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A culture of innovaion is seen as essantid if locd government organisations are to
effectivdy manage and survive in ever-changing environments. This paper provides an
overview of innovation processes and outlines how they are applied in four loca
government organisations. State and Federal Governments heavily regulate this sphere
of Audrdian government. A culture of innovation provides an opportunity for locd
government to respond to pressng loca needs within legidative and financid
condraints. The paper concludes that for an innovative culture to develop in locd
government organisations, a number of interdated factors must combine in a
synergisic way for genuine organisationd change to occur. Such an innovaive culture
develops when cregtive individuds respond to externa pressure for change
implementing new ways of working gleaned from an extensve network, both within
and between organisations. This innovation reflects ther persond desre for
continuous learning, builds employee capacity across flexible organisations while
working with long-term, best interests of the community they serve in mind.
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I ntroduction

By ther very naure locd governments have a direct and immediate impact on the
communities they serve. The way in which locd government organisations innovete
and change determines the impact on locad economic and community development. As
the levd of government mandated with the respongbility of ensuring basc locd
sarvices are provided and maintained local government's ability to reform and change
is centrd to long term community success. Many locd governments today go well
beyond the mandated requirements set out in legidaion engaging ther communities in
a didogue about the nature of community life, now, and into the future (see for
exanple Leach et al 1996). While research into innovation and credtivity a work
uggedts that such drategies provide the promise to meet the chdlenge of how to bring
about change in the work environment (West and Farr 1990) there has been much less
interest in how innovation and credtivity in locd government organisations works to
fadlitate reform and change in communities,

Jones (1993, p.1) agues that loca government's main role is to hep loca
communities to learn to make drategic choices by badancing the costs and benefits of
efficency, effectiveness, economic growth, qudity of life, socid judtice, participation
and legitimacy. This role, one suspects, demands a high level of innovation if loca
government organisations are to be effective in ther work. There is, however, little
actua research on the nature of innovation in local government.

This research, therefore, asks the questions what makes an innovaive loca
government_organisation culture? One which dedls with uncertainty, brings new idess
to fruition, vaues credtive thinking and learning, actively encourages its members to
learn about new ways of working, uses a developed wedth of employee experience
and competence, and brings forth new and imaginative ways of working from across
the organistion to eagerly embrace change. All of which goes to making the
community they serve a better place to live.

Wha makes an innovative organisation culture is a perennid question, one which
reaches to the core of academic work in management and organisation and chalenges
managers in dl organisstions When the innovation drategies outlined in this paper are
goplied, smultaneoudy, they create a powerful synergisic force for change enabling
locd government to be successful well beyond thelr expectations. The research then
attempts to answer questions such as, how do loca government organisations develop
a culture of innovetion to address economic and community development issues facing
their community? How does innovation become embedded as a way of thinking and
acting within council organisations? The research assumes that, over time, loca
government organisations mugt achieve a minimum level of innovation if they are to
effectivedly manage economic and community development issues. Underdanding the
nature of innovaion in locd government will be essentid if they ae to effectivey
manage these issues.

In presenting our research findings this paper is divided into three parts. The first part
covers the literature relating to the concept of innovation, more generdly, and
innovation within locd government organistions, in particular. The second part
outlines the innovation process in four loca government organisations regarded as
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being innovative. The third and find part discusses the innovation process in locd
government and outlines drategies to asss people working in locd government
organisations to be more innovative.

PART A: WHAT ISINNOVATION?

There is a lack of specific research into contemporary approaches to innovation in
locad government, a sphere of Audrdian government under condant pressure to
change reform. Under the direct control of dtate governments the Audrdian systems
of loca government have been subject to change as a function of the pressure for
change felt by the state and Federd governments (Chapman et d 1997).

The definitions of innovation outlined below give focus to this research which is
interested in the way in which innovation processes become embedded in the culture
of locd government organisdions. How do these innovative practices assst locd
government organisations to focus on, and bring to effect, economic and community
development. These definitions recognise the process of introducing new things or
methods. It is this process of introducing new things or methods into local government
management and organisation that motivates this research. Importantly, what is it that
facilitates and sustains the innovation process, and how can this process be encouraged
in other locd government organisations.

Definitions

Rogers (1998) makes the important distinction between innovaion and invention. The
innovative organisation does not need to have invented the new product or process
they adopt (Rogers 1998). Innovation is as much about the way new ideas and
products are brought to effect as it is aout the uniqueness of the origina concept. The
difference between innovation and invention is an important diginction for this
research. Loca governments do not have to have invented a new product or service to
be innovative. What the case studies reved is that the process of improvement leading
to sudtained economic and community benefit in this sphere of government is a far
more important innovative process. Ther innovation is in recognisng the goplication
and implementing it in their organisation.

The literature on innovation is vadt, reflecting the great interest in this subject. The
desre to undergand human growth and development is reflected in this sudy of the
innovetion process. It is this very process which drives the development of human
society. The literature identifies the process of innovaion in busnes as beng
something that is new or improved, done by an enterprise to create sgnificantly added
vaue ether directly for the enterprise or indirectly for its customers (for example see
Carnegie and Butlin 1993:3).

Van de Ven (1980:712) defines innovation as the introduction or implementation of a
new product, service or policy. Rogers defines an innovation in the same vein as an
idea, practice or object according to (1995:11) that is perceived as new by an
individud, or other unit of adoption. It meatters little whether or not the idea is
objectively new as measured by the lgpse of time snce its first use or discovery. If the
idea seems new to the individud, it is an innovation. The traditiond busness
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definition of innovation is when, and if, the invention is fird commercdly introduced
by afirm (Davies 1979:1).

Zdtman, Duncan and Holbeck (1973:10) provide a broader, more fundamenta
definition of innovetion, as any ideq, practice, or materid artifact percelved to be new
by the rdlevant unit of adoption. The unit of adoption can vary from a single individud
to abusnessfirm, city, or adate legidature.

West and Far (1990:9) capture dl of the characterigtics of the definitions when they
define innovation

‘as the intentiond introduction and agpplication within a role, group or
organisation of idess, processes, products or procedures, new to the relevant
unit of adoption, desgned to dgnificantly benefit the individud, the group,
organisation or wider society.’

The innovetion literature dso identifies ‘dages of innovation’. Pdz and Munson
(1980:4-5) identify four stages:

* Diagnoss is the trandation of a sense of unease or an aspiraion into a
problem so that action toward solving it may be undertaken.

* Design is the development, adoption, or borrowing of an innovating

solution.

Implementation is the “payoff” dage of the innovating process, the

innovetion is put in place, and the process of embedding it in the

organisation becomes the central activity.

Sabilisation is the period in which the innovetion proves itsdf ether a

success that becomes the status quo or a practice that disappears in some

shift of organisation priorities.

*

*

Of course these are never digtinct stages and there is condderable iteration as the
organisation rethinks and recycles back through the early stages.

Pelz and Munson (1980) also consder the level of the development of new idees tried
by organisations. Was this an idea initigted within the organisation? Something which
fits both aspects of the definition of innovation. Both a nove idea never thought of
before and implemented in the organisation. Or was it an adaptation of another ides?
Or something tried and tested esewhere and smply borrowed by the organisation?
These diginctions of level of devdlopment are dso never cdear-cut. While there are
obsarvable amilarities in the idea or technique the way in which individuds actudly
borrow idess and techniques will be different across organisations. A reason why we
find the use of vague ecological metaphors such as the concept of evolution to assst
our understanding of the processes of organisational change (see, for example, Greiner
1972).

Pez and Munson (1980) bring these two ideas together: the stage of innovating and
the level of the innovating process. This relationship is set out in the figure below.



