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The Canadian federal public service has long been seen as an institution which 
safeguards the public good, and offers clear unbiased advice to elected politicians.
However, it is also not recognised as a bastion of free-thinking and innovation. 
Employees are aging, retention is a problem, and the government is finding it difficult 
to attract and retain younger employees into its workforce.1

In fact, the government is seen as a holding place for older technologies as well 
as older workers, and the only real retention strategy is the “golden handcuff” – a 
defined benefit pension plan rare in the Canadian landscape – where the philosophy 
is predicated on the thought that “if you stay for 10 years, we know you will stay for 
another 15 years for the pension”.

This paper2 examines the definitions of innovation in the Canadian public sector, 
and looks at how innovation is taught, inculcated, and managed in the institution. 
It also looks at what is missing, and how the government cannot only foster it, but 
how government can legislate, to an extent, the creative process in government.

IntroductIon

The Canadian public sector at the federal level is a well-known institution in the 
Canadian landscape with a long history of quality work and the provision of 
clear, well-articulated policy advice and programme execution.

The federal public service supports the political government of the day in the 
execution of their mandate, and provides the political government with advice on 
how they can implement their goals and stated changes.

In the past (the “golden years” of 1950–1980), when the federal public service 
was often unseen by the public, but much relied upon by the politicians for support, 
the public service was seen as a fount of creative ideas.

Indeed, Minister of Foreign Affairs (and subsequent Prime Minister of Canada) 
Lester B. Pearson and his team of bureaucrats won the Nobel Prize in 1957 for their 
work in creating a United Nations peacekeeping force and stopping the Suez Crisis 
in its tracks.

1 The author follows a common nomenclature in Canada, often references to “government” 
means the non-elected bureaucratic part of the government – the public service at the federal, 
provincial, and local levels, which comprises anywhere from 260,000–400,000 employees 
depending on how you count them.

 “Politicians” or the “political government” refers to the elected and appointed politicians who 
direct the government and are elected by the Canadian citizens.

2 Douglas Michael Lloyd, CMA, CMC, PMP worked as the CEO of a niche market management 
consulting firm in Canada. His firm specialised in the management of major projects, the 
provision of strategic advice, and financial management. He is completing a PhD at Szent 
István University in Budapest, Hungary.
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What has happened? Why is Canada’s public service being seen as relegated 
to a position where our systems and processes are 15 years out of date, creativity 
is squashed, new recruits have their enthusiasm quashed, and the government 
cannot seem to retain people with new creative ideas?

In this paper we see that some of this is unavoidable, and in other cases the 
negativism is unwarranted.

However, some of the criticism is deserved.

context of InnovatIon In the PublIc Sector

What is innovation in the public sector? Innovation in a government context 
is a highly restricted activity. The public service is a well-understood 
organisation by its employees and it follows a clearly defined structure.

Everyone knows what their job is, everyone does their job, and there is a vast 
web of regulations, legislation and rules to define the limits of what can, and cannot 
be done.3

It is within this structure that public servants exercise their creativity and 
innovation. They innovate by figuring out how to do things in a new way, but always 
within the rules.

Out-of-the-box thinking is actually discouraged as it would require more analysis 
than is usually applied to a problem, and as resources are strained through years of 
budget cuts and employee down-sizing, a unit cannot afford the luxury of spending 
time looking at how to change the system to make a more creative solution come 
into reality.4

Potential legislative or enabling laws take a large amount of resource attention, 
and an extremely long time to develop, implement, and pass into law.

This is not to say that wildly innovative ideas are not seen – they are just not 
often implemented.

There is an institutional resistance to an innovative idea that departs too far 
from the “norm” – from the way that the organisation has traditionally completed a 
task or delivered programme.

This cultural resistance plays out as passive resistance to new ideas, and a 
shifting of resources away from analysis of new ideas.5

Committed and talented resources identify and innovate new ideas, but public 
sector innovation does not get translated into reality without effective planning 
and implementation. Without such efficient and effective processes, inspirational 
and forward-looking ideas will not be transformed into new policies, services or 
methods of operation.

