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What do we mean by accelerated innovation?  
• The OECD definition of innovation is in their report Embracing Innovation in 

Government - Global Trends:  
 
“Innovation in government is about finding new ways to impact the lives of 
citizens, and new approaches to activating them as partners to shape the 
future together. It involves overcoming old structures and modes of thinking 
and embracing new technologies and ideas”.  

 
• GovTech is the name given to an emerging technology industry segment rapidly 

growing in the economy of government that delivers digital, data, and technology 
solutions driven by businesses and enterprises to support and enable the role of the 
state sector in society.  
 

• As well as delivering innovative improvements for citizens engaging with government 
services, GovTech also focuses on services for businesses, national cyber-security, 
defence and border protection, health and wellbeing, transport, climate change and 
the environment. In short GovTech is a market response to accelerate innovation in 
the state sector. 
 

• There is an opportunity for New Zealand state sector to become exponentially more 
productive using GovTech solutions while at the same time creating jobs, growing 
high value GovTech companies and taking a global leadership role in this emerging 
GovTech market worth over US$400b per year.    
 

Accelerated innovation system gaps 
• The economy of the private sector is innovating faster than the economy of the state 

sector and because of this can deliver government products and services quicker, 
cheaper and of better quality.  
 

• However, the size and scale of the innovation financial package for stimulating 
innovation in the economy of government is not equivalent to the state sector’s 
overall contribution to the New Zealand economy.  
 

• The Productivity Commission draft report 14 December 2017 stated; 
 

o The state sector makes up a large part of the economy. The Productivity 
Commission have reported that the state sector spends more than $40 billion 
every year on public services. Further, the New Zealand Treasury forecasts 
total government spending to grow. Higher productivity in the state sector 
helps ensure the nation’s resources are being well-used and are making the 
greatest contribution to wellbeing. State sector innovation is therefore very 
important for the whole New Zealand economy. 
 

o The more productive the state sector is, the more public services New 
Zealanders will receive for a given level of government spending. Higher 
public-sector productivity opens up choices about how the revenue freed up 
by productivity is used. A more productive state sector will be better-placed to 
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respond to the pressures that will arise and higher productivity is a key way of 
ensuring the community can afford the services it values into the future.  

 
• Accelerated innovation needs to be fostered within both the economy of government 

not just the economy of businesses. The size and scale of the government economy 
is such that innovation in government has potential for major downstream benefits for 
the whole economy.  
 

There is an early stage funding gap for state sector innovation 
 

• Funding state sector innovation is very difficult, particularly early stage innovation in 
operations and services for citizens and businesses. State sector innovation 
initiatives by their nature are uncertain as to timeframes, outputs or even whether 
they will succeed at all. Across government there is very little funding earmarked for 
state sector innovation, at least not explicitly, and is dominated by funding for 
government agency projects – which are mostly replacement focused.  
 

• There are many ways to fund early stage innovations in general but very few options 
for funding early stage innovations in the state sector to deliver innovation in 
operations and services for citizens and businesses. This is largely due to the nature 
of doing business with government putting many investors off supporting at the early 
stage. 
 

• Moreover, innovation funding that government does provide into research and 
business markets to stimulate innovation tends to be science and innovation related 
and mostly oriented towards specific sectors and industries, with limited opportunity 
for early stage funding. Its almost like no one has really considered the ‘economy of 
government’, or the ‘government market’ as a market opportunity to drive state sector 
productivity as well at the same time provides job within the whole economy.   
 

• Attracting a suitable co-funding partnership between the government and the private 
sector for early stage innovations is the cheapest, and lowest risk way to fund state 
sector innovations but the most difficult to achieve.  State sector innovations will only 
attract those investors willing to invest in what is called “tough tech” companies —
those that require expensive specialised relationships with government, working to 
develop solutions that solve long-term entrenched societal problems, and often with 
longer time frames than is realistic for most venture capital funds. The GovTech 
funding capital market is therefore a specialist market. 
 