Innovation Strategies for Australian Local Government

Stage of Innoveting
Leve of 1. 2. 3. 4.
Innovating Diagnosis Desgn Implementation Stabilisation
Process
A. Initiaion
B. Adaptation
C. Borrowing

The case dudies discussed in this paper suggest that the innovation process in loca
government cover a number of cels in this framework. It is possble with every
change there is something unique about the idea, ideas from others are adapted and
borrowed and the development process iterates through the stages of innovation. This
is eypecidly so over time and with more comprehensve, organisaion wide
innovetion.

The literature on innovation and change in organisations, and, more specificaly, on
loca government innovation and change suggests a number of interrdated factors,
These ae discussed below before conddering how these factors are reflected in the
innovation process in four case study councils.

Innovation Strategies

The key role of creative individuals

Paradoxicdly, individuds are centra to the innovation process within organisations
Yet an innovaive culture mug, by definition, embrace dl membes of the
organisdtion. In fact it is the way in which particular individuas work together across
organisations, sharing ther creativity and enthusasm for new ways of working tha
leads to organisationd innovation. Kirton (1976) suggests that some individuas are
more likdy to innovate than others If these individuds are wel placed within the
organisation hierarchy they are less condrained by others less likely to innovate. In
goecific gtuations individua differences will be less important than the interactions
between dgtuationd and persond characterigics. Clearly there is an  important
relationship between individud and organisationd charecteridics affecting  the
development of a culture of innovation.

In providing a modd of organistiond innovation Amabile (1988) identifies three
components that must be operating a the individud and organistiond leve. These
components are resources, techniques and, most importantly, motivation. Resources
refer to individud taent and organisationd funds, materids and support. Techniques
refer  to individud skills and organsationd  sills in innovaion management.
Mativation refers to intringc task motivation of individuds and organisaiond
motivation a the highest levd in the organisation. In contrast Staw (1990:289)
suggests that ‘credivity results from the combinatiion of high vaiaion and high
sdectivity. To have a credtive response requires widdly varied input to the problem.
Yet, the wider the variety of input the more sdectivity must be used to decide which
of the dternativesto retain.’
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Amabile (1988) provides an important overview of the qudities of individuds that
influence credtivity. She identified ten qudities of problem solvers that served to
promote cregtivity and five that served to inhibit credtivity. The qualities that promote
credtivity were:

*

*

Persondity traits including perssence, curiosty, energy, an intdlectud
honesty,

Sdf-motivation; beng sdf-driven, excited by the work itsdf, enthusiadtic,
attracted by the chalenge of the problem, having a sense of working on
something important, and a belief in or commitment to the idea,

Specid cognitive abilities, goecid tdents in the problemsolver’s particular
fiedd, as wdl as generd problemsolving abilities and tactics for credtive
thinking,

Rik orientation; unconventiond, aitracted to the chalenge, oriented
toward taking risks and doing things differently,

Expertise in the Areg taent, experience, and acquired knowledge in the
particular fied,

Qudities of the group; synergy aisng from the intdlectud, persond, and
socid qudities of the individuas making up the project team,

Diverse experience; broad general knowledge and experience in a wide
range of domains,

Socid kill; good socid and/or political skills, good rapport with others,
being a good listener and a good team payer, and being broad minded or
open to others' idess,

Brilliance; ahigh leved of generd intdligence;

Naivete, being naive or new to the fied, not biased by preconceptions or
bound by old ways of doing things. (Amabile 1988:128-129)

Those qudities which inhibit crestivity were:

*

*

*

*

Unmotivated; lack of motivation for the work, not being chalenged by the

problem, having a pessmidic atitude toward the likdy outcome,
complacent, lazy,

Unskilled; lack of ability or experience in the problem area,

Infledble; being st in on€'s own ways, opinionated, unwilling to do things

differently, too constrained by one' s education or training,

Externdly motivated;, being primarily motivated by money, recognition, or

other factors asde from the work itsalf, responding primarily to redtrictions
and gods set by others, being competitive and jedlous of someone dse's
Success.

Socidly unskilled; lack of socid or politicad skills, such as being a poor

team player. (Amabile 1988:129)

The innovation process is one which is initisted and driven by individuds who are
well placed within the organisation’s hierarchy, and who ae driven by an innae
curiosity to find new ways of working, and have an inherent beief in ther own ability
to succeed. McGrath et al (1998) identifies the individudidic, essentidly ditig risk-
taking behaviour of entrepreneurs, whether they be individuds dating up new
businesses or managers well placed within established organisations.
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By virtue of ther rdaivey senior podtion innovative managers take a broad view
across, and out of, ther organisation. Ther dispodtion is such that they,
metaphoricaly spesking, ‘get on the bacony’, - which Hefetz (1997, Hefetz and
Laurie 1994) dso suggests is a key characteridic of effective leadership. Given this
‘'view' and ther innate curiogty they see possbilities that others would not dways
congder. It is this specid combination of podtion and persondity that is the cradle of
innovative behaviour.

Managers displaying innovetive behaviour are seen as optimists. If they are to
maintain the search for new ways of working, and to continue with their efforts to
implement their idess - to be ‘unreasonable’ as Handy (1989) suggests - they need to
mantain an optimigic stance if they are to nake things happen. They need to be able
to respond to the inherent pessmism and conservatism that often characterises many
public sector bureaucracies. Bandura (1977) made a key contribution to our
understanding of individud innovaive behaviour with the concept of sdf-efficacy. If
an individua believes in their ability to succeed they are more likdy to atempt to
innovate and thus bring about change in their environment.

Perggent, optimistic, well-placed individuas driven by a desre to develop new ways
of working are an essentid ingredient in cregting an innovative organisationa culture.
The management literature suggest that without such individuas it is not possble for
cregtive innovative Srategies to emerge in times of crigs and change.

Responding to external pressure for change

Externd pressure for change is the mgor driver for reform in Audrdian locd
government. While some organistions seek to innovate smply to improve sarvice
ddivery the deregulation of Audrdias economy in the 1980s and early 1990s has
meant that the public sector has had to reform its work practices in line with the
reforms occurring in the nongovernment sector. A key policy change in
microeconomic reform in the early 1990s affecting dl governments was the Hilmer
Report (Hilmer et al 1993). This Report provided the framework for the
Commonwedth Government's Nationa Competition Policy (NCP) which was
embodied in the Competition Policy Reform Bill 1995 (Parliament of Audrdia).

In concert with economic rationdism and manageriaism, which has become known as
New Public Management (Gray and Jenkins 1995, Lane 1994), this policy shift has
had a dgnificant impact on the public sector moving toward typicd private sector
market mechanisms for the devdopmet and deivery of services Services
traditiondly seen as the exclusive domain of loca government organisations.

The deregulation of the Audrdian economy and the subsequent microeconomic
reform has been the biggest driver for change in Audrdian loca government. There
have dso been other externd drivers. These include the changing nature of the
Audgrdian economy, with a declining commodities based economy redive to an
increasing service based economy. At the same time information technology has had a
ggnificant impact on Audrdian loca government organisations over the last decade.
They have embraced this new technology with over 98% of councils accessng the
Internet (Martin 2000). The ‘eectronic herd’, as Friedman cals them (1999) - those
traders who move funds around the world chasing the best rate of return - have a
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ggnificant affect on exchange and interest rates, which have an impact throughout al
Audrdian organisations, whether they be public or private. This impact will dso be
felt in locd government as councils grapple with changes such as e-commerce and e
business.

It is clear that al organisations in open, western liberal democracies are affected by
these changes. Naschold's (1996) discussion of the dructural reforms and innovation
drategies in the public sector in OECD countries, for example, explans much about
the drivers for change leading to innovation in these countries.

Innovators look for, and work with, the waves of politica, socia, economic and
technologicd change occurring in ther environment. They adopt an open ad
engaging drategy learning as much as they can about what drives change and how
they might come to work with it, rather than fighting a fruitless rearguard action to
restore things to the way they were in some idedised past.

