
platforms have the power to potentially reshape 
and transform every corner of the public sector. 
That said, a lot of the old public institutions and 
bureaucratic systems which we have build our 
wealth upon are not well equipped to deal with 
the new digital society. They are not agile enough 
to adapt to new digital processes and business 
models or to cope with the fast changing demands 
of citizens and businesses. 

On top of that a lot of western governments face 
big debts, while costs are rising because of an 
aging population. As they are unable to radically 
transform their service delivery models they are 
forced to curtail public services as they are today, 
which dissatisfi es citizens further. 

This all leads to deteriorating trust in government 
in many OECD countries. This is a threat as lack 
of trust compromises the willingness of citizens 
and business to respond to public policies and 
contribute to a sustainable economic recovery.

To stay relevant in the future it’s our belief that 
public sector organizations, regardless if they 
operate in healthcare, education, central-or 
local government, will need to innovate at an 
institutional level. They will need to re-invent 
themselves and together with citizens and 
businesses create new products and services that 
add value in the world of today and tomorrow.

But how? Although a lot of public sector 
organizations continuously improve their services, 
they lack the capabilities to innovate at an 
institutional level. Therefor, based on our own 
experience, we have defi ned four building blocks 
for successful transformational innovation in the 
public sector. 

This document isn’t a handbook that 
completely guides you through the process of 
transformational innovation, but it does pull 
together some of our best Deloitte research and 
expertise on transformational innovation. It’s 
meant as a starting point for those people that, 
just like us, have the ambition to radically change 
the way public sector organizations organize and 
off er their services.    

Preface

Daniël Charité
Lead GovLab NL
dcharite@deloitte.nl
+31 6 1004 2651

Camilla Kluge Foss
Lead GovLab Norway
ckluge@deloitte.no 
+47 99 52 01 83

The world is changing in a dizzying pace as we are amidst a 
transformation from an industrial society into a digital one. 
This transformation puts pressure on citizens, private- and 
public sector. Mobile, social, cloud, analytics; these macro 
forces are behind many of the digital technologies that are 
fuelling innovation today.
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WHY The world is changing at a dizzying 
pace and this forces public sector 
to redefi ne itself!
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The world has never changed as fast as now. The confluence of several factors - demographic, 
socio-economic, and technological - will influence what happens in the future and ultimately, 
how governments evolve to meet citizens’ changing needs. This all puts a lot of pressure not 
only on private, but also on public sector organizations. More and more politicians have to 
present citizens the very unappetizing choice between higher taxes or radically curtailed public 
services or, ever more often, both. 

Outside the public sector, people have grown accustomed to steadily falling prices for better 
products and services. But for public services, governments just keep asking citizens for more 
money for the same product. That’s no longer credible. People feel as though they’re paying 
enough. Trust in the government and politicians has gone down to an all-time low. At the same 
time the government faces huge challenges on several domains; e.g. employment, health care, 
housing, mobility and education. 

All in all public sector organizations have to achieve new challenging goals with less money. 
This means that they have to come up with new solutions. Solutions which are co-created 
together with citizens and businesses, which are user-centric and gives citizens and businesses 
the opportunity to take their responsibility and actively take part in solving societies most 
wicked problems. This all demands public sector organizations to redefine itself and innovate 
at an institutional level.

The world around us is changing in a dizzying pace
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Economic
Currencies will take on new digital and data-based 
forms in the near future. Social consciousness 
surfaces as a common theme, with more 
organizations and citizens contributing to societal 
change and driving a renewed sense of openness, 
innovation and empowerment. Governments 
grapple with fi scal stress, infrastructure 
bottlenecks and rising income inequality among 
citizens. But even while disparities between rich 
and poor persist, scarcity of basic requirements 
such as food, water, energy, healthcare, housing 
and education will begin to get addressed as 
technology raises the basic standards of living for 
many. 

Societal
Society grapples with the undesirable eff ects 
- security and privacy concerns - of a hyper-
connected, digital lifestyle. Governments are 
faced with a balancing act: using the latest 
technologies to meet the rising expectations of 
hyper-connected citizens, while still reaching 
those offl  ine. Citizen-consumers, empowered by 
information and technology, play a bigger role 
in societal problem solving as well as in fi ghting 
corruption. Unprecedented advances in health 
care, neuroscience, technology computing, 
nanotechnology and learning begin to allow 
human beings to expand their physical and 
mental faculties. However, potential innovations 
that enhance cognitive capacity also pose new 
regulatory and ethical challenges for business, 
government, social institutions and international 
organizations. 

Demographic 
In the near future the aging population will 
dominate many policy and workforce discussions 
in the West, while population growth will continue 
to slow across most developing nations. The world 
is in the midst of a massive, long-term shift in 
wealth, economic power and population growth 
from West to East. As Asian areas outgrow their 
western counterparts, new political, social and 
consumer constituencies start fl exing their power 
on the world stage. Megacities burgeon across the 
globe, while increased global migration leads to 
mingling cultural identities and the rise of the truly 
global citizen. 

Technology
Social networks will penetrate more and more 
all realms of life as individuals and governments 
explore new ways to tap into the power of the 
crowd using advanced analytics and sentiment 
analysis. Mobile devices of all shapes and sizes, 
including wearables like watches and glasses, 
keep millions around the world constantly 
connected, entertained and informed. Mobile 
tools revolutionize health care and education. 
“Exponential technologies” have a far-reaching, 
transformative impact across geographies 
and industries. These technologies represent 
unprecedented opportunities and existential 
threats; but their wide-ranging impact is 

indisputable. Developments in “additive” 
manufacturing, or 3D-printing, spur a second 
industrial revolution. 2020 sees robotics gain 
momentum and become vital components 
in a number of applications. From swarms of 
“microbots” to self-assembling modular robots 
to strength-enhancing robotic exoskeletons, 
applications using robotics cut across industries 
and transform the way work is done. Robots 
paired with Artifi cial Intelligence perform complex 
actions and are capable of learning from humans, 
driving the intelligent automation phenomenon. 
The centuries’ long quest to develop machines 
and software with human-like intelligence 
moves closer to reality. In 2020, unmanned 
aerial vehicles or drones contribute to domestic 
policing, geographical surveys, maritime patrol 
and delivery of goods, among multiple other 
commercial and military applications. The 
future also promises radical improvements 
in augmented reality technology with the 
introduction of gestural interfaces and sensory 
feedback that fuses the physical world with digital 
information. As the size and cost of sensors and 
communication technologies continue to decline, 
the “Internet of Things” (IoT) grows by leaps and 
bounds. Businesses and governments struggle 
to integrate this evolving technology, using 
analytics to winnow insights from the treasure 
trove of data that improve delivery models in 
health care, transportation, security and defense, 
infrastructure management and many other areas. 
The exponential growth of the IoT could prove to 
be a regulatory headache, forcing governments to 
keep pace with the ever-changing technology.