There is no connected innovation eco-system in the state sector 
 

• There is a need to establish a connected government innovation ecosystem to 
accelerate innovation across government using a customer-centric approaches, 
partnering and collaborating with the private sector and working on the edge of the 
government system.    
 

o There is a demonstrable problem with the current accelerated innovation eco-
system in the economy of government:     
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o Disruptive, transformational innovation internationally threatens New 
Zealand’s ability to compete for the global capital and people who can 
enhance New Zealand’s knowledge economy  
 

o Any lack of innovation strategy and performance measurement for 
government innovation in the New Zealand Government places an efficiency 
burden on the whole economy, leading to New Zealand becoming 
increasingly less competitive internationally  
 

o A risk-averse, must not fail, output-focused culture in New Zealand 
government means agencies are reluctant to use risky innovative approaches  
 

• These are current problems which will be exacerbated by future customer demand, 
financial pressures and disruptive technologies being driven by global trends outside 
the control of the New Zealand Government. 
 

Innovation imperative in the New Zealand state sector  
• New Zealand has a unique opportunity to differentiate itself and receive back a 

unique triple bottom line return that includes tax payer value, social responsibility and 
economic value. GovTech is an emerging field globally. Few countries have the 
combination of global ‘trusted’ brand and proven innovation capability like New 
Zealand. New Zealand is already leading in the digital technology arena – for 
example in the OECD E-Leaders group and as part of the Digital 7 nations (D7).  
 

• As one of the top three leading digital nations globally New Zealand is already a 
GovTech nation. Starting in 2015, the ‘Better for Business’ initiative ran three 
Accelerator programmes focused on government partnering with the private sector to 
co-design innovative solutions to some of the known pain points businesses 
experience when dealing with government. This successful investment in innovation 
attracted international acclaim. Feedback from the D7 nations early this year, and 
interest from The World Bank, Singapore and the Netherlands also verifies our 
innovative approach. However, the early stage funding gap is holding back state 
sector innovation from fully reaching its potential.  
 

• The drivers of change impacting society are forcing governments to operate in a new 
landscape. Social-economic challenges and technology revolutionise how citizens 
and business interact with government. Individuals, businesses and government are 
forming new kinds of partnerships, creating opportunities for new ways of thinking 
about government and how it works. Making the most of this situation requires having 
the capability and capacity to respond to those opportunities. Historically, the New 
Zealand state sector is regarded as innovative but we have to ask the questions: 

 
To improve state sector productivity:  

 
• Is the New Zealand government positioned well to respond to the drivers of 

change?  
 
• Is the New Zealand government making the most of the opportunities to improve 

state sector productivity? 
 



5 
 

• Is New Zealand government just inventive and unable to make the most of the 
potential innovation that is on offer from actually implementing and scaling ideas?  

 
• The OECD in The Innovation Imperative in the Public Sector, 2015 suggested it is 

important to:  
 

o Rethink the rules  
 

o Focus on people  
 

o Put knowledge to use  
 

o Work together  
 

• State sector innovation has the potential to bring significant benefits to customers, 
businesses, government and New Zealand as a whole. A customer-centric 
accelerated innovation culture across government would see direct benefits at the 
interface between government and business and citizens and achieve wider social 
and economic outcomes. 

 
Other governments are investing in accelerated innovation to 
deliver services, so should New Zealand  

• The OECD’s latest publication, Embracing Innovation in Government – Global 
Trends February 2017 reported that internationally, governments are focusing on 
accelerating innovation in two main ways:  
 

• Encouraging businesses to innovate, developing entrepreneurial skills, supporting 
the growth of start-ups, making investment capital available and encouraging angel 
and venture capital providers with tax incentives  
  

• Innovating within government by working with the private sector to change the way 
government services are delivered, to develop their local GovTech capability and to 
compete in the global GovTech market.  

 
For example:  
 
Procurement in Australia  

 
• In March 2017 the Australian federal assistant minister for digital transformation, 

Angus Taylor, declared he is targeting a spend of $900 million each year on 
entrepreneurial tech suppliers to supply to government, and moving away from 
traditional providers.  Mr Taylor said: 
  

“The government can support innovative companies without resorting to 
handouts. If we want to transform the entrepreneurial or digital government 
sector in Australia, the most important thing we can do is be a better 
customer,”   
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• Technology work in the Australian Public Sector, worth $9 billion a year, is 
traditionally dominated by big consulting firms or large companies such as IBM, as in 
the case of the census, and HP, as in the case of the Australian Taxation Office. 
Taylor said that the time has come now to give smaller tech providers a go and that 
the government aimed to spend 10% more of its tech budget on small-to-medium 
technology providers “as soon as reasonably achievable”. He added that funnelling 
10% of a $9 billion tech budget to entrepreneurial tech companies would be 
“probably the biggest investment in innovation in this country’s history”.   
 