Encouraging experimentation and the search for new ideas

Innovators need to experiment in their search for new ideas. They need to fed a degree
of freedom within their organistion to experiment, even if that means some ideas turn
out to be ingppropriate, for whatever reason. As long as the experimentation does not
place the organisation and its divisons within a perilous Stuation; tha it is acceptable
on mord and ethica grounds, and is not prohibitive in terms of the @l on resources,
then such experimentation is an essentid part of an innovative culture.

Kottler (1994) refers to the idea of ‘productive risk taking’ in his study of advanced
group leadership. The assessment by the innovator that there will be a productive
outcome in the long run to measured risk taking. Brockhaus (1998) identified the risk
taking propensty of entrepreneurs as a characteristic of ther success. These
entrepreneurs are prepared to enter into uncertainty and to manage ambiguity to
achieve their outcomes. This behaviour occurs regardiess of the organisationd setting
in which they work.

A characterigtic of innovators and their experimentation is the congtant search for new
idess. Experimentation for innovators is more than a one off event. It is a series of
gooradic, seemingly unrelated events over time. Innovators are congtantly searching
for new idess linking their learning over time. It is a condant, never ending process. In
some individudsit verges on obsessve behaviour.

Networ king with other organisations

The role that networks play in mitigating environmentd uncertainty and promoting
socid learning of adaptive responses among linked organisations needs to be
consdered in the innovation process. Little is currently known about if, how, and why
networks may affect organisations efforts to transform themselves when confronted
by environmenta changes that threaten ther survivd (Kraatz 1998). By explaning the
innovetion process we may be in a podtion to undersand how organisations
trandformed themselves in the face of environmenta uncertainty.
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KraatZs (1998) study of learning and change in 230 private American colleges
supported two arguments. The fird that strong ties to other organisations mitigate
uncertainty and promote adgption by increesng communication and information
sharing. The second that networks can promote socid learning of adaptive responses,
rather than other, less productive, forms of interorganisationd imitation.

Networks play a role in mitigating environmental uncertainty and promoting socid
leaning of adaptive responses among linked organisations.  Findings reveded
ggnificant, if not overpowering support for the agument that, drong ties ae
paticulaly vaduable in promoting adaptation. These ties create high-capacity
information links between organisations and engender a motivation for information
sharing, mitigating uncertainty and dlowing a focd organisation to vicarioudy benefit
from the insghts and experiences of its peers. Colleges tended to adopt professiona
programs that had previoudy been adopted by others in the same consortium,
goparently being influenced by the information received through these socid ties.
Change in many locd government organisations follows the same pah. They learn
from each other a conferences and seminars and implement their own verson of an
innovation developed by another council.

Kraatz (1998, p.621) looked at innovation through imitation. He concluded that strong
ties to other organisations mitigate uncertainty and promote adaptation by increasing
communication and information sharing; and, networks can promote socid learning of
adaptive responses, rather than other, less productive, forms of interorganisationa
imitation. His study of 230 private colleges in the United States provides pardlels for
underganding innovation in Audrdian locd government. He argues tha dable socid
relationships mitigate bandwagon and datus-driven imitation processes, which thrive
under conditions of low information. Organisations would be less likely to adapt their
core features in response to fads. Research reaults support the socid learning
explanation. An organisation’s chance of imitating was increased by the performance
of ealy adopters of a smilar program, by a budgetay criss (which he argues
provokes search behaviour). The size and prestige of an early adopter does not make
them more likely to be imitated (does not support status-driven theory). In addition
growing prevaence of a particular program did not increase its chances of adoption
nor did the geographic proximity to the source underscoring importance of
interorganisationa learning.

Kraatz (1998) notes that ‘an essentid, integraing theme in the diverse literature on
adaptation has been the drive to identify the principa forces to promote, prevent, or
otherwise shape organisations atempts to transform themselves in response to
environmental change.’(p. 621). In locd government transformation and change one of
these principad forces is the way in which locad government organisations learn from
each other. It is this process of learning and innovation that is of interest in this
research.

Recent research by Kloot and Martin (2000) confirms the important role
interorganisationd  networks play in the innovation process in Audrdian locd
govenment. They found tha locad governments pay more atention to the way
neighbouring, and dmilar locd governments address new issues than through
benchmarking and reviewing their own processesin isolation.
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Kragttz (1998) dso presents three dternate perspectives on the nature of this
intranetworking , or innovation by imitation, incdude, bandwagon; datus-driven; and,
socid learning. He argues that dable sociad relaionships mitigate bandwagon and
satus-driven imitation processes, which thrive under conditions of low information.
Organisations would be less likey to adapt their core features in response to fads.
Research results support the socid learning explanation. An organisation’s chance of
imitating was increased by the performance of early adopters of a smilar program, by
a budgetary criss (he argues provokes search behaviour). The size and prestige of an
early adopter does not make them more likely to be imitated (does not support status-
driven theory). In addition growing prevaence of a particular program did not increase
its chances of adoption nor did the geographic proximity to the source underscoring
importance of interorganisationd learning

Being pat of a wider network of loca government councils provides sgnificant
opportunities for innovation for those councils who encourage their gaff to mix with
other councils learning about new and different ways of working. It is the seed-bed of
much changein Audrdian loca government

Building on absor ptive capacity

Innovators looked beyond ther own organisation for inventions and innovative
processes that can be applied in their own place. Cohen and Levintha (1990) argue
that ‘the adility of a firm to recognise the vdue of new, extend information,
assmilate it, and apply it to commercid ends is critical to its innovative capahilities.
They refer to this cgpability as the ‘firms absorptive capacity and suggest that it is
largey a function of the firms levd of prior rdated knowledge (p. 128). (p 128) In
acknowledging that outsde sources of knowledge are often critical to the innovation
process Cohen and Levinthd (1990) refer to March and Simon's (1958) earlier
obsarvation that ‘mogt innovation results from borrowing rather than from invention.
(p 128).

In a sysem of locd government where there are wedl over 600 locd authorities
operaing under largdy dmilar legidative frameworks a the same levd of economic
and community deveopment, with dmilar levds of education and professond
traning and technology use (Martin 1999) it is not surprisng that innovators look to
other locd government organisations for new ideas about how to improve the ddivery
of vaue for money services to thar community (Kloot and Martin 1999). Cohen and
Levinthd’s (1990:128) view that ‘the ability to evduate and utilise outsde knowledge
is largdy a function of the levd of prior rdlated knowledge is of interest to this
research. This reflects the adage that ‘ learning begets learning'.

It is not enough just to network with colleegues across the locd government industry.
It must be matched by a persond desire to learn more about the way things are done in
this industry. Cohen and Levinthd’s findings suggest that there are long term pay-offs
for Audrdian loca government when it inveds in the education and training of its
employees, a dl leves. It adds vaue to this investment when it encourages employees
to network with other local governmentsin order to learn new ways of working.

10
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Building Innovative Capacity

Building innovative capecity is a conscious draegy to quditatively improve the
human cepita that is the organisation’'s employees. The key words are building and
capacity. Innovative cgpacity must be built in an organisation, and where one garts to
build will be different for different organistions. For some organisations - usng a
structura metgphor - it will mean building from the ground up, for others it will mean
remoddling, or cregting an addition. The idea of building something suggedts tha a
plan, or a picture of the finished product is in the builder's mind. In organisationa
terms having such a picture goes to the heart of the innovative organisation. Optimigtic
managers with a vison of the future, of what is possble in organisationd terms, are
key driversin building innovative capacity.

