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Foreword

Cities are on the front lines of the world’s toughest issues - and the
Government Innovation Program at Bloomberg Philanthropies is
dedicated to ensuring that cities are equipped with the tools and strat-
egies they need to tackle today’s challenges and those on the horizon.
Central to this mission is fostering a spirit of ambitious problem solving,
where cities both embrace bold solutions and actively seek collaboration
with residents and diverse stakeholders to co-create the future.

Imagine a city that openly shares challenges and invites collective
efforts to overcome them. In such a place, data-driven experimentation
becomes second nature, and rapid prototyping with iterative testing
enables continuous improvement. Failure is embraced not as a setback,
but as a stepping-stone to scaling solutions that work. Collaboration
and adaptability turn these challenges into opportunities, ultimately
improving the quality of life for all residents.

In an increasingly complex world, solutions must come faster, from
more diverse places, and with greater sustainability. This is at the heart
of public innovation in cities: developing the capacity for systematic,
lasting problem solving. Over the past decade, we have identified five key
areas that equip cities to be more effective problem solvers:

Leadership: Great city leaders who have a clear vision and create the
space and capacity to implement solutions with and for residents.
Organisational capacity: Cities equipped to apply innovative
approaches to effectively address local and global challenges.

Ideas: Cities that access, adapt and implement solutions to critical
problems that have been proven to work elsewhere.

Networks: Cities that actively connect and collaborate with peers and
public innovators to share knowledge, co-create solutions, and unite their
voices to influence policy and improve the lives of residents.
Resources: Cities ready to secure funding, leverage current knowledge
and best practices to implement effective solutions.

We are excited to partner with LSE Cities on this report, which provides
a timely snapshot of where European cities stand in terms of innovation
capacity - what is working and where gaps remain. While European
cities have made remarkable progress, the need for new approaches to
address both long-standing and emerging challenges remains urgent,
and | encourage everyone to read this report and join us on the journey
to further build the innovation capacity of cities for the benefit of their
residents.

James Anderson,
Head of Government Innovation Programs,
Bloomberg Philanthropies.



Foreword

Innovation in the public sector is nhot just about adopting new tools

or technologies - it is fundamentally political. It requires leadership,
ambitious visions for the future and mission-oriented approaches that
build alliances across all sectors of society. As the 2024 Eurocities
Pulse Mayors Survey shows, European cities face significant chal-
lenges, particularly in addressing top priorities like housing and climate
action.! Innovating how cities operate and promoting public creativity
are essential to ensure that we can tackle these challenges and move
forward together for a better quality of life for all.

In recent years, a new wave of city leaders emerging across Europe,
from all sorts of backgrounds, are united in their quest to develop new
approaches to government. These individuals have committed their
careers - and in some cases left their previous careers - to work for
‘their’ cities, driven by the desire to make a direct and meaningful
impact on the lives of their fellow citizens. They recognise the innovation
potential within their cities and are eager to apply their expertise to help
realise it.

This report highlights the ways in which European city administrations
are working to promote innovation. It is a unique source of knowledge
that | am sure will inspire many city makers. From harnessing citizen
engagement to enhancing policy effectiveness, cities are leading the
charge. However, it’s clear that not all cities have the same capacity
to innovate, and many face common challenges - such as limited
resources, rigid human resource structures and insufficient long-term
strategies. At Eurocities, we believe these challenges are best addressed
through collective learning and cooperation. That’s why Eurocities offers
city leaders and officers the tools they need to tackle today’s complex
problems, from leveraging data through digital twins to scaling social
innovation.

As the Eurocities Pulse Surveys emphasise, the EU is a major enabler
of city government innovation. EU funding is identified as the most
common source of support for local administrations in this area, and it's
vital that this support continues to evolve to meet cities’ changing needs.
Networks like Eurocities are essential for ensuring cities have a voice
in shaping EU programmes and policies. By fostering ongoing dialogue
between cities and the EU, we can build creative, future-ready bureau-
cracies capable of addressing today’s ‘wicked problems’, and those of
tomorrow.

André Sobczak, Secretary General, Eurocities



Preface

With nearly three-quarters of Europeans living in urban areas, Europe’s
city governments play an outsized role in shaping the future of the
continent and ensuring the well-being of its residents. Europe’s municipal
authorities face large and fast-moving challenges which demand
radically new ways of working.

Yet, where organisations in the business sector can draw on a wide
field of experts and institutions to guide their innovation journeys,
European city governments get little support.