3 Mulgan, Albery, 2003.
4 Prendergast, 1999.
5 Koplyay, Li, Rochefort, 2010.
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To be successful, innovation requires structured processes and resources to 
examine, test, support, and disseminate new ideas.

Therefore, we can say that in our context, innovation is simply the creation and 
implementation of new processes, programmes, services, and delivery (within the 
legislative frameworks) to Canadians which:

– improve government financial performance, and/or
– increases efficiency/time to deliver and quality, and/or
– reduces the numbers of resources required to deliver a service.

We will discuss measurements and tools further in the paper, but it is important 
to state that governments are by nature risk-averse, so the rush to measure only 
improvements will be hard to resist.6

It could be argued that the Canadian civil service is more risk-averse than others, 
but research seems to show that they are all hesitant in taking on risks. This may be 
a result of increased transparency, “gotcha” journalism, or exposure to the public of 
the true costs of risk reduction.

Innovation always involves risk because it changes the status quo, challenges 
the traditional way of doing things, or moves an organisation into a different future.

The context of risk and risk tolerance in the context of the public services is 
therefore just as essential as having the resources to innovate and encouraging 
innovation institutionally.

how InnovatIon IS Inculcated

So, how does an institution inculcate innovation?
Simply, by encouraging it – by putting in place a structure in the enterprise 
which encourages and rewards innovative thinking and creative ideas.

By ensuring that the organisational culture embraces and rewards innovation, 
and by ensuring the senior leadership inculcates it in their own style.

Courses offered on innovative thinking are multi-faceted – they not only teach 
how innovation can be done, they also show senior managers the value of innovation 
and sensitises them to the values of risk and innovation.

Easy to say, difficult to do it in a tradition-bound, aging enterprise like the public 
service.

6 Albury, 2005.
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how InnovatIon IS taught

In the canada School of PublIc ServIce

Canada has a school dedicated to educating bureaucrats called the Canada 
School of Public Service – referred to by bureaucrats as the “Canada School”.
The Canada School now operates on a tax basis: departments pay a head-

tax to the school, in return for which they get a certain amount of school “credits” 
they can use to educate their employees.

The school also offers other courses ranging from free courses to extremely 
expensive courses costing as much as an executive MBA.

Interestingly, the school has no courses on innovation or creative thinking. 
A search of their courses offers some instruction in leadership, but not in leading 
innovation or creative thinkers.

In order to access education on innovation, the leadership of the public service 
turns to outside agencies such as the Institute on Governance, the universities, and 
contracted resources to educate employees.

The limited funds available for education and training, however, often preclude 
extra education for bureaucrats, and they use their monies on free courses at 
the school, mandatory Canada School training for functional communities, or 
professional conferences.

Innovation training, education, and awareness have taken a back seat at the 
school for practical reasons – the school must develop a product suite which their 
consumers demand, and for which their consumers can pay.

In an environment where innovation is tied to risk and resources, and the risk 
tolerance is low while the resources are scarce, innovation loses.

the PublIc Sector verSuS PrIvate Sector Parallel

We often hear that the private sector is better than the public sector at 
innovation. We need, however, to look at the reasons why, if indeed that is 
the case.

Some aspects of public sector innovation are comparable with, and are often 
identical to, aspects of private sector innovation – for instance the public sector and 
the private sectors in Canada are both equally adept at innovating their business 
processes.

Figure 1 shows the innovation dimensions in the private sector – the private 
sector innovates primarily in process, product, marketing, and financially.



T-2015/8

 The Culture of Innovation in the Canadian Federal Public Service 7

Figure 17

Dimensions of Innovation
The Private Sector “egg shape”

• The dimensions of 
innovation

• product innovation 
(R&D)

• marketing innovation
(channel building) 

• process innovation 
(production & logistics 
)

• financial innovation
( funding of growth 
and reinvesting surplus 
capital) 

Process/Product  
Innovation

Financial 
Innovation

Marketing 
Innovation

How do these correspond to public sector innovation?
Firstly, we need to define a new “egg” for the public sector and see where they 

overlap.