Capecity is a more dusve concept. Emery (1974) raises this issue in his important
work on the structuring of work. He believes that redundancy in work groups is an
important factor which alows for creativity and innovation to emerge. In a critique of
Taylorigtic job design, where work is broken up into ever decreasing pieces, the
capecity to try new ways of working is lost people ae resigned to doing
draghtforward highly repetitive tasks. We ae not suggesing that the more
redundancy there is the more capacity there is for innovation. Rather there is an
optimum level of redundancy, or thinking time beyond the immediate demands of the
job, tha enable innovation to occur. Our view is tha managers who actively
encourage credtive thinking and action during redundant periods ae cregting the
opportunity for innovation.

Innovetion occurs when people develop new ingghts into ways of working. Building
capacity refers to this process of enabling people to acquire and to develop new
ingghts into the way they work and problem solve. While absorptive capacity refers
primarily to individud learning, building innovetive cepecity refers to organisationd
learning (Senge 1990).

Senge (1990:10) notes that

‘the discipline of team learning Sarts with “didogue’, the capacity of members
of a team to sugpend assumptions and enter into a genuine “thinking together.”
To the Greeks dia-logos meant a free-flowing of meaning through a group,
alowing the group to discover ingghts not attainable individudly.

Credting a didogue amongst the council employees about how we could do things
differently, more efficdently and effectivdy, will build capacity within the
organisation.

Senge (1990) suggests tha learning occurs when ‘the five disciplines develop as an
ensemble’ (p. 12). He regards systems thinking as the process which brings disparate
disciplines together to form the learning organisation. The concepts of synergy and
citicd mass hdp us to undestand how innovation becomes embedded in
organisationa culture.

In his sudy of the nature of innovation in Slicon Vdley Hamd (1999) redised that
the ideas, resources and ability circulate fredy in that community coming together in

1
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combinations mogs likdy to generate innovaion and wedth. Hamd believes tha
traditiond companies must move from resource dlocation, a sysem manly focussed
on avoiding rik, to resource aitraction, a Sysem which nurtures innovation.
Traditiond organisations like locd government should be able to innovate more
readily than many smdl organisations in an unstructured way because the traditiond
organisation dready has the resources, a market, and comunication network with key
stakeholders as well asfirgt cal on the capability of the people who work for them.

Innovators network externaly and interndly. It is not enough to gan new idess from
elsawhere. Innovators need to work within their council to bring these new ideas into
fruition. Building employee capacity by working across divisond sructures builds an
innovative culture.

Managing flexible organisation structures

There is much debate in the management and organisation theory literature on the
dructuring of organisations (see for example, Mintzberg 1979). At its most generd
levd this debate concludes that it is a contingent concept in that it depends on a
number of factors relating to size, technology, product and so on.

The key organisation design issue for innovative management is whether or not there
is aufficient flexibility within the dructure to dlows for people to work across the
divisons of the organisation s0 they can develop innovative ways of working. After a
lifetime of observing entrepreneurs Drucker (1998:149) concluded that ‘what al the
successful  entrepreneurs | have met have in common is not a cetan kind of
persondity but a commitment to the systematic practice of innovation.” In his review
of the sysematic practice of innovation Drucker (1998) cites the development of the
computer, which required no fewer than 9x separate strands of knowledge. Although
the necessary knowledge was available as early as 1918 it was not until 1946 ‘when dl
the edements suddenly converge and ‘there is tremendous excitemert and activity’
(Drucker 1998:156) that the first computer appeared. Innovation across local
government organisations has these same ‘convergence charecteridics. Hexible
organisation Structures are essentid if this convergence isto work.

Given the rdes of organisttion dedgn the formd sructure will be agppropriate in the
grest mgority of work Stuations where there is an optima working relationship for
known issues and problems which occur on a predictable and routine bass.
Innovation, as a process, however, is typicdly outsde of these known and predictable
parameters. By its very nature, something which is perceived to be new or different,
innovation will not adways fit with the preconceived notions of how work is to be
carried out and thus organisations designed to bring these innovations to fruition.

So the redity of organisation desgn and the process of innovation is tha for
innovation to occur there must be a preparedness for managers and individuas within
divisons to work across formal divisond boundaries if they are to entertan new
ideas, to experiment and to build new ways of working.

The paliticd redity of life in many divisondised organisdtions is a mgor impediment
to organisttiond flexibility. While we have identified the key role of wel placed
individuds, tha is managers with podtiona authority who play a key role in
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innovation, often the creetivity and ideas comes from those people actudly carrying
out the work. People doing the work, over time, see different ways of carrying out
their tasks to those who originally conceived how it should be done (Emery 1974).
This view of their job or task can be used to the organisation’s advantage through
competent management, or it can be used to frudtrate the organisation where managers
fal to recognise its potentid and the choices are left to the employees (see Mechanic's
1962 early identification of this phenomena).

Senior managers, whose role it is to work across the divisons of council’s
organisation are less prone to malevolent politicd games played by middle managers
protecting ther turf because these senior managers have legitimacy in leading the
innovation process. The leadership chdlenge for senior managers is to create flexible
structures and work practices such that people up and down the hierarchy can work
with their peers across the council organisation (Heifetz 1994, 1997).

Having a long-term community focus

While there is an argument that individuds innovate for the s&ke of it, the main drivers
for innovation relate to higher order gods Typicadly those embodied in the vison to
which a council aspires. Emery (1974) notes, one of the key factors in creating valued
work in organisations is to be able to link that work with a sense of purpose as to why
one is putting their heart and soul into the job. Conversdy, work tha is boring and
repetitive, where the employee cannot make a connection with what they are doing
and higher gods, means that they come to lack moativation and interet in the job. An
innovative organisation makes the connection for dl employees with what they do and
why it is done. The chalenge for loca government leaders is to take this broad view
and to make this connection for people who may be more inwardly focussed and not
able to see why they are doing whét they are doing for their community.

Innovation in local government

Bingham's (1976) research on the adoption of technologicd innovations in locd
government in the United States provides important information on this process. He
identifies three varidbles contributing to the adoption of innovation by locd
government; namdy, community environment, organisationd  environment, and
organisationd characteristics. When combined with demand for new ways of working,
products or services, innovation is more likely to occur. Bingham (1976:216) notes
thaa community environment effects innovation adoption dgnificantly, but only
indirectly.

‘The community environment is a dgnificant determinant of dl three
intervening variables but is not the direct determinants of innovation adoption.’

This is an important finding guiding this research. The propostion being thd,
fundamentdly, what is happening in the broader environment is the driving force for
change within loca government organisations. In the case studies reported below, we
have to ask, what was happening in the broader community that caused the
organisation to respond?

13



Innovation Strategies for Australian Local Government

Importantly Bingham (1976) found that the most congant relationship in the adoption
of innovaion by locd government was the rdationship between the community
environment and demand. This environment generates demand variables and works
through organisationa factors to affect the adoption of innovation. Not surprisngly
then, organisational characteritics and organisationd environment ‘are the magor
direct determinants of innovation adoption and thus offer the policy maker the best
theory isfor intervention.” (Bingham 1976:216).

Bingham's (1976:216) definition of the organisstiond environment in the United
Saesisequaly rdevant in the Audrdian are local government setting.

‘This environment consds of its indusry, maket, ec. For the public
organisation, it condds of its reationship with other governmenta units the
private sector as it effects the organisation, and other smilar entities. In other
words, the organisgtiond environment is that environment within which the
organisation operates above and beyond theloca community.’

This definition of organisationd environment in redion to Audrdian locd
government is most relevant. As the Audrdian system is under the direct control of
dae governments the nature of the politicd, legidaive, and adminidraive
environment a the date leved has as a dgnificat influence on individual loca
authorities. Also, through Audrdids federa system government, and its mechaniams
for revenue shaiing, the Commonwedth government dso has an interest and
influences the workings of loca government organisations. In fact, in the light of date
and locd government reations in Audrdia in the 1990s the organisationd
environment, as defined by Bingham, has been a mgor factor impacting on change
within local government organisations.