Economic
developments

Society

Societal
developments Demographic

developments

Technological
developments
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WHAT To redefi ne itself Public Sector 
organizations need to innovate at a 
transformational level
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Innovation?
Innovation is a broad term. It is used for complete 
new breakthrough solutions, but also for just 
very modest optimizations of an existing product 
or service. At GovLab we distinguish three levels 
of public sector innovation; core, adjacent and 
transformational innovation (see figure). In the 
band of activity at the lower left of the matrix 
are core innovation initiatives - efforts to make 
incremental changes to existing products and 
services. Examples are digitization of existing 
government services. At the opposite corner 
of the matrix are transformational initiatives, 
designed to create complete new solutions - if 
not whole new business models - to tackle 
wicked problems in a whole new way. These 
are the innovations that, when successful, 
make headlines: think of traffic or crowd control 
with the help of citizens sharing their data or 
getting businesses in the drivers seat to get long 
term unemployed people back to work. These 
sorts of innovations, also called breakthrough, 
disruptive, or game changing, generally require 
that the organization call on unfamiliar assets - for 
example, building capabilities to gain a deeper 
understanding of customers, to work together 
with citizens and businesses and to facilitate 
instead of to direct. In the middle are adjacent 
innovations, which can share characteristics with 
core and transformational innovations.

Transformational innovation means innovating in multiple dimensions

Transformational innovation
Whole new co-created solutions where businesses / 
citizens are in the lead of solving their own problem 
and the public sector organization is just part of the 
public-private ecosystem.
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Adjacent innovation
New developed solutions which may be co-created 
with businesses and/or citizens that gives them more 
responsibility, but where government is still in the lead. 

 

Core innovation
Digitization and/or optimization of existing traditional 
public products & services.

 

Innovation is the creation of a new, viable offering

Which is different than R&D and invention

Creating value for society and public 
sector organization

To our clients or the world

Ideally going beyond products to 
platforms, business models, and customer 

experiences
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Ten Types of Innovation framework
At the heart of any discipline there often lies 
a simple, organizing system - an underlying 
structure and order governing what works and 
what fails. This is what the Ten Types framework 
brings to innovation. Consciously understanding 
makes innovation easier and more effective. At 
GovLab we use the Ten Types framework to help 
organizations with their innovation efforts. The 
Ten Types framework is simple and intuitive. It is 
a useful tool you can use both to diagnose and 
enrich an innovation you’re working on. It makes it 
especially easy to spot errors of omission - missing 
dimensions that will make a concept stronger. 
The Ten Types framework is structured into three 

color-coded categories. The types on the left side 
of the framework are the most internally focused 
and distant from customers; as you move toward 
the right side, the types become increasingly 
apparent and obvious to end users. In order to 
raise an idea from being a core innovation to 
something more transformational, an organization 
must innovate in several of the ten dimensions 
and utilize the accumulated user insights.    

How can we 
create bigger 
value for our 
citizens?

How can we 
connect with 
others to create 
value?

How to align our 
talent and assets?

How can we use 
our knowledge, 
methods, 
technology and 
resources more 
optimally?

How can we 
improve our 
service or product 
in a way that it 
solves our 
problem more 
effectively and/or 
efficiently?

How do we 
develop 
complementary 
products and 
services?

How can we 
improve our 
service to our 
users through 
simplification and 
better support?

How do we reach 
our users and 
through which 
channels?

How do we 
present our 
products and 
services?

How do we 
create sustainable 
and effective 
interaction with 
our users?

OFFERING

Product 
performance

Product 
system

EXPERIENCE

Brand Customer 
engagement

Service Channel

CONFIGURATION

Social 
economic 
value

Network Structure Process

1 2 3

10 types of innovation framework
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Redefi ning unemployment policy
Workplace Rotterdam South

Unemployment is a very costly problem in the Netherlands due to the unemployment benefi ts 
that are paid out. Moreover, once people are unemployed, they have a higher chance of 
falling ill. This complicates their unemployment and makes them less attractive to be re-hired. 
Employers also make costs on recruiting people from abroad to replace employees that are 
close to reaching their retirement age. An entrepreneur in Rotterdam that was presented to 
this problem, saw an opportunity to create a solution with benefi ts for all parties involved: 
government, employers and the unemployed. The idea of the Workplace Rotterdam South was 
born.

Co-operation between organisations, educational institutions and government
In public-private partnership the social entrepreneur, a network of businesses, schools, a social 
investor and government work together to achieve social return. Each party brings something 
specifi c to the table to achieve a sustainable solution:
•  The social entrepreneur selects the candidates for the program based on their motivation, 

not necessarily their skills. 
•  Businesses provide centralized workplaces in which the new employees can adjust to 

workdays and learn the necessary skills. To help them learn elder employees can mentor 
them and local schools can contribute with necessary courses. 

•  The employers are compensated by the social investors for the limited productivity of the 
new employees and the government ultimately pays the investors a return from the savings 
that they have gained through this new unemployment policy. 

•  The new employees have gained work experience, a job and a higher income.

The solution is funded through a social impact bond (SIB). The SIB also creates the foundation 
for co-operation. A social impact bond (SIB) is an innovative fi nancial model in which private 
investors invest in innovative programs and new policies for societal issues. An agreed upon 
return on the investments is paid out depending on the success of the programs or policies. 
This return is paid out of the savings gained by solving the societal issue. By using private 
investors and a success fee the fi nancial risk is shifted from government to private investors.

A SIB requires a new way of working between public and private parties. This also means 
diff erent roles for the parties involved. The investors will need to focus on ‘impact fi rst’ instead 
of ‘fi nance fi rst’ and the government shifts from ‘solution provider’ to ‘solution enabler’. The 
government is no longer in the lead, but will co-operate with the other parties to make the 
solution work. Deloitte GovLab helped all parties involved to construct the SIB and launch it 
succesfully.