Figure 28

Dimensions of Innovation
The Public Sector “egg shape”

• The dimensions of 
innovation

• Process/Policy 
innovation (How we do 
things)

• Delivery innovation
(How we deliver) 

• Service innovation 
(What business are we 
in)

• financial innovation
( Efficiencies and 
saving money) 

Process/Service
Innovation

Financial/
Resource 
Innovation

Delivery 
Innovation

A key difference here is innovation around policy and process; governments 
have clearly defined legislative obligations, which are vastly different from those 
found in the private sector (e.g., national security, taxation, public safety, counter-
terrorism et cetera).

This is why, in comparison with the private sector, public sector decision-making 
processes appear cumbersome, risk averse, and time consuming.

The public’s tolerance for risks, fund expenditure, and service interruption is 
zero. They will not tolerate an interruption in service during a pandemic, and one 
million dollars is a lot of money to a Canadian citizen, even if it is 1/300th of a percent 
of the total money flowing into the government on an annual basis.9

As a result of the context in which governments and public servants work, the 
capability of judgement and an equal analysis of all factors is what is desired in a 
public servant – not aggressive innovative risk-taking.
7 Source: Goldsmith, Koplyay, 1998.
8 Source: Lloyd, 2013; after Koplyay et al.
9 Koplyay, Li, Rochefort, 2010.
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Innovation in the policy and process environment is challenging, and subject to 
a high degree of parliamentary scrutiny and accountability. The other side of the 
coin is that this has potentially large benefits in terms of savings, efficiencies, and 
impacts on Canadian citizens.

We often hear that executives and knowledge workers from the private sector 
can bring their knowledge to the public sector through interchanges and hiring, but 
the legislative fundamentals are so different, that attention needs to be paid as to 
where, when, and how the public sector might best engage the private sector to use 
their particular skills and expertise.

rISk and rISk tolerance

Risk management is a component of the innovation process. Risk is 
traditionally measured in Canada as an equation with the ‘consequences’ of 
an event and the ‘likelihood’ of the event combined in some form.

The Canadian government’s risk framework is not predicated on the elimination 
of risk but rather on risk management and mitigation by various treatments. Good 
risk management is therefore fundamental to innovation.10

There are various risks associated with any form of innovation, with a higher 
degree of risk and ‘uncertainty’, the greater level of difficulty faced in quantifying the 
‘consequences’ or ‘percentage likelihood’ of a particular consequence.

This occurs in the public sector both in traditional areas of government activity, 
where the ‘likelihood’ of an event may be difficult to ascertain and the consequences 
can be ‘severe’, and also in the case of radical innovation, where all the possible 
‘outcomes/consequences’ and the ‘likelihood’ of each ‘outcome/consequence’ are 
unknown.

An example of a traditional government activity of this nature would be that of 
long-term fisheries management.

An example of a radical public sector innovation would be fundamental changes 
to social benefits like the Canada Pension Plan.

The risks associated with these public sector innovations differ from those 
associated with public sector incremental innovation in that the latter are more 
easily identified and managed.

The accountability framework, Canada’s MAF (Management Accountability 
Framework) and our increasingly transparency-driven political environment, means 
that the manifestation of risks can be quite different from those types of risks faced 
in private sector commercial activities.

For example, legislative risk for the private sector can be quite significant, but 
normally translates to compliance risk and the associated compliance costs. Think 
of filing regulations, security regulations, Sarbanes–Oxley regulations, etc.
10 Eggers, Singh, 2009.
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For a public service there are risks around assessing whether legislation is 
required to implement an idea, the best legislative solution for that idea, consistency 
with other domestic and international laws, consistency with trade treaties and 
agreements, parliamentary and political risks, implementation risks, unintended 
consequences and unanticipated behavioural responses, legal and constitutional 
challenges, and so on.

Reputational risk in the private sector usually has personal, organisational, 
financial, and broader commercial implications.

A public sector organisation faces similar risks but with the added complexity of 
ministerial, Cabinet, broader political and community reactions.

The risk–reward relationship is also more different between the two sectors.
In Canada, departmental mistakes or perceived failures are usually reviewed in 

various parliamentary committees, in the media, and by stakeholders, while good 
performance can often go unrecognised as it is “what you are supposed to do 
anyway”.