• Important here is that the “biggest investment” is not “new” money but a re-allocation 
based on the expectation this will give a better net-return to Australia Inc compared 
with the current approach.  
 

18F – United States   
 

• Procurement is a critical but complex element of United States government 
programs. 18F, a digital service innovation team in the United States government, 
has turned procurement rules on their head by launching the Micro-purchase 
Platform, an auction system that utilises legal flexibilities to obtain and access 
software developed through simple credit card purchases.  
 

• The Obama administration recognised that government innovation needed to be 
driven from the top, and inspired by a vision unencumbered by the existing culture 
and challenges. Fully cognisant of past failures, the Digital Government Division 
assembled a group of top innovators and serial entrepreneurs from the private and 
not for profit sectors, to tackle tough government problems and gave them special 
powers to drive innovative change. One of the fascinating innovations was the 
creation of 18F, a government entity without appropriation that operates like a lean 
start-up with a highly engaged and high-functioning culture, to drive change through 
excellence in service. 18F selects its projects and its customers based on alignment 
to agency needs and the capability of the provider to deliver. This creates faster 
procurement, and a greater opportunity for custom products and enhanced digital 
platforms.  
 

GovTech Government Innovation – Singapore   
 

• In May 2016, the Singaporean government announced a new government agency, 
GovTech, inspired by the need to connect “government and industry to build a smart 
nation together”. The mission of the new agency is to “harness the transformative 
power of technology and engineering to deliver user-centric services for the benefit of 
Singapore and Singaporeans”. Like its predecessor, GovTech will maintain the 
mandate for innovative enterprises and responsive public services with an expressed 
purpose to utilise $2.8 billion worth of government expenditure to drive innovation 
and develop technology SMEs.   
 

Great for UK government and the public sector  
 

• GovTech can help solve some of the difficult problems that government and public-
sector organisations face in a cost-effective way by introducing innovation from other 
sectors. Rather than ‘group think’, this results in new and fresh ideas, and potentially 
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new technologies too. As a result, GovTech can help to provide public services that 
are cheaper, can be adapted to changing demand and can reach more people. 
GovTech can also help join up disparate existing services into more easily accessible 
and integrated solutions, offering the potential of one ‘customer journey’. Government 
and public-sector organisations can then stay focused on the things that only they 
can do and deliver the outcomes the public wants and needs.  

 
Great for UK business  

 
• The UK government is serious about getting the four million businesses that drive the 

UK economy more involved in the UK public administration. Recent UK policy 
initiatives have been set to widen the market to ensure that UK SMEs attract a third 
of all public procurement, and the New UK Digital Outcomes & Specialists 
Framework is creating unprecedented access to public sector external contracts. 
With greater devolution, this spend will also create jobs and growth in communities 
across the UK.  

 
Great for UK citizens  

 
• From a UK citizen’s perspective, using GovTech solutions should bring better 

services, one stop shops and more engaged communities. It should enable an 
improvement in the user experience and better outcomes. And the savings made will 
allow funds to be re-directed to more valuable services. GovTech can become a core 
part of the wider SME ecosystem and provide a key component in the drive to deliver 
better public services but with less money.  

 

Benefits for accelerating innovation in New Zealand’s state sector 
• There are a number of benefits of taking the proposed approach to the development 

of the GovTech market to contribute to increasing state sector productivity. Benefits 
would be both financial and non-financial and would include:   

 
o Productivity improvements for government agencies. Cost savings in public 

services due to radical innovation could be between 20 and 60%  
 

o An increased responsiveness to needs of customers of government. GovTech 
has potential to make a big impact very quickly for New Zealand and can help 
restore government education, housing and health systems, stimulate 
solutions for climate change and regional New Zealand, help deliver an open 
government and ultimately increase New Zealand citizen confidence.   
 

o GovTech is relevant to the creation and nurturing of high yielding SME 
businesses that are producing innovative, digital solutions that transform the 
state sector.  
 

o Creation of new jobs, growth of New Zealand’s talent, increase in tax 
revenue, increase in economic growth and creation of successful exportable 
businesses (as all governments around the global experience similar 
problems, the size of the global government market is significant).  

 