In the coming 5 years the Workplace Rotterdam South will lead 750 long term unemployed 
people (most between 5 -7 years unemployed) back to work. Want to know the impact? 
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HOW Building blocks for successfull 
transformational public sector 
innovation
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Innovation as a discipline
The notion that the public sector can’t – or won’t 
– innovate is a myth. Innovation in government 
occurs virtually every day. From apps which 
provide real time transit information to new digital 
ways to engage people in the decision making 
process. However, public sector innovations are 
rarely transformational. It are often improvements 
of existing products or services. Besides the fact 
that transformational innovation within public 
sector is rare, it also often fails if tried. 

Innovation can only flourish when there is a 
structured approach to it. This may seem as a 
paradox, but without guidelines to structure 
the interaction and development, members of a 
complex organization or ecosystem struggle to 
coordinate their innovative activities.

For successful transformational innovation there 
need to be rules, processes and governance in 
place to structure where, how and with whom to 
innovate. That said, they need to be simple. They 
need to add discipline to the process to boost 
efficiency and increase the odds that the resulting 
innovations will create value.

Building blocks for successful 
transformational public sector innovation
Based on extensive research from our colleagues 
from GovLab US, Doblin, Center for the Edge 
and our own experience we have identified five 
building blocks that are of eminent importance to 
successfully realize transformational public sector 
innovation. 

Awareness and understanding with the 
top leadership

A clear and inspiring innovation 
strategy

Governance for transformational 
innovation; independence and agility on 
the edge

Innovation by design; a human centered 
approach to design, build and scale 
innovations

Mechanisms to fuel and fund 
innovation

In the rest of this publication we describe these 
building blocks in more detail. This is combined 
with concrete examples and lessons learned. We 
hope it will help those public sector organizations 
that want to innovate at an institutional level. 

Five building blocks for successfull transformational public sector innovation

“Don’t be fooled by the 
mythical importance of 
creativity; focus on discipline 
instead.”

Doblin Deloitte

Innovation strategy
& Oppertunity spaces

Passionate and
skilled explorers

Venture
funding

Public sector
Organization

Innovating by
designSponsorship of the

top leadership

Corporation
& Co-creation
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Therefor it is important that they are aware of 
what’s happing in the world around them and that 
they understand that transformational innovation 
is a must if their organization wants to stay 
relevant in the future. Leaders who recognize the 
need to find new ways of engaging, shaping, and 
creating can forge organizations capable of dealing 
with changing expectations and increasingly 
complex problems.

That also means that leaders of public sector 
organizations will need to evolve themselves. 
Traditional command-and-control leadership 
styles are no longer adequate for the challenges 
that public sector organizations face today. 
Effective public sector leaders see the need for 
new skills to meet increased expectations for 
citizen interaction and to cope with an increasingly 
complex operating environment.  

The new government leader
The GovLab study ‘The new  government leader: 
mobilizing agile public leadership in disruptive 
times’ describes six new behaviors that will likely 
define tomorrow’s effective government leader: 
agile integration, quiet transparency, digital aikido, 
horizon scanning, rapid prototyping, and rebel 
rousing. Leaders who develop these competencies 
will:
•  Engage: Cultivate trust and inclusion to invite 

ideas from anyone, anywhere
•  Shape: Build agile teams that can adapt to 

match challenging environments and stay ahead 
of future needs and problems

•  Create: Establish platforms and avenues for 
generating, refining, and disseminating new 
ideas, solutions, and products to meet citizen 
expectations.

BB1: Awareness and understanding with the top leadership

Innovating at an transformational level means that everything 
that is known today is not longer valid. This implicates 
that transformational innovation will only succeed as it is 
sponsored by - at least a part of - the top leadership of the 
organization. 
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Horizon scanning

Horizon scanning guides strategic decision making by 
analyzing patterns across disciplines and environments 
and testing assumptions about current and future 
trends. Leaders who are good at horizon scanning 
develop questions tied to strategic priorities and use 
multiple, sometimes contradictory, hypotheses to test 
those questions.

Rapid prototyping

Rapid prototyping facilitates learning through experimen-
tation and the launch of multiple prototypes in small, 
controlled tests. Government leaders adept at rapid 
prototyping may generate several potential solutions 
and launch them all in small pilots, to see which ones 
work and which successful aspects can be combined.

Quiet transparency

Quiet transparency involves the willingness to question and 
adapt without having all the answers, and to hold open, 
consistent exchanges with a variety of audiences through 
various media. A leader’s ability to be quietly transparent sets 
the stage for trust and engagement with teams and 
constituents.

Digital aikido 

Digital aikido is the use of digital media to gauge attitudes, 
build influence, and motivate action through social networks 
- to shape and build energy on these platforms rather than 
resist it. Leaders can use digital aikido to assess the mood, 
opinions, and motivations of people within online social 
systems, and tailor their moves accordingly.

Agile integration 

Agile integration recognizes the complexities and interdependencies 
of public, private, and nonprofit missions. Leaders adept at agile 
integration connect people, information, and resources, and work 
with other organizations and private citizens to solve complex 
problems that defy siloed approaches.

Rebel rousing 

Rebel rousing involves seeking out and encouraging individuals who 
question the status quo, creating a safe environment for contrarian 
thinking and challenges to established practice, and setting a clear 
purpose while allowing for flexibility in how the purpose is achieved. 
Listening to “good rebels” can be a safe way to reveal problems and 
potential obstacles, decreasing the likelihood that leaders will be 
blindsided by dissenters or “bad rebels.”
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More and more people criticise the way 
the Dutch police does its work. Although 
crime rates go down, people have the idea 
that they see less and less policemen on 
the street and that they are busy with a lot 
of things except solving crime. At the same 
time the police is confronted with new 
forms of crime like cyber.
This forces the Dutch national police to 
innovate its way of working. They need 
to become more agile and learn to work 
together with citizen and businesses. That 
said, innovating isn’t easy. People inside 
the organization are not aware enough 
of the opportunities and threats of new 
exponential technological- and social 
innovations. Also they lack the capabilities 
to bring innovations into practice. 
In partnership with the Dutch national 
police, Deloitte GovLab has developed 
an inspiring innovation expedition for 
the top-240 leaders. A combination of 
awareness sessions, microlearnings and 
physical training days will give a boost to 
the innovation mind-, skill- and toolset of 
the top-240 leaders. In this way they are 
able to lead the next level of innovation 
within the Dutch national police. 