Bingham (1976:11) notes that much of the diffuson research surrounding the adoption
of innovation suggest that organisationd characteritics play an important role. He
notes that organisation characterigtics such as size, structure, and professonaism often
affect innovaion adoption. Bingham dso notes that the organisation theory literature
is resplendent with many arguments about why organisations are in a condant date of
change. For example, when decisonrmakers identify a peformance gap, they ae
percaiving the difference between what the organisation is doing now and what they
believe it should be doing in the future, they are identifying a bass for change. Other
factors identified include the degree of formdity in the organisation, its complexity
and the way in which rules and procedures interrdate with this complexity. Centrdity
in decison meking will dso difle innovation. Equdly, the higher up the organisation
decison making tekes place the more centralised decison making is and the less likely
innovation will occur.

Bingham (1976:12) dso notes the important work of Rogers and Shoemaker who
highlight the role of certain types of individuds in organisations for the diffuson of
innovation to occur. People who are more educated, more cosmopolitan, more likely
to be the opinion leaders, and more professondly oriented, are those more likely to
contribute to the innovation process. This view is condstent with the characterigics
outlined earlier in this paper.

14
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Out of his review of organisationd characteristics impacting on the innovation process
Bingham (1976:12) framed eight hypotheses relating organisationd characteridics to
innovation adoption. These hypotheses were;

1. The adoption of innovation is podtively rdaed to an gppointed (versus
elected) decision making bodly.

2. Governmentad units directed by eected officids have a high propensty to
adopt innovation based on their vaue.

3. A forma decison meking dructure is negatively related to the adoption of
innovetion.

4. A centrdised decison making sructure is negatively related the adoption
of innovation.

5. Organisationd szeis postively related to the adoption of innovation.

6. The levedl of organisationd funding is pogtively related to the adoption of
innovation.

7. The presence of a large number of professondly oriented individuas in an
organisation is postively related to the adoption of innovation.

8. The presence of a civil sarvice dructure and/or employee unions is
negdtively related the adoption of innovation.

From these hypotheses Bingham's (1976:213-213) research concluded ‘the
characterigtics of the organisation, with the exception of organisationd sSze, do not
genadly affect adoption levels’ This is an important finding rdlevant to Audrdian
locad government. A characteristic of change across the Audrdian system in recent
years has been to restructure and amagamated local governments into larger units.

Bingham provides a number of important conclusons concerning the adoption of
innovaion by locd government. He makes the didinction between the process --
product of invention. While there is regularity and predictability in the adoption of
process innovations, product innovations are adopted on a more regular bass. The
research reported in this paper is more interested in the adoption of process
innovations within  council  organisations which lead to improvements in locd
economic and community development.

Importantly, when conddering the Audrdian sysem of locd government Bingham's
findings, in relation to the organisationad environment, are most pertinent. He found
that intergovernmenta assstance, fiscd and otherwise, and resource levels are the
most important direct contributors to innovation commitment. He noted ‘resource
availability in one form or another was found to be directly or indirectly related to d
process and service innovations. In those cases where intergovernmental ad was
specificaly available, this assistance dso proved to be an important contributor.’
(Bingham 1976:214).

Bingham modd for the adoption al technologicd innovation in loca government is
adso aplicdble to adoption of innovation proceses, more generdly, in locd
government. Hismodd of innovation is set out below.
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A Modd for the Adoption of Technologicd Innovation by Loca Government
(Bingham 1976:215)

PART B: CASE STUDIES

Research strategy

The sdection of case dudy councils for this ressarch was initidly based on those
councils gpplying for innovation awards under the Commonwedth Government's
nationd awards for innovation in locd government. Applications were obtained from
al councils who made submissons in the category of engineering, infrastructure and
urban design in 1998. Severd other loca government organisations were approached
on the bass of recognition for innovative activities under other schemes, such as
Wollongong City Council, a recipient of numerous awards from the Audrdian Qudity
Council. The Richmond River Shire Council was aso the recipient of the 1995 A. R.
Bluett Memorid Trust Awards.

The mgority of applications under the Commonwedth government's nationd awards
for innovation in locd government are for the deveopment of new techniques or for
specific projects. Very little is reveded in these gpplications about the impact of these
new techniques or the development of specific projects on the culture of the particular
locd government organisation. This aspect is a more difficult to assess and goes
beyond the purpose of the Commonwedth's nationa awards. It is this effect, however,
which is of interest to this research.

All of the case study councils are involved in innovative processes, and have been 0
over an extended period of time. They ae not organisations who have necessarily
invented new techniques, dthough maybe usng and attributed via success to such
techniques. Importantly they are organisations who having changed the way they
function as a result of this innovation. On the bads of the innovaion literature,
reported above, into the nature of innovation, in generd, and innovation in locd
government, in paticular, a semi-structured interview schedule was prepared to guide
the interview with each case study council.
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Four locd governments were sdected for this research. Wollongong City Council and
Richmond River Shire Councl in NSW; the City of Whittlesea in Victoria, and,
Ipswich City Council in Queendand. Each Council was vidgted in order to identify
how the innovation draegies identified in the literature were agpplied a these
Councils.

A brief description of each case study council is provided below covering:

*  The context for reform; usualy economic pressure for change
*  The players; the individuds driving the change

* The particular innovation strategy; and

*  The organisationa outcome.

Wollongong City Council, NSW.

Wollongong City Council, located some 90 kilometres south of Sydney, is commonly
referred to as ‘Sted City’ because of the extendve sted making activities of the
Broken Hill Proprigtary (BHP) company in that City. A mgor factor in the
development of the sted indudry in Wollongong was the avalability of coking cod
benesth the escarpment surrounding Wollongong. Both of these industries have
experienced dramatic change over the last two decades resulting in downsizing and
restructuring which has created the need for economic readjusment programs cregting
employment difficulties for the region.

In response to these broader environmenta changes Wollongong City Council has
focused both on the improvement of extend sarvice ddivery and internd
organisational processes. It is the innovation occurring with interna  organisationa
processes that Wollongong City Council is best known for, having won numerous
national awards throughout the 1990s. This is, in fact, recognition of the way in which
the Council organision has re-focused itsdf to ensure high-quaity services ae
delivered to its community.

Importantly  Wollongong City Council has had a dable senior executive team
throughout the 1990s. There has only been one externd agppointment to the top 15
executive podgtions gnce 1993. This dability is regarded as important in the change
process in Wollongong, seen as a long-term organisationd change drategy, not a
quick fix regponse to pressing community problems.

Two key individud drivers for a qudity culture in the Council organisation are the
Chief Executive Officer and the Qudity Improvement Manager. These two managers
both grew up in Wollongong and have known each other since their early school days.
This is seen as important by the Qudity Improvement Manager as he has had primary
respongbility for the development and implementation of qudity processes within the
Council organisation.  As the champion for qudity this manager haes received
continuous support from the CEO ever snce the Council embarked on this process of
innovetion.

Wollongong chose the qudity improvement drategy in lage pat because it
complimented the Council’s decison not to use redundancies and retrenchment as the
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bass for restructuring and reforming the Council organisation. This has proven to be a
very successful drategy in terms of this requirement

It is a focus on continuous improvement via qudity management processes tha is
innovative within Wollongong City Council and of interest to this research. Led by a
CEO born and bred in Wollongong the City Council undertook their decade long
innovation around quaity management processes in response to the long term changes
occurring in the City’s economic dructure evident in the mid 1980s. Playing its role in
concert with State and Federd government initiatives to address economic and labour
market restructuring the City Council sought to improve the prospects of people living

in Wollongong.

In 1997 Wollongong City Council received a nationd Audrdian Qudlity Award, the
fird locad government authority in Audrdia to do 0. This predigious award
acknowledges the ggnificant work undertaken by both management and daff to
implement a qudity culture, based on continuous improvement and customer sarvice.
It is this commitment to developing a qudity culture that is truly innoveive in
Woallongong City Council.