Often, opposition parties also look for perceived failures and mistakes as an 
opportunity to bash the government in public and in parliament, using the failed 
innovation as an example of how the elected politicians have failed to manage 
effectively.

Public humiliation and excoriation are not conducive to innovation and risk-
taking. The message is clear – innovate poorly, and you will be publicly humiliated.

In the private sector the reward–risk function is linear – by that I mean: if you 
innovate successfully, you will be rewarded for it.

In the public sector the reward mechanism is asymmetrical between the risk-
takers and those garnering the rewards. Often, the risk-takers are not as rewarded 
for their innovation as others in the hierarchy.

The tools for innovation in the world of risk management are easily defined:
– good risk identification;
– good risk management;
– solid and supporting policy and procedures;
– prudent risk-taking based on judgement and the best available information.

Risk avoidance is actually an impediment to innovation in the public sector 
context.

Considering options beyond a traditional or safe approach may increase the 
scope and range of risks, but also will increases the potential benefits and rewards.
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what are the MISSIng coMPonentS?

Deputy ministers and deputy-heads have a critical role in designing, shaping, 
and communicating the strategic directions of the organisations they lead.
The executive cadre, led by these executives, ensure that appropriate attention 

and resources are directed to medium- and longer-term issues where innovation is 
likely to be critical to success.11

Innovation can only grow and be sustained in a culture that encourages, 
recognises, and rewards new ideas and gives authority to translate those ideas into 
practice. If the executive leadership team does not encourage or manage this vision 
and acceptance of innovation, or manages it so closely that innovation is suffocated, 
then the policies and procedures to facilitate innovation will not be implemented in 
the organisation.

As in other aspects of leadership, innovations do not always reach their objectives, 
or mistakes are made, and the leaders need to work to ensure the organisation 
learns from the experience in a positive way.

Too often, the public service sees a failure or an incomplete success as a 
problem, something to be avoided, and uses it as an example to show others that 
failure has negative consequences on career and future activities.

Learning from mistakes is as important as celebrating success in reinforcing an 
innovation culture.

Leadership in innovation should also come from those who are most closely 
connected to the delivery of a product or service. Who better to understand the 
restricting legislation, rules or culture?

Executive leadership should encourage innovation from the lowest level of the 
organisation up to the highest. Inculcating innovation is an enterprise wide task.

how the MISSIng eleMentS

can be added and MeaSured

Firstly a true implementation strategy and plan with a champion need to be 
articulated for the government of Canada to inculcate this philosophy of 
innovation.12

In fact, it needs to come from an employee of such stature that it is seen as a 
pillar of public service reform.

11 Conger, 1989.
12 Koplyay, Li, Rochefort, 2010.
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In the Canadian context, that means one of two places: the Privy Council Office 
or the Treasury Board Secretariat. Realistically, the Clerk of the Privy Council or a 
duly identified deputy would be the best source of support, as the Clerk is already 
championing the modernisation efforts in government, and is the titular head of the 
public service and the most senior public servant in government.

An implementation plan for changing a corporate culture needs to be realistic – 
it needs to span many years, with short-, medium- and long-term goals, and needs 
to focus on reality. Government initiatives often start from unrealistic expectations 
or are based on unrealistic views of the public service.

Innovation is based on truth – an innovator needs to acknowledge the limitations 
of the existing system in order to improve upon it –, reductio ad absurdum, meaning 
that if you do not acknowledge and account for those weaknesses, your solution 
will not work. Or if it does, it will be sub-optimal.13

Incentive programmes need to be specially designed and tailored to innovation 
and to reward innovators – “innovation” itself can be measured, and metrics on 
performance can indeed be developed as seen in recent OECD monographs on 
measuring innovation.14

Innovation is encouraged if both the innovators and the innovative initiatives are 
recognised and rewarded.

Public servants in Canada are usually motivated by making a difference in 
Canadian’s lives through service delivery, better policies, and programs, et cetera, 
so a recognition and reward mechanism for innovators does not have to involve 
monetary or material rewards.

There are many examples of successful recognition and reward schemes 
in the Canadian government that involve workplace and organisational level 
acknowledgment and recognition.