Creating awareness and understanding
Dutch National Police
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Adaptive strategy
For successful transformational innovation it’s 
important to have an adaptive strategy. Strategies 
that are truly adaptive require giving up on many 
long-held assumptions. As the complexity of our 
physical and social systems make the world more 
unpredictable, it’s important to abandon the focus 
on predictions and shift into rapid prototyping 
and experimentation so that what really works is 
learned through own experience. The innovation 
strategy for transformational innovation consists 
out of a high level 10-year vision and a concrete 
1-year plan full of experiments in the direction the 
organization wants to learn and develop. Along the 
way, the vision itself will shift and improved based 
on what is learned in the experiments.
To develop a sound 10-year vision it is crucial not 
to extrapolate from today, but to reason outside-
in. Start with the trends and developments that 
will shape the world in 10 years and its impact on 

your policy domain(s) or market(s). From there 
develop a vision for the role that your organization 
can play in this future. What value does your 
organization deliver to society in the future and 
how (resources, technologies, etc.)? Which assets 
and skills are crucial for your future organization? 
Describe the most important hypothesis en make 
a 1-year plan with concrete experiments on how to 
test them and learn.

Sufficiently challenging problems and 
ambitious goals
One of the most innovative public sector 
organization is the ‘Defense Advanced Research 
Projects Agency (DARPA). In the last 50 years 
DARPA has produced an unparalleled number 
of breakthroughs. Arguably, it has the longest 
standing, most consistent track record of 
radical innovation in history. Its innovations 
include the internet, RISC computing, GPS, 

stealth technology and drones. An important 
lesson in regards to strategy that can be 
learned from DARPA, is that problems assigned 
need to be sufficient and the goals need to 
be ambitious. The experiments need to be 
designed to solve real-world problems or create 
new opportunities. The problems must be 
sufficiently challenging and can not be solved 
without radically changing the traditional way 
of working. The presence of an urgent need for 
a solution creates focus and inspires greater 
genius. 

Compelling narrative
Make your innovation strategy a compelling 
narrative. As John Hagel III explains in it’s 
article ‘The power of company narratives’, 
narratives are stories that do not end, they 
persist indefinitely. They invite, even demand, 
action by participants and they reach out to 
embrace as many participants as possible. 
They are continuously unfolding, being shaped 
and filled in by the participants. At their most 
fundamental level, narratives answer three 
questions:
•  Why are we here?
•  What can we accomplish?
•  How should we connect in order to 

accomplish this?
The “we” in these questions is primarily about 
the people the narrative is trying to reach, not 
the individual or company crafting the narrative,

By inviting people to take initiative, narratives 
encourage people to lead. Narratives have 

the potential to profoundly shape the future. 
Narratives also help participants construct 
meaning, purpose and identity for themselves. 
They help to situate participants in a broader 
context and to build relationships across 
participants. If your innovation strategy is 
set up as a compelling narrative, it will be 
an important driver for transformational 
innovation.  

BB2: A clear and inspiring innovation strategy

Our colleagues from Doblin did a lot of research on what 
make companies successful innovators. One crucial element is 
having a clear innovation strategy. In our experience it is also 
an important building block for successful transformational 
innovation in the public sector. When setting an innovation 
strategy for transformational innovation it’s important to pay 
attention to a couple of specific elements; create an adaptive 
strategy, select sufficiently challenging goals and set ambitious 
goals and make it a compelling narrative.
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Independence on the Edge
To achieve transformation - to do different things - 
an organization usually has to do things differently. 
It needs different people, different motivational 
factors, and different support systems. Besides 
that transformational innovation often represent a 
departure from the norms inside the organization. 
That’s why it’s often really hard for an organization 
to organize itself around a disruptive new idea 
- particularly if it will potentially cannibalize the 
legacy business. Besides that the high risks and 
uncertain rewards of transformational innovation 
initiatives often leads to substantial resistance. 
This resistance may arise in two forms: active 
or passive-aggressive resistance. With passive-
aggressive we mean that people constantly ‘agree’ 
during meetings, but fail to take action after, or 

worse, work against the effort in the background. 
Both forms of resistance are just as lethal for 
transformational innovation. For this reason, 
transformational innovation should be organized 
on the ‘Edge’ of the existing organization. Where it 
has a lot of independence of the core organization. 
Not only in it’s governance, but also in areas like 
staffing, location, budgeting, procurement, use of 
IT, etc.   

BB3: Governance for transformational innovation; independence and 
agility on the edge (1/3)

Managing innovation effectively involves mastering a number 
of processes – from idea generation to project management 
and commercialization – across functions, disciplines, or 
even organizations. At the same time, it requires promoting a 
culture that channels creativity, stimulates entrepreneurship, 
encourages teamwork and where is a permission to fail. 
The role of top management is to combine “hard” business 
processes and “soft” people factors through an effective 
innovation governance system. When setting up a governance 
for transformational innovation there are six crucial elements 
that need to be taken into account:
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Ownership of the top leadership
One of the most concrete aspects of innovation 
governance is the definition and allocation of 
specific management responsibilities at all levels. 
From the highest level – i.e. who is in overall 
charge of innovation in the organization? – to more 
operational levels – i.e. who will be in charge of 
specific processes or missions? When organizing 
for transformational innovation the leadership of 
the organization has a number of choices to make 
when allocating responsibilities for innovation. 

The first choice is related to the type and number 
of bearers of that responsibility. In our view 
it’s best that the transformational innovation 
oversight is entrusted to a single (or a couple of) 
manager(s) which is (are) fully dedicated to the 
task. Innovation is a discipline and needs fulltime 
attention. 

The second choice deals with the management 
level of the appointed innovation heads and 
their reporting relationships. As of the expected 
resistance within the core organization this 
job should be filled by a top manager which 
reports directly to the CEO. The CEO is off 
course ultimately responsible and should be the 
biggest sponsor. When the CEO is visibly directly 
sponsoring the efforts for transformational 
innovation, the message is loud and clear for 
the rest of the organization, transformational 
innovation is a top priority. Besides sponsoring it’s 
good if the CEO is involved in important content 
issues, i.e. on new technologies and products, 
more than on process, which they typically can 

delegate to supporting mechanisms. At last 
they need to put a lot of emphasis on attitudes, 
becoming the evangelists of an “innovation ethic”.     