In 1990 Council management identified four key principles on which to base its
quaity program. These principles are 4ill the basis for Woallongong's program, and
are:

Customer focus
Continuous improvement
Teamwork

Data and measurement

These principles are seen as interrelated drivers for change and were developed out of
extendve doaff consultation - through focus groups, discussons, and one-on-one
metings with supervisors. The process of consultation was based on the belief that
cregting unity within the Councll organistion comes from drategies of ‘getting
together’.  When combined with extensve community consultation and continuing
community feedback - not to compromise on a clean green city - the draegic vison
for the City was clear.

Wollongong City Council reports (REF) that the innovation aound qudity
management processes in ther organisation have enabled the Council to address
important issues reating to the economic redtructuring of the City. It has endbled the
Council to do this in an indudrial context relaively free of the levels of conflict found
in other indugtrid settings, induding other local governments.

That the four key principles referred to above are in fact the bass of Council
management is evident in Wollongong City’'s employment agreement with its daff.
The Council has a ‘free standing enterprise bargaining agreement, one that it is not
supported by employment awards (a common practice in other locd government
organisations), and one which guarantees employment security (something the Council
has been able to ddiver on).
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The important economic outcomes are that Wollongong Council has played a mgor
pat facilitating and providing services its community such tha restructuring has been
able to occur making the City aviable and sought after place to live and do business.

Richmond River Shire Council, NSW

The Richmond River Shire Council, with 30% of the Shire taken up with nonrevenue
producing dtate forests and national parks, and a low population dendty, encompasses
some 2460km2 and is Stuated between the shires of Bdlina in the north, Maclean to
the south and Kyogle to the west. With a population just over 10,000 people (a high
proportion of which is over 55 years, and under 5 years); an economy based on
dairying (and more recently, production of beef cattle); and cane growing, the Shire
has deveoped a culture of innovation in order to enhance its financid prospects and
meet the demand for community services. In recent years tourism has dso become a
mgor economic driver in the Shire known for its beautiful hinterland and coastd
scenery.

The Richmond River Shire was formed in 1976 when the smdler shires of Tomki and
Woodburn were amalgamated. However, in the early 1980s the Council redised that
even with the economies from amagamation revenue at that time would not be
aufficient to fund new capitd works. In 1983-84 the NSW State Government allowed
Richmond River Shire Council to increase its rates by 11.7% and 17.26% respectively.
Even with these large increases the Council redised that revenue from rates would be
insufficient to meet the needs of the Shire.

At this time the Council made the decison to edablish a number of busness
enterprises to generate additiond revenue to meet Shire needs. These included
winning tenders for road repair outsde of the Shire private subdivison work;
expanson of its blue metd quary so as to sl direct to the public; and the
development of a prestressed concrete plant after the only private company making
such products ceased operation. The Shire adso negotiated the Audrdia wide rights
for new bridge module known as the ‘Doolan Deck’. This product has become part d
the Council’ s bridge building enterprises.

The Shire dso utilised the skills of its workshop employees by rebuilding old road
plant. Largely bought from auction by a team of Council workers this plant has, for
example, been usad in the commercid development of the Council’s quarry, which
was vaued a severd million dollars in 1995. The plant acquired and rebuilt for this
development was vaued a ten times the origina purchase price.

The key players in the development of Richmond River Shiré's business development
drategy were the councillors in the mid 1980s who edtablished, and subsequently,
mantained this policy over two decades. The senior managers within the Council a
the time, and snce, have ds played a key role in edablishing this innovative,
entrepreneurid  culture. Importantly, the saff who make up these enterprises (from
which there is very little employee turnover) have dso played a centrd role in
developing this culture. There is however, one key figure who has been with the
Council throughout this period and who has sysematicadly developed a culture of
innovaion in the busness enterprises he is responsble for. Occupying a senior
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management position he has the vision and persona drive over two decades necessary
to ensure a successful and effective busness development drategy for the Richmond
River Shire Coundil

The Budness Deveopment Manager, previoudy the Shire Engineer, has been the key
driver for the devdopment of Richmond River Shiré's innovative culture. As a long
sarving senior manager he has been ingrumental in building business success dong
with a committed, equdly long serving workforce. This workforce was acutely aware
of the lack of employment opportunities in the Shire and were dso keen to make the
business activities with which they were associated a success.

Richmond River Shire Council, the recipient of the A R Bluett Memorid Trust Award
in 1995, is an innovaive Council undertaking busness development activities in
response to environmental pressures, including the need to fund locd infrastructure
such as roads and an extensve bridge network. These activities include bridge
building, pre-siressed concrete manufacturing, a workshop, quarrying, constructing
bridge modules, and hiring Council plat. The role of Busness Enterprises for
Richmond River Shire Council is ‘to provide innovative products and services to
supplement the revenue base of Council in the provison of sarvices to the wider
Community’ (Richmond River Shire Council 1995)

The spirit of the Richmond River Shire Council's gpproach to business development is
captured in the Council sponsored video, “Building Bridges’. This title represents the
Council’s attempt over the last two decades of to fund works and services through the
construction of bridges for neighbouring councils and the road traffic authority in New
South Wdes. As a marketing dStrategy the production of such videos is rare in locd
government, and inditution which does not see itsdf in busness as the Richmond
River Shire Council does with its Business Enterprise development strategy.

The Richmond River Shire Council is now the lowest raing Council in its cdass in
New South Wales (11.5% in 1995/95) and its debt ration is among the lowest in the
State. Their success, in fact, has created a dilemma in the negotiations with the Casino
City Council - the Council they ring-fence - over a possble amalgamation of the two
loca governments. Cadino rdies on rates to fund 46% of annua Council expenditure
and Richmond River Shire Council’s rates are only 70% of the rates charged by
Casno City Council. It will be a tragic irony if Richmond River Shire Council’s
innovation in deveoping its busness enterprises become an impediment to a
harmonious amagameation with its neighbour.

The Richmond River Shire Council has been able to develop its busness enterprise
activities to fund the condruction and maintenance of infrastructure, to reduce debt
and to keep rates rdatively low. At the same time the Council has increased its daff
from 124 employees in 1993 to 147 in 1995, a dsgnificant reversd of the trend in
government, generdly, and loca government, in particular, & thistime,

The Council’s sound financid postion has meant tha it is now in a pogtion to
develop its vison of building on the naurd atributes of the area by the preservation
and enhancement of its physcd, socid, economic and culturd environment. With
over a thousand kilometres of unseded roads in the Shire maintaining these assats is
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the biggest expenditure item. In fact, the cost of maintaining such a network of roads
exceeds Council’ sincome from rates.

Richmond River Shire Council has succeeded with competitive market based activities
while mantaning a high levd of savice to thar community in ways where many
other governments have faled. This success has been based on the srong belief of
councillors and senior managers that such a drategy for organisationa development
providing high qudity services to its community was possible.

City of Whittlesea, Victoria

The City of Whittlessa, a largely urban council on the northern perimeter of
metropolitan Mebourne, was one of the few Victorian councils largely untouched in
the wholesde amdgamation of councils in that State in the mid 1990s when 216
councils were reduced in number to 78. As a council with a reatively large geographic
gread and a rgpidy expanding population a the time of the amagamaions
Whittlesea was regarded as being of an optima sze for the demands facing it and thus
gpared upheava that comes with council amagamations. Neverthdess the City of
Whittlesea was subject to the 20% rate cut and subsequent rate capping which placed
great pressure on the City's ability to meet the infrastructure requirements of rapid
urban development. The main driver for change is this rgpid urban development and
Council’s redricted ability to fund the necessary infradtructure to support such
development.