There are also various international awards as well; amongst the better-
known ones in Canada are the CAPAM (Commonwealth Association for Public 
Administration and Management) awards.

Lastly, the implementation of an innovation mechanism needs to be cross-
jurisdictional: it needs to be implemented across the government, not just in one 
or two organisations, and it needs to include the concept of portfolio innovation. 
In Canada, many programmes are delivered by multiple stakeholders in multiple 
departments – in these cases innovation mechanisms need to be implemented in 
all organisations, or in none.

Measuring innovation is a difficult concept: in the public sector, efficiency and 
cost savings are often the results of innovation, so in implementing innovative ideas, 
key performance indicators need to be established before, and re-measured after 
the innovation to ensure benefits are accruing to the citizen as anticipated.

13 Moore, 2005.
14 OECD, 2010.
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Employee satisfaction is a strong indication of how innovation ideas are being 
accepted. The annual public service surveys of employees can have a new section 
on innovation added into it, to probe the employee’s sense of acceptance of ideas.

External agencies can be engaged to evaluate and prepare reports on the 
penetration rates of innovation improvements in government.

a SPecIal note on

how governMentS can legISlate InnovatIon

The Canadian government’s average employee is a member of a union, follows 
a proscribed set of rules and regulations, and is unwilling to take risks as he/
she has seen over his/her career that risk-takers are not rewarded, or if they 

are, the reward is asymmetrical.15

Innovation will require an “all hands on deck” approach – employees, union 
members, executives, and elected officials will all have to work together to develop 
a regime which will be supported by all.

One of the biggest challenges to innovation in public sectors is that there are 
often legislative barriers. By this I mean that if a programme or service to Canadians 
is legislated to be delivered in a specific way using specific processes, then changes 
to those processes may be extremely difficult to implement. Changing legislation 
is an extremely long and difficult process, and requires champions from both the 
political and the bureaucratic levels, and may not even be feasible.

A government cannot legislate innovation. It is like the private sector – it needs 
to create an environment where innovation can occur, encourage and reward it, and 
publish and promote successes. But due to these potential legislative barriers, there 
is a real danger that innovators will see a legal barrier as an institutional or cultural 
one.

However, no matter what, an innovative idea needs to be seen as supported. 
Leadership from all parts of the public service need to show their support for 
innovation. If one single idea is nay-said, and other innovators hear or see that 
negativity, then a movement towards encouraging innovation will experience a 
setback. Too many setbacks, and the culture of innovation will withdraw again into 
the shadow.

One way to promote and produce an innovative workforce is to develop metrics 
and balanced scorecards to indicate an organisation’s increasing innovation and 
track innovation trends. The OECD is leading a number of initiatives in developing 
innovation metrics in a numerous sectors, and the author of this study is working 
on a monograph specifically targeted at public sector innovation measurement in 
Canada.

15 Koplyay, Lloyd, Sanchez, Paquin, 2012.
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A government, like a company, can only legislate innovation by showing 
acceptance and reward for it.

There will be an enormous tendency to stop innovation when the first senior 
executive is taken to task for a failed innovation. He/she will not want to experience 
such a humiliation again, and will cease supporting risky behaviours like innovation. 
This has been observed in the past in many public services, not just Canada’s.

how to MeaSure InnovatIon?

To determine the best ways to measure innovation in a public sector, we 
examine what other public sectors are doing in this regard. The UK and 
Australia, in fact, are leading the Commonwealth in defining new metrics, and 

we (the Canadians) look to the European Union as well, as they are leading the rest 
of the world.16

The problem/challenge with defining innovation metrics is the same as defining 
any metric to be measured and reported on: “What makes sense, can we measure 
and capture the information, and once we have it, what is the best way to report it?”

We can look to the literature which firmly establishes suggested criteria, such 
as David Albury, who in 2005 wrote: public sector innovation is “the creation and 
implementation of new processes, products, services and methods of delivery 
which result in significant improvements in outcomes efficiency, effectiveness or 
quality”.17

We also look at what the private sector defines as innovation, and we look at 
what they have to offer in terms of best practices in reporting. However, as we 
discussed earlier in this paper, it does not always make sense to survey the private 
sector as their legislative frameworks and risk profiles are so vastly different from 
the public sector.