Of course, public sector innovation differs in important respects
from its private sector counterpart. For private companies, innovation
can be existential - those that don’t innovate risk going out of business.
City governments, by contrast, have to attend first and foremost to
democratic principles like transparency, fairness and accountability. But
these differences only strengthen the case for focusing on the unique
challenges and opportunities of city government innovation.

It is against this background that LSE Cities has collaborated with
Bloomberg Philanthropies, given its long-standing commitment to devel-
oping the field of government innovation and building a support structure
for city government innovation worldwide.

This report looks at how European city governments are approaching
innovation and what help they need to build their innovation capacity.

The picture that emerges is inevitably a mixed one. Some cities are
finding it easier to build up their innovation capacity than others, and
some capabilities are proving easier to develop than others.

Altogether, this report makes for a heartening read. It shows that
many European city governments recognise the importance of creativity,
experimentation and evaluation in their work and want to strengthen
efforts in this area. Investment in supporting European cities in their
innovation journeys could bring huge benefits.

LSE Cities and Bloomberg Philanthropies have been collaborating on
researching and supporting cities, and in particular European cities, for
over a decade now, and this report represents a milestone in our growing
partnership.

We thank the many people and organisations who have contributed
to this report and give special thanks to Eurocities for opening their
networks and providing expert insight and guidance. We look forward
to working with them and other partners as we expand and deepen our
work in Europe.

Ricky Burdett, Director of LSE Cities,
London School of Economics and Political Science



Summary

Cities across Europe, like those around the world, are grappling with unprec-
edented challenges - whether it's addressing the climate crisis, managing
disruptive technologies, fostering more inclusive economies, or supporting
rapidly ageing populations. The scale and urgency of these challenges mean
cities are confronted, as perhaps never before, with the need to innovate. Public
sector innovation - from mission-driven policies to citizens’ assemblies or new
cross-sector leadership roles - is increasingly being recognised as a necessity
rather than a ‘nice-to-have’.

Butinnovation in city governments does not happen by magic. City governments
must build up their innovation muscles - their capacity to generate new ideas,
testthem and learn the lessons.

Building on work by the OECD and others, this report identifies four key compo-
nents that make up a city’s capacity to innovate:

- leadership capabilities

— organisational capabilities
— analytical capabilities

— partnership capabilities

This report describes how European cities are working to build their innovation
capacity across these four components.

Our analysis is based on a survey of 65 European cities and in-depth interviews
with municipal officers and innovation experts in six case-study cities. It shows
that city governments across Europe, in all their diversity, are open to innovation
andrich in ideas and experimental approaches. And we find that Europe’s

city governments appear particularly strong in leadership and partnership
capabilities.

We also identify areas where cities need to further build their capacity to
innovate (see analytical framework on the following page).

European cities have invested significantly in digitalising processes and services
and deepening partnerships with business and civic stakeholders. However,
there is an opportunity to take these efforts further by strengthening internal
organisational capabilities - with long term dedicated funding, roles and skills
supporting innovation - and embracing more ambitious approaches to gov-
ernance, institutional structures, finance, procurement and political economy.
Cities could benefit from conceptualising success in new ways and adopting
mission-oriented strategies that seek to marshal their public, private, and civic
resources around their most pressing challenges.

In terms of external support, the EU has emerged as a key and valued partnerin
providing innovation funding and expertise. But cities would welcome sustained
support that not only addresses specific policy challenges but also strengthens
the long-term innovation capacity of city governments.

More generally, while European cities benefit from some very effective city
agencies and networks, there is an opportunity to develop more tailored,
long-term external support systems that help city governments build the core
capabilities needed for sustained innovation. By investing in such a support
infrastructure, Europe’s cities can unlock even greater potential for addressing
their most critical challenges and driving transformative change.

infrastructure, Europe’s cities can unlock even greater potential for addressing
their most critical challenges and driving transformative change.



Capabilities

Leadership
capabilities

Finding

Action points for city governments

Organisational
capabilities

Municipal officers perceive a lack of
organisational capabilities - including

dedicated long-term funding, innovation

expertise, and a supportive workplace
culture - as the biggest barrier to
building innovation capacity. These
capabilities can be particularly hard to
develop but they are also particularly
high impact.