The City of Whittlesea has a dynamic and innovative senior management team, the
main drivers for change in this Council. Severd key players in this team include the
Director of Organisation Development who has a wide brigf fadlitating
communication across the Council (incuding a sophidticated integrated computing
drategy)and who assgts in much of the important andyticd work underpinning the
driving project, Innovation 2010. The Director of Community Services aso works
closely with the Director of Organisation Development and the City's Planning and
Deveopment Director. The latter is a key driver for change, a professond with a
long-term interest in finding new and enhanced ways of improving the community
planning and development process. The recipient of severd travel grants to study
innovative planning processes in other pats of the world he has subsequently
published a book based on these experiences (Turnbull 1998c), thus capturing his
idess in one source and meking them avalable to other locd government planning
professionals.

The City of Whittlesea indtigated the Innovation 2010 Project to assess the future
infragtructure costs in the municipdity to the year 2010. The purpose of this study was
to examine the exiging and future needs of infrastructure and service provison and
develop innovative drategies to meet these requirements. The process was broad in
scope, andysing demographic changes a the municipd and precinct leve utilisng this
information to determine future infradructure, maintenance and service provison
codts. This process provided Council with a draegic financid plan to meatch the
provison of infrastructure into the next millennium. The project team aso incuded
research students from the University of Melbourne and consultants.
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The innovation in this case sudy relates to the comprehensveness and inclusveness
of this planning project. Usng the knowledge gained from sudy tours by the three
Directors - mentioned in the last section — dong with the support of the CEO, the
Council was able to present to the State Government (as they were required to do with
therr ‘Municipd Strategic Statement’) and their community a well documented vison
for the future in argpidly expanding urban community.

In addition to the Innovation 2010 Project the City dso has a number of initiatives
which reflect their innovative approach to locd government. They have negotiated
with land developers to preserve centuries-old River Redgums such that they are now
regarded by the developers as key assats in their marketing Strategies for this land.
Presarvation rates have moved for 10 to 70 % of these trees as wdl as young trees
needed to maintain the speciesin the area.

The City's new ‘fird-of-its-kind integrated computing solution’ provides community
sarvices daff with more time to spend working with the community rather than on
adminigtering the community services program.

Other innovative projectsinclude:

* An awad winning multilingud fire prevention brochure, now in use by
Victoria s Country Fire Authority;

* An amnesty on dog and cat regidration, which prompted 5,000 new
registrations and helped win the Austrdasian Ranger of the Year Award,

* A Maend and Child Hedth Service with the highest participation rate in
Melbourn€ s northern region;

* An award winning anti-litter campaign for sports venues,

* A street light audit syslem which cuts cogts and the number of faulty lights;

* Comprehendgve guides to locd manufacturing, tourism attractions and
retail outlets, guiding industrid and retail customersto local suppliers,

*  Streamlined over-the-counter issue of planning permits; and,

A fagt moving sysem of approvas for new projects which generate jobs

and investment. (Local Government Management 1999)

*

Whittlesea City Council continues to be a leader in urban development in Audrdia
today. The Councl is laying out well planned, people and community friendly, award
winning projects. The culture of innovation crested in the Council will ensure the
community has every opportunity to obtain the best vaue for money services in ther

growing aty.
Ipswich City Council, Qld

In the 1980s the city of Ipswich was more exposed to the effects of globdisation and a
changing Audrdian economy than most Audrdian fringe cities. Stuated some 40
kilometres west of Brisbane Ipswich suffered from a downturn in  traditiond
commodity based industries aong with a winding back of Stage Government services,
especidly those relating to railways maintenance and engineering.
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Ipswich has adways been affected by its proximity with the larger metropolis of
Brishane. Over the last two decades this has been further exacerbated by the
continuing srong urban deveopment adong the southreast Queendand  coast.
Improved road access has meant that people living in Ipswich community can more
eadly access the mgor retall centres up and down the south-east coagtd fringe. This
economic drain, in an dready low socio-economic community, meant that loca
business were not able to compete and to employ low people in their businesses. It was
these economic factors which caused the Ipswich City Council to look to new ways of
encouraging economic development in ther City.

The key players in Ipswich City Councl’s innovetive information technology and
economic development drategy have been the dected members and the senior
management team over the last decade The CEO and the current Economic
Development Manager remain as two important drivers of innovation. In 1992 the
previous Economic Development Manager (who had been Deputy Premier in the WA
Government, and who had the support of what was then a Labour run Council) and the
current Economic Development Manager, who was the Director of Research and
Development in the early 1990s, collaborated on a number of information technology
projects. This collaboration led to the development of Ipswich City Council’s Internet
service provider Globa Info Links. This business unit now employs 30 people and is
one of the largest internet providers in SE Queendand. Importantly the Director of
Research and Development was an information technology officer in the Councl’s
computing department in the 1980s when the Council edtablished its internd intranet
sysem.

The Economic Development Manager and the Director of Research and Development
were both open to new ways of working with information technology and travelled to
conferences on the subject and read widdy to inform themsdves of the latest
developments. With a supportive CEO, who was deding with the pressng issues
reating to a community suffering decline and didocation as a result of economic
changes, they edtablished an Internet service provider, as one of many initictives
desgned to address the economic and socid issues facing the community. This
emphasis on information technology as the vehicle for change led to the development
of the Ipswich ‘ Economy Modd’

Researched and developed by the Ipswich City Council, the Ipswich Economy Mode
initidly grew out of the need to obtan invesment in the Springfidd edate
development. The Modd is an innovative tool utilised to andyse the loca economy
and to peform economic impact studies of gpecid events, busness and industry
edablishments, as well as residentid developments occurring in Ipswich. Ipswich City
Council is the fird organisation in Audrdia usng an economy modd based
soecificdly on a Loca Government's eectora boundaries to produce the required
information to:

* formulate improved drategic plans to attract new businesses,

* provide programs, policies and procedures to support current and emerging
businesses,

* underteke comparative and trend andyss to determine suitable benchmarks
and identify the mogt effective means of economy improvement; and
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* maket to the community the economic information obtaned to rase the
awareness of the opportunities that need to be capitadised on to improve
economic viahility.

In 1995 after amalgamation with a neighbouring shire and in response to the rapidly
changing economic Studtion in Ipswich there was subgtantid change in the type of
councillors dected. Only one councillor was digned with the Labour Party, the
remaning deven classng themsdves as independents. All of whom have access to the
Internet and now use it to communicate with the Council to gether information to
assig them in their role. Over the next few years the Council continued with its
information technology led economic development drategy. Pat of this drategy was
to ensure the people of Ipswich had access to the Internet.

In 1998 three free Internet information sessons run by the Council had over 700
people turn up a each sesson. By the end of that year 65% of Ipswich households
with children 15 years or older were connected to the Internet. The Council supported
schools by supplying over 120 modems in the first year of operation (1995). This was
a long term economic development strategy that required a critica mass of loca users.
Ipswich City Council played a key role in establishing the locad network and then used
it to facilitate locd busness development. This development has included getting
busnesses together in ‘clusters to integrate service deivery. The ‘Specid Events
clugter, for example, includes car hire, flowers, photographs and loca clubs.

Ipswich’'s sophigticated development of information technology has meant there are
many other uses within Council in addition to the Ipswich Economy Modd. The
Council’s ‘Cross-Service Integration Team' uses information technology to ensure
that services offered across the Council are as seamless as possible.

‘Globa Info-Links is Audrdids leading community based Internet provider and
offers an integrated information technology and communications hub. Importantly this
information technology has been used by Council to facilitate the economic, socid and
cultural  devdopment. Globa Info-Links is the catdyst for further economic
development in the region and was a mgor factor in The Universty of Queendand
decison to establish a ‘cyber-uni’ campus in [pswich’
(http:/mww.ipswich.gld.gov.aw). Having renovated an old hedth fadlity the
Universty of Queendand and the Council have a crested a dae of the art higher
education facility which is now amgor source of economic activity in Ipswich.