In this case, the best practice – balanced scorecards – is a perfect reporting 
tool, and it is presently in use in most public sector regimes in Canada. Using a tool 
with which executives and citizens are familiar will ease the “introduction burden” 
significantly.18

So, we have a tool, and now we need to define what we will measure. We will 
break innovation into the items we discussed earlier:

– efficiencies/productivity gains;
– returns on investment;
– risk reduction; and
– service delivery improvements.

16 Albury, 2005.
17 Ibid.
18 Kaplan, Norton, 2001.
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In these four indicator areas, we should define what is an acceptable level of 
performance for the public sector being examined, and then once this is established 
and baselined, conduct examinations of the performance of other organisations to 
place the indicators against something meaningful.

Again, as mentioned earlier, it will be difficult to resist the urge to merely measure 
incremental improvements, instead of baselining entirely new areas. The day-over-
day improvements always show a positive trend, and are often the only indicator 
shown to executives.

It is critical in this methodology to ensure that comparisons are meaningful. It 
likely makes no sense to compare innovation criteria in the Canadian federal public 
service against innovation in IKEA. The two institutions are too dissimilar. Instead, 
it makes sense to use the services of a professional metric gathering firm such as 
McKinsey, Forrester or Gartner to start to find comparable organisations, and then 
move towards the creation of baseline indicators.19

The Canadian federal government draws heavily on the services of such third-
party organisations to assist in data-gathering. It is perhaps an ironic note that 
the government when measuring innovation, turns to such a non-creative solution: 
instead of investing in their own innovative solutions, they simply use what others 
are doing. It does, however, have the advantage of being less expensive than building 
a centre of expertise in innovation in government.

Some potential areas to include in the four main innovation indices we suggest:
– Efficiencies/productivity gains

• % improvement in throughput;
• reduction in resources required;
• speed to citizen;
• more services/products offered;
• reduction in costs.

– Returns on investment
• fewer funds required to complete;
• internal rates of return improved;
• financial metrics more favourable;
• positive trends in performance.

Risk reduction
• movement of risk indicators to lower levels;
• reduction or elimination of probability;
• reduction or elimination of impacts;
• contribution to organisational risk profile.

19  Laffont, Martimort, 2001.
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Service delivery improvements
• higher customer satisfaction;
• higher employee satisfaction;
• faster service development cycles;
• delivery to wider citizenry.

This is a good set to start with, but as organisations become more mature, they 
will want to add in new metrics, and want to compare more favourably against other 
organisations across the world.

Eventually, a centre of expertise in innovation in government will be needed in 
a central government agency such as the Treasury Board Secretariat or the Privy 
Council Office, and this investment in resources will need to be offset against 
something.

The government is notoriously hesitant to create new positions, so the pressure 
to add this role to an already-burdened team will be great.

Again, ironically, this is not a very innovative solution to the innovation “gap” in 
government.

concluSIonS

The government complains that it wants better innovation, better employees, 
a younger workforce, and a demographic dedicated to using modern tools in 
a modern workforce.

To get this, the government needs to re-dedicate itself to its workforce of 
tomorrow. Gen X and Millennial employees are not solely motivated by money. They 
are motivated by opportunity, professional network, the blurring of social and work 
life, the access to tools, and the capacity to work as they need to in order to deliver 
services.

This is antithetical to the existing workforce in the government, and a culture of 
innovation and rewards for innovation would go a long way towards signalling that 
government is a different organisation in the 2010s than it was in the 1990s.

The government will need to make an environment available to younger workers, 
which will encourage innovation, and reward it appropriate to the demographic.

I feel, however, that it is unlikely that the government will implement a new 
innovation regime until the majority of workers in the government are younger – 
the present level of executives, with some exceptions, grew up in a risk-averse 
environment, and they have succeeded in a system which is not conducive to a 
younger workforce.

This is not to say, they cannot be taught new techniques and tricks, but I fear 
they will choose not to learn until the younger demographic takes over.
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