Double standard metrics
It’s important to measure the performance of 
transformational initiatives. Both to evaluate it’s 
own success and also to justify it’s existence to the 
organization. Therefor setting up the right metrics 
is another crucial element of the innovation 
governance. In the case of transformational 
innovation there are three sets of metrics that 
should be focused on. (1) Short-term milestones 
which measure progress in the market. For 
example, how many people use the new service, 
how do they rate the performance and how 
active are the participants. These metrics should 
be easily measured, aligned with the long term 
objectives of the initiative and mainly be focused 
on learning. (2) Long-term metrics need to be in 
place to measure aspects as growth trajectory 
and correlation with the fundamental shifts. (3) 
While it’s the idea to avoid confrontation with the 
‘core organization’, it is valuable to keep some 
measures of how it may support the operations of 
the normal organization. By tracking metrics that 
matter to the core, the transformational initiative 
can better justify its existence within the larger 
organization.   
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Simple rules to guide the innovation process
Without guidelines to structure the interactions, 
members of a complex organization or ecosystem 
struggle to coordinate their innovative activities. 
At the same time detailed bureaucratic structures 
and procedures will kill innovation. Therefor, 
as McKinsey states in her article ‘The simple 
rules of disciplined innovation’, an innovation 
governance needs to make use of simple rules. 
Simple rules add just enough structure to help 
organizations avoid the stifling bureaucracy of 
too many rules and the chaos of none at all. By 
imposing constraints on themselves, individuals, 
teams, and organizations can spark creativity 
and channel it along the desired trajectory. 
Instead of trying to think outside the wrong box, 
simple rules draw the right box where people can 
innovate within. Simple rules embody a handful of 
guidelines tailored to the user and task at hand, 
balancing concrete guidance with the freedom to 
exercise creativity. Effective simple rules have four 
characteristics: 

First they are few in number. This makes them 
straightforward to remember, communicate, and 
use. Also, it makes the innovation process more 
transparent. If there are only a few simple rules it’s 
easier for people to know upfront which kind of 
innovations are most likely to be chosen and which 
ones are not. Limiting the amount of simple rules 
also makes that there is a focus on what’s most 
important.

Second, effective simple rules apply to a well-
defined activity or decision. Many executives 

often embrace broad principles like ‘be creative’ 
or ‘work together with ecosystem partners’, to 
promote innovation. In this way they try to cover 
every process. To cover multiple activities, rules 
must be extremely general, and therefor often end 
up saying nothing. These broad principles, while 
well intentioned, provide little concrete guidance 
for specific activities. As a result, they are often 
ignored. 

Third, simple rules should fit the culture and 
strategy of the organization using them. Therefor 
it’s not wise to just copy rules from successful 
innovative organizations without modification. 
As such, simple rules have proven to be most 
effective when they are created by the people who 
will use them. Letting the users make the rules 
helps to draw on their experience and increases 
their level of buy-in.

Finally, simple rules supply guidance while leaving 
ample scope for discretion and creativity. Simple 
rules provide a framework for discussing and 
identifying which innovations are attractive. They 
are not mathematical formulas where you enter 
the inputs and the answer pops out. The best 
simple rules are guidelines, not algorithms.

Balancing bottom-up & top-down
Another question the innovation governance 
needs to answer is where innovation is coming 
from? Some organizations mostly rely on initiatives 
from the employees and stimulates them to come 
up with new ideas and concepts. In that case 
management has the responsibility to promote 

and support innovators and protect them from 
the resistance of the ‘core’. Besides that there 
need to be simple rules for filtering and funding 
the best ideas. Google is a good example of an 
organization that thrives mostly on bottom-up 
innovation. They enhance this by giving their 
employees the freedom to work on their own 
ideas for 20% of their total working time. 

Although Google is an example of an extremely 
innovative and successful company, in our 
view organizations that want to innovate at 
a transformational level can’t rely totally on 
bottom-up innovation. As argued earlier, 
transformational innovation has such an impact 
on the organization that the top level has to be 
involved. Transformational innovation requires 
that the top level builds and shares a vision and 
innovation strategy, mobilizes (at least a part of) 
the organization behind that vision and strategy 
and is determined to persevere in spite of possible 
initial problems. 

So when setting up the innovation governance it’s 
important to understand the conditions under 
which bottom-up and top-down innovation will 
prosper, to determine the right balance between 
them and to adopt management attitudes that 
will facilitate the two innovation methods. That 
said, it’s good to be aware of the fact that for 
transformational innovation there needs to be a 
severe focus on top-down innovation at all times.     

BB3: Governance for transformational innovation; independence and 
agility on the edge (2/3)
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Permission to fail…as long as u learn!
Everybody is better and faster with coming up 
with new ideas if they have the leeway to make 
mistakes from time to time. Besides that failure 
can be an essential part of learning. To learn 
from failure, people have to ‘own’ it. They have to 
figure out what went wrong and what to do better 
next time. Therefor the culture of the innovation 
organization must be characterized by trust and 

eagerness for sufficient reflection and learning. 
If your organization can adopt the concept of 
intelligent failure (see figure), it will become more 
agile, better at risk taking, and more adept at 
organizational learning.  

Permission to fail comes more easily in some 
settings than others. Although a lot of public 
sector organizations say that their employees 

are allowed to fail, especially with new innovative 
ideas, reality shows otherwise. The risk appetite 
in public sector organizations is often very low 
and failure often leads to career damage. But 
for successful transformational innovation the 
organization will need to embrace failure. This 
needs to be supported by the top level as failures 
within public sector organizations often end up 
at the political level and/or in the press. For this 

reason within the innovation governance there 
need to be mechanisms that give participants the 
opportunity to fail and reward learning. 

BB3: Governance for transformational innovation; independence and 
agility on the edge (3/3)

3. Improved iterations
Exit Specific iterations related to the initial 
failure are improving, but you could be 
leveraging what you have learned (both from 
this failure, and from the process of learning 
from it) to improve all that you do.