The Ipswich City Council was the first loca authority in Audrdia to provide access to
the Internet, fadilitating education, training, employment and busness links. This
decigon, based on recommendations of credtive and innovative managers has meant
that the Ipswich community is well placed into the new millennium to take advantage
of what will be acentra festure of dl our lives

Thee case dudies of innovation in Audrdian local government demondrate that this
process does not follow hard and fast rules. Innovation is a function of the context in
which it is developed. In some locd government organisations, for example, what
might be seen as innovative may in fact be routine in other organisations. Being
innovative is a perception based on what has occurred in the past and beliefs about
what the organisgtion is doing differently to encounter the future. Ironicdly it is often
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difficult, or not a preoccupation for those engaging in new and innovative practises to
identify that they are being innovative. It is only some time after the event that those
driving the innovation redise that this has occurred, or is occurring, and that the
culture of the organisation has changed, fundamentaly.

This paradox suggests that local government managers need to  develop
‘metacognitive’ skills around the drategic choices available in their organisation. It is
only when individud managers ae aie to ‘dand outsde of ther organisation’,
metaphorically spesking, to see the way in which ther organisstion works that they
are able to select innovative practises gppropriate to their organisation's Situation.

PART C: DEVELOPING AN INNOVATIVE CULTURE IN LOCAL
GOVERNMENT

In dl of the case dudies outlined in this report three important factors contributing to
an innoveive culture were the same. Firdly, each council was dealy focussed on
assding ther community address difficult issues rdaing to dgnificant loca economic
resructuring. Secondly, they were congantly looking to learn new ways of doing
things, and thirdly they maintained flexible organisations adlowing ideas and people to
move between functiona aeas of council to get the job done In terms of the
remaning factors identified a the outset of this research each case study coundil
responded pogtivdly but in ways in ways which reflected ther needs and
circumstances a the time.

Wdl placed, optimisic managers able to influence key drategic choices in their
council were aso found in each council. In Wollongong the CEO and the Quadlity
Improvement Manager built a supportive senior management team which worked well
with a number of councils over a decade or more to ensure the Council organisation
got better a serving its community. This continuous improvement program has
become embedded in the organisation’s culture such that many more employees fed
empowered to find new ways of working.

The CEO at Ipswich City Council provided the politicd support for the Economic
Devdopment Manager, aso over an extended period, to develop the Council’s
information  technology and tdecommunications based economic  development
drategy to the extent that it is a national leader in this aspect of loca government
work. So to a Whittlesea where the CEO supported a triumvirate of the Directors of
Organisationa Development, Planning, and Community Services. These three were
aso wel placed and optimigtic in there attitude to their work in the City.

In the Richmond River Shire key individuds included the eected council of the day,
the CEO and the senior managers. As is often the case in rurd councils the decisons
made a this council to embark on a busness development drategy were done in
concert with the eected members. Neverthdess the Shire Engineer, as he then was,
played a key role in edablishing early on council busness activities such tha he
became the Manager of Business Enterprisesin the Shire.

All of the case study councils were facing sgnificant externd pressure for change.
Three were confronting a common driver of change in loca government, a declining
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locd economy brought about by broader nationd and internaiond economic
restructuring. Wollongong was dffected by a decline in demand for sted and cod;
Ipswich with a decline in commodity based, and government service indudries; and
Richmond River with dedining rurd indudtries. Only Whittlesea was under pressure
of cornucopia with high demand for home dgtes in this northern corridor of
metropolitan Mebourne. The context is the key driver for change and innovation.
While there are generd trends in these drivers each community is unique and the loca
government has to respond accordingly.

Experimentation was a common drategy in dl case sudy councils. Importantly this
experimentation is a process which encourages people to look for new ways of
working, often with only a vague sense as to what it is they are trying to achieve. The
spirit which drives them is based on values and key principles, rather that concrete
outcomes. This is because they are learning as they proceed and are comfortable living
with the uncertainty and ambiguity this crestes. Wollongong experimented with
continuous improvement through well edablished qudity management processes.
Ipswich explored the possbilities of information technology based drategies when the
goplication of this technology was in its early stages across dl indudtries. Whittlesed's
experimentation was with the practices of urban town planning and community
involvement. This reflected their quite specific need to plan for and develop the
infragtructure for a rapidly expanding city. Conversdy Richmond River Shire was to
experiment with revenue rasing, Council owned and run enterprises to help rase
much needed resources to Smply maintain their community assets.

The search for new idess in innovative councils is condant and caried out by
individuas who develop a passion, a habit for such inquiry. Importantly it is done with
a collective soirit and there is much didogue within the council organisaion as idess
are put forward, debated, discarded or adopted. The quality process employed at
Wollongong is based on the premise that we can find patterns in the way we work and
thus try new and better ways of working. The fact that after nearly a decade of this
innovation drategy the Council adopted as its latest theme ‘data and measurement’,
something usudly found in the early stages of a qudity process intervention, suggests
a continual searching for new ideas in the basic processes of the Council. The dramétic
technologicd advances in the information technology industry meant that Ipswich was
never gtting gill when it comes to kegping in touch with these developments. They
ae condantly participating in industry conferences and seminars, world wide, to
ensure they are aware of the latest development and are taking these into consderation
in their Council. Whittleseals generd drategy of encouraging Directors to undertake
overseas study tours and to report on these to their colleagues on their return is a good
exanple the congant search for new ideas in the innovative loca government
organisation. Richmond River's search for new idess is smilar to Wollongong in that
it is a focus on how the organisation can use its own resources to improve on the way
they work. Ther drategy of buying second hand plant and using the skills of their own
workforce to recondition this equipment to use in the Shirés commercidly oriented
quarry is an example of the use of employees credtivity and innovation to find new
ways of working.

These examples of the search for new idess dso reved the orientation of networking

in these case study councils. Wollongong and Richmond River Shire have a primary
focus on internd networks while Ipswich, most certainly, and Whittlesea, to a lesser
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extent, are oriented to externd networks. Of course al case study councils have both
internal and externad networks with which to find out about new ways of working. The
CEO of Wollongong, for example, is well known as someone who takes an active role
in the indugtry within Audrdia and who works with agencies in developing countries
exploring new ways of working to improve loca government management.

Cohen and Levinthd’s (1990) concept of ‘absorptive capacity’ is most apparent in
these case study councils, chosen for this research because they were recognised as
innovators over an extended period of time. Smply stated this notion is tha ‘learning
begets learning’. The converse might be crudely dtated as ‘ignorance is bliss. The
more the key players in these councils learnt about the strategy they were developing
to address red local issues the more they redised they needed to know thus setting
them on a never ending path of learning. These councils are very good examples of
learning organisations (Senge 1990).

All of the councils built capacity in the competence of their employees, dbeit in
different ways reflecting their unique approach. Importantly this competence is a
combination of knowledge and skills, and the ability and attitude to implement change.
To learn about the benefits of quality processes people need to understand the basis, or
principles of these processes. The Qudity Improvement Manager a Wollongong City
Council, for example, has the ability explan the concepts that underpin qudlity
improvement processes in straightforward ways to people across his organisation. The
economic Development Manager at Ipswich darted his career a the Council in the
information technology depatment. This meant he was die to see how this
technology could be applied for economic development purposes. He is dso known
for his ability to successfully communicate these ideas to othes The dyle of
management a& Whittlesea where Directors look beyond their council for new idess
and then create a discusson within the Council about how these ideas might be used in
their Councl is an excdlent drategy of building capacity in employees. The vadue of
tacit, taken for granted knowledge should not be undervalued in loca government
organisations. The managerid chalenge is both to build this capacity and to ensure it
is accessed for the good of the community the council serves.
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