Move Intentionally understanding how your 
experience in learning from failure can 
strengthen all of your work, and thus mapping 
the skills and practices you’ve learned to other 
initiatives. Building a comfort with failure and 
learning that allows you to grow, overall, the 
smart risks that you take and the innovations 
you develop.

4. Informed risk taking & innovation
Failure is inevitable – no matter how risk savvy, 
innovative, or fail-smart we become, it is 
inevitable, and arguably important, that we 
continue to fail. That said, having made it to this 
level of proficiency means that this failure, and 
particular your reaction to it, will look signifi-
cantly different than the previous one.

1. Failure
Exit Characterized by often dysfunctional 
reactions (e.g. shame, avoidance, self-criticism, 
blame or withdrawing investments in new 
ideas) to failure that halt learning from reaching 
depth.

Move An intentional investment in maximized 
learning for all those involved in the failure.

2. Maximized learning
Exit Actions aren’t following your learning – 
there is no adaptation of strategies or behavior. 
You may see small, informal improvements, but 
are stopping short or transformative change.

Move Learning is codified through an invest-
ment in applying your learning to your next 
iterations, through tangible improvements to 
processes, tools, and practices.

4

Informed risk
taking & innovation

3

Improved
iterations

1

Failure

2

Maximized
learning

Instinctive, often 
dysfunctional reactions

Learning not formally 
applied in practice

Incremental change

Intelligent failure
Learning & innovation loop
Source: failforward.org

move

exit

m
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move
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Organizing for transformational innovation
Public Prosecution Service

Exponential technologies like big data and artifi cial intelligence will radically change the 
work of the Dutch Public Prosecution Service in the coming years. The juridical decisions of 
the European Court of Human Rights have already been predicted to 79% accuracy using an 
artifi cial intelligence method developed by researchers UCL, the University of Sheffi  eld and the 
University of Pennsylvania.Data and algorithms will play a pivotal role in the justice system in 
the near future. And this is just one of the many changes the Public Prosecution Service has to 
deal with in the coming years.

To prepare for the future Deloitte GovLab helped the Public Prosecution Service to set up an 
innovation organization on the edge. This organization will be focused on the creation of radical 
new ways of working using exponential technological- and social innovations. This all is done in 
close collaboration with partners in the fi eld of law and justice.  

“US jail populations could potentially be reduced by 42% 
without any increase in crime, if algorithms rather than 
human judges were making the decision.” 

NBER Working paper No. 23180, February 2017
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Balanced breakthrough model
In every transformational innovation three factors 
need to be balanced:
•  Technical (feasible); a lot of transformational 

innovations start here. A new technology can be 
extremely valuable, and can provide the basis 
for a successful new service or solution. But cool 
technology alone is not enough.

•  Business (viability); the second key factor is 
economic viability. The solution needs to fit into 
a business model that will allow the organization 
to thrive. Some think this factor is less important 
within public sector, we disagree. Also in public 
sector a solution need to be payed for and 
sustain itself in the long run.

•  People (desirability); The third factor is about 
getting at people’s motivations and core beliefs. 
Being human centered is at the core of our 
innovation process. We believe successful 
transformational innovations rely on some 

element of human centered design while 
balancing the other two factors.

Using the balanced breakthrough model ensures 
that innovations will solve customer needs 
with a product or service which is viable for the 
organization to implement. 

Sprint based working
Typical methods for planning and tracking product 
development projects are not well suited for 
transformational initiatives. Instead they require 
working in sprints and a nimble planning. The idea 
of sprints originates with the Agile framework. 
A sprint is a set period of time during which 
specific work has to be completed and made 
ready for review. The sprint cycle starts with a 
sprint planning session, during which the team 
establishes and commits to the sprint backlog (a 
list of activities that needs to be done by the team 

during the sprint). Timeline of a sprint can differ, 
but normally they take two to three weeks. Key 
activities during a sprint are; obtain answers to 
any pending questions, define and / or validate 
hypothesis, define data to be gathered, gathering 
data, etc. Each task in the backlog represents a 
piece of work executed by one person and each 
task should be larger than 3 hours and smaller 
than 10. Deliverables are discussed in a pass / fail 
test. After the pass / fail test the team moves to 
the next sprint.   

BB4: Innovation by design (1/2)

Transformational innovation often starts with a ‘green field’. 
This means everything is open and everything needs yet to 
be learned. Therefor this calls for a discovery and concept 
development process which is iterative and focused on 
scalable learning. For successful transformational innovation 
u need to ‘innovate by design’. As GovLab we created this 
methodology which is a combination of design thinking, 
the double diamond and lean start up methodology. Key 
elements of this approach are:
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Solve

Explore and create 
new concepts that 
best meet existing 
emerging needs

Is the concept highly 
desirable? Does the 
concept serve an 
unmet customer 
need?

Look & Listen

Learn how to better 
understand people. 
Observe their lives, 
hear their hopes and 
desires and get smart 
on the challenge.

What is the target 
group of the experi-
ment look like? What 
are their needs and 
desires?

Explanation
• The innovation process consists out of different phases in which teams develop their project further. Each phase has its 
 own budget and resources. A stage gate committee decides if a project is ready for the next phase, needs further iteration 
 or needs to be stopped.
• Teams work in sprints. Each phase consists out of different sprints in which certain activities are carried out by the team. 
 Timeline of a sprint can differ per set of activities.  
• It’s an iterative process which means projects constantly diverge and converge. Also projects can go back to an earlier 
 phase in the process if needed. 

Scope

Primary and secondary research to scan the 
horizon and select opportunity areas for 
deeper exploration through experimentation.

What are our goals and aspirations? What 
opportunity spaces should we invest in or 
monitor? Which experiments should we start?

Objective

Questions

Build phase I

Experiment with 
mock-up, iterate and 
demonstrate initial 
evidence of desirabili-
ty, feasibility and 
viability

Have we tested the 
key hypotheses and 
critical uncertainties? 
How big is the 
opportunity?

Build phase II

Pilot a minimum 
viable offering (MVO), 
testing and refining 
desirability, feasibility 
and viability

Can we organize 
execution? 

Launch & Scale

Formalize as a new 
way of working, 
optimize and scale

How do we govern 
and scale?

Launch & ScalePilotPrototypeSolveLook & Listen

Innovation strategy

Scope
Stage gate 2 Stage gate 3 Stage gate 4Stage gate 1

Opportunity
space 1 Opportunity

space 2

Opportunity
space 3

Opportunity
space X

Idea

Idea

Idea

Idea
Idea

Idea

Idea

Idea
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Human Centered Design
The idea of design thinking for solving business- 
and societal problems was developed at IDEO 
and the d.school at Stanford. As GovLab we also 
strongly believe in the strength of human centered 
problem solving.  Embracing human-centered 
design means believing that all problems, even 
the seemingly intractable ones like poverty and 
clean water for everyone are solvable. Moreover, 
it means believing that the people who face those 
problems every day are the ones who hold the 
key to their answer. Human centered design 
offers problem solvers a chance to design with 
communities, to deeply understand the people 
they are looking to serve, to dream up scores 
of ideas, and to create innovative new solutions 
rooted in people’s actual needs. A human-
centered design process isn’t a perfectly linear 
process, and each project has it’s own contours 
and character. But we a GovLab project we always 
go through a couple of main phases:

Look & Listen: It all begins with inspiration. 
Connecting with the needs, desires, and 
motivations of real people helps to inspire and 
provoke fresh ideas. Observing people’s behaviour 
helps to better understand the current situation 
and trigger new ideas. Next step in the design 
phase is to grasp the real insights by moving to 
more abstract truths that span across groups 
of people. Besides observing people, it’s also 
important to do research to technological- 
and social innovations and learn about their 
opportunities and pitfalls. 

Solve: The synthesis is than used to explore new 
possibilities. The goal is to generate countless 
ideas at first and at the end the most promising 
ones are selected for the prototype phase.

Build I Prototype: The most promising ideas are 
advanced in iterative rounds of rapid prototypes. 
This are early, rough representations of ideas that 
are concrete enough for people to react to. The 
key is to be quick and dirty and exploring a range 
of ideas without becoming too invested in only 
one. Based on feedback from end users and other 
stakeholders, u adapt and polish the solution until 
it’s compelling and workable.     

Build II Pilot: Before the new solution is rolled out, 
the design is further refined through a real scale 
pilot. The experience of the pilot is input for a road 
map to implement the new solution within the 
whole organization. Again, the implementation can 
have many rounds. More and more organizations 
are beginning to launch new products and 
services in order to learn. They start with a ‘beta’ 
version and just keep refining their product. 

Design thinking methodology has proven to 
really work if organizations want to achieve a 
breakthrough innovation or want to make a 
creative leap. 

Validated learning
The Build - Measure - Learn feedback loop is at 
the core of the Lean Startup methodology. During 
a transformational innovation project an idea is 
turned into a product or a service. As customers 

interact with these products, they generate 
feedback and data. 

The feedback is both qualitative (such as what 
they like and don’t like) and quantitative (such 
as how many people use it and how often). 
For transformational innovation projects, that 
information is the most important, because 
it can influence and reshape the next set of 
ideas. In the end it’s all about validated learning. 
Validated learning is the process of demonstrating 
empirically that a team has discovered valuable 
truths about a startup’s present and future 
business prospects.

Each idea is at it’s beginning full of assumptions 
about e.g. the customer’s needs, the way a 
technology could be used or the business model 
to be applied. Validated learning is about testing 
and validating these hypothesis in the real world. 
During a project it’s therefor important to work 
with a hypothesis log to capture what is learned 
in order to keep track on progress and be able 
to communicate results. The hypotheses log is 
also used to keep track on validation efforts and 
enables fact-based decision making

  

BB4: Innovation by design (2/2)
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client’s behavior
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To inspire human-centered innovation, empathy is 
our reliable, go to resource. We connect with the 
needs, desires, and motivations of real people to 

inspire and provoke fresh ideas.
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Move from individual
observations to more abstract

truths across groups

Reframing the problem and choose
where to focus our energy

Synthesis
Recognizing patterns, identify themes, 
and find meaning in all that we have 

seen, gathered and observed.
Research on

technological- 
and social

innovations

Client involvement
in workshop

Most promising
are taken to next stage

Generating
countless ideas

Ideation
Set off on an exploration of

new possibilities

Incubators

Experiment
Creating early, rough representations
of ideas that are concrete enough for

people to react to

Start-ups

Deloitte
Corporates

Roadmap
Setting up an agile path to realization incl. 
timeline and follow up activities  

Checking facts & figures
Roughly checking estimates & 
assumptions to reality 

Consumer test
Direct feedback from end users and

other stakeholders 
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The municipality of Amsterdam wants to transform into a smart city. To answer the challenges 
of tomorrow’s world she sees the need to radically innovate her way of working.

Deloitte GovLab helped the municipality to radically innovate her approach to reducing 
poverty. After a phase of observing the ‘customer’ an edge journey has been organized during 
which public and private stakeholders came up with 8 radical solutions. A mixed jury has 
chosen 3 of them and these are placed into an ‘accelerator’, an innovation organization on 
the edge. At the moment the radical solutions are brought to life with the Deloitte GovLab 
‘Innovation by Design’ methodology. So far all three experiments seem to be successful.

Innovation by Design
Municipality of Amsterdam

“We face problems like poverty, which need a radical 
solution, a diff erent approach and way of working 
as a government to keep up with our fast changing 
environment.

FutureGov changes the way we think and act in 
government, using disruptive technology, co-creation, 
behavioural insights and data to solve societal problems 
and use it as a lever for  organisational change: real 
time insights and fact-based, design thinking including 
feedback loops, working in co-creation, fl exible and 
based on the needs of our citizens”. 

Ger Baron, CTO Municipality of Amsterdam
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Passionate and skilled explorers
Identifying employees who can be classified as 
‘passionate explorers’ is crucial to the success 
of transformational innovation. According 
to the Deloitte paper ‘Unlocking the passion 
of the explorer’, there are three attributes 
that characterize the passionate explorer; 
Commitment to Domain and Questing and 
Connecting dispositions. Commitment to Domain 
can be understood as a desire to have a long 
lasting and increasing impact on a particular social 
problem. Employees with the Questing disposition 
actively seek out challenges to rapidly improve 
their performance. At last, employees with the 
Connecting disposition seek deep interactions 
with others and build trust-based relationships to 
gain new insights. 

Besides they are passionate, explorers also need 
to have the right skills. Skills needed for core and 
adjacent innovations are quite different from 
those needed for transformational innovations. 
In the first two realms, analytical skills are vital. 
These often can be found all over within public 
sector organizations. Transformational innovation 
efforts, by contrast, typically employ a discovery 
and concept-development process to uncover and 
analyze the social needs driving changes (what’s 

desirable from a customer perspective), the 
underlying market trends (what kinds of solutions 
might be viable), and ongoing technological 
developments (what is feasible). These activities 
require skills found among designers, cultural 
anthropologists, scenario planners, and analysts 
who are comfortable with ambiguous data. These 
are often much less found within public sector 
organizations. Therefor it might be needed to train 
employees upfront in these skills and/or work 
together with people outside the organization. 

Venture funding
Bold transformational efforts typically require 
sustained investment. Therefor their funding 
should come from an entity (ideally the CEO) that 
can rise above the fray of annual budget allocation. 
Sometimes organizations use the ‘innovation tax’ 
to free budget for the transformational innovation 
organization. With this we mean the that all 
units of the organization need to contribute a 
percentage of their budgets to transformational 
initiatives. Avoid this at all times. The units rarely 
see their ‘contribution’ as going to a good cause 
and they probably instantly will see the innovation 
team as the bad guys stealing their budget.

To allocate budget to the projects within the 

innovation organization, choose for complete 
new funding models that spur results and speed. 
An example of that is a funding structure based 
on the model of venture capitalists. In this model 
the projects need to prove success and earn 
their money for each new phase with a board of 
(public – private) investors. Funding itself needs to 
be minimal at all times, just like real start-ups, the 
‘transformational start-up’ needs to ‘starve on the 
edge’. It just needs to get enough money to do the 
basic activities, so that it’s forced to keep looking 
for partners outside the organization. By looking 
outside it can leverage the assets of others and 
grow stronger. 

Co-creation in dynamic ecosystems
Over the last few decades, driven largely by digital 
technologies and massively increased connectivity, 
new means of creating value have been 
developing everywhere in the form of networks of 
connection, collaboration and interdependence. 
These ‘ecosystems’ are nowadays essential in 
the quest for innovation. Every organization is 
involved in many different ecosystems. But a lot 
of organizations operate only in a few limited 
ecosystem types, primarily with the focus on 
aggregating and coordinating existing resources. 
However, to boost transformational innovation the 
organization should tap into ecosystems where 
all participants in the ecosystem get better faster 
by working together across organizations. The 
Deloitte Center for the Edge calls this accelerated 
participant performance improvement. While 
traditional forms of aggregating and coordinating 
ecosystems should not be ignored, dynamic 

ecosystems that drive accelerated performance 
improvement are central to successful 
transformational innovation. More information 
about dynamic ecosystems and how to create 
them can be find in the Deloitte Center for the 
Edge report ‘Performance ecosystems; a decision 
framework to take performance to the next level’.   

BB5: Mechanisms to fuel and fund innovation

The last building block is about mechanisms to fuel and fund 
innovation. To successfully innovate there need to be the right 
resources at the right moments to accelerate and amplify 
initiatives.
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ABOUT Deloitte’s public sector 
innovation brand



Redefining Government Together

30

Through a combination of design, strategy, social 
science, and technology, Deloitte GovLab works to 
unearth opportunities and spur ongoing growth 
that helps public sector organizations: 

Set and implement innovation 
strategy 
Working alongside senior leaders, we 

explore how forces of change potentially impact 
the organization and policy domain, and identify 
where opportunities lie within the seemingly 
chaotic landscape. We then set an “innovation 
ambition” and help diagnose and address internal 
breakdowns. Finally, we advise senior leaders on 
their responsibilities for championing innovation.

Design, build, and launch innovations
We work with organizations to convert 
opportunities and ideas into new 

business models for creating public value. Using 

generative research methods, we unearth new 
insights about consumers and translate those 
insights into business concepts that encompass 
multiple types of innovation. We facilitate 
prototyping and testing to refine new offers and 
accelerate launch and scaling. Working with the 
client implementation team, we use strategy, 
marketing, and enterprise analytics to refine, pilot, 
and launch the new business. 

Become better innovators, through 
empowering organizations with 
the right processes, tradecraft, and 

partnerships to deliver innovation results. 
We help clients develop their own signature 
innovation capabilities, systems, and structures 
that are specific for the enterprise. This includes 
governance structures, establishment of 
incentives and metrics, and implementation of 
learning programs to teach innovation practices.

What we do?

Provoking & leading thoughtware
GovLab produces engaging, insightful, robust and 
impact oriented thought leadership on new ideas 
and trends that have the potential to transform 
the way the government realizes her public goals.

www.Deloitte.nl/GovLab
 

@GovLabNL

www.govlab.deloitte.no

Connecting to inpriring Ecosystem
GovLab connects clients to creative environments 
and ecosystems in the field of exponential 
technological- and social innovations. 

How GovLab can help you with innovation?!

Whether discovering the next big thing or expanding on 
what’s come before, organizations thrive and grow from inno-
vation. GovLab brings together a wide range of capabilities, 
tools, and people to help public sector organizations create 
new sources of growth and prosperity. Since 1981, Deloitte 
has pioneered in the discipline of innovation and helped 
leading organizations navigate through turbulent environ-
ments, helping organizations solve complex problems that 
matter through a rigorous, interdisciplinary approach. 

Businesses

Citizens

Universities

Scale-ups

Redefining Government through leading 
innovation
‘Creativity is thinking up new things, innovation is 
doing new things’. Together with clients GovLab 
creates complete new innovative products and 
services. GovLab provides innovative offerings on: 

Innovation
GovLab brings together a wide range of methods, 
capabilities, tools, and people to help public sector 
organizations to innovate.

Data Analytics
GovLab brings data driven policy to the next level 
with her products and services on data insights, 
predictive analytics and customer profiling.

Impact investing
GovLab connects government, social 
entrepreneurs and social investors to create whole 
new public private partnerships to solve wicked 
societal problems.

Digital
GovLab helps public sector to transform and 
adapt to the digital age with offerings on digital 
strategy, robotics, apps, mobile and platforms.
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Four GovLab hubs that host a Global community

GovLab United States

GovLab Netherlands

GovLab Norway

GovLab Singapore

Canada
Norway
Sweden
Denmark
Portugal

Ireland
UK
Italy
Switzerland
Belgium

Tanzania
USA
Czech Republic
Netherlands
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