— Establish dedicated, long-term

funding to support municipal
innovation and the scaling up of
successful innovation approaches

Remove barriers to and support
the recruitment, development and
retention of innovation expertise

Build an organisational culture that
embeds innovation at all levels of city
government

Analytical
capabilities

European cities have been
strengthening their analytical and in
particular their data capabilities in
recent years, often in partnership with
universities, the private sector, and
civic groups and/or with the support of
the EU and city networks. But they are
not making full use of some effective
innovation tools and techniques, such
as behavioural science and foresight
methods, exploring new approaches
to finance and procurement or taking
arobust approach to evaluating their
innovation work.

Collaborate across departments
and with partners to develop shared
standards for data use and integrate
city-wide data

Develop expertise in the full range
of innovation methods, including
approaches based on behavioural
science and foresight techniques

Explore innovative approaches to
finance and procurement
Ensure that innovation work is

properly evaluated and learning
embedded into practice

Partnership
capabilities

European cities have developed strong
partnership capabilities. But they

should continue to experiment with new

governance models, institutions and

innovative forms of citizen-participation.

Foster partnerships with universities,
think tanks and other research
institutions, not only to support the
knowledge economy but also drive
municipal innovation

Explore the creation of new cross-
sector institutions able to unite
different stakeholders to tackle
critical challenges

Invest in strengthening existing civic
infrastructure, as well as forging new
forums for civic collaboration and
democratic innovation




1. Why do European city governments
need innovation capacity?

The job of leading a European city in the 2020s is both a daunting and an
exciting one. City governments are expected to tackle both residents’ day-to-day
concerns - housing, transport, congestion, pollution, health and care services,
schooling, public safety and the public realm - and long-term, strategic prior-
ities, including climate action and nature recovery, reversing rising economic
inequalities, supporting an ageing population and preparing for the disruptions
that artificial intelligence (Al) and other new technologies will bring. Yet most
European city governments have limited fiscal and administrative capacity and
lack critical legal powers.? Furthermore, city governments must address these
issues against a backdrop of increased political polarisation and volatility.

As the last few years have demonstrated, challenges can combine in unex-
pected ways, meaning that city governments must also learn how to manage
complex emergencies or ‘poly-crises’.* Today’s transversal challenges are not
easily addressed by ‘business as usual’ city governments.

But these challenges also bring opportunities. A transition to a low-carbon
economy is a chance to create healthier, more liveable and equitable cities.
More strategic, preventative approaches in areas like urban design, transport,
childcare and education or public health services can dramatically improve life
chances and living standards and lessen demands on public services.®®¢” New
technologies offer the potential for public sector productivity gains, more respon-
sive municipal services and increased citizen engagement in and satisfaction
with government. And new approaches to public finance and procurement could
unlock increased investment in urban priorities.

But whether we dwell on the negative or the positive, Europe’s city gov-
ernments can't rely on established ways of doing things.° They will need to
innovate.

It's against this background that we have seen, both among experts in urban
government and city leaders, a growing interest in public innovation. Thirty years
ago, innovation was largely seen as something that mattered to the private
sector. It was widely assumed that both the need and ability to innovate were
qualities found mainly among businesses, which are under constant competi-
tive pressure to re-invent their cultures, processes and products. But that has
changed; a new generation of researchers, urban leaders and activists are
building a field of public innovation. In particular, city governmentinnovation
draws on insights from the business world, public sector and civil society while
recognising the distinct values, constraints and opportunities of democratic
government.

The good news is that Europe’s municipalities have a long history of urban
innovation. For example, the region’s cities have led the way in promoting
more liveable, sustainable and inclusive forms of urbanism through investing
in high-density, mixed-use development and affordable housing, public
transport, active travel, public realm improvements and social infrastructure.
More recently, many of them are experimenting with new ways of engaging and
empowering residents and community groups, such as through citizens’ assem-
blies. These democratic innovations build on powerful legacies of civic creativity
and engagement in European cities - from neighbourhood forums and social
centres to citizen movements protecting historic districts and community infra-
structure in cities across the continent. And yet, as our research demonstrates,
there is more city governments could do to connect with and learn from inventive
partners and citizens to put innovation at the centre of their work.

Some might question whether it makes sense for every city to prioritise
innovation. Perhaps it would be sensible for most cities to focus their limited
resources on the basics of public administration, through optimising existing
ways of doing things, while adopting and adapting innovations developed
and tested elsewhere. It is certainly true that cities need to keep focusing on
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strengthening established processes - especially as following rules and proce-
dures is fundamental to good government and essential to ensuring fairness
and accountability. But we argue that the capacity to innovate is another
requirement of good government:

— No two cities are the same and all cities will need to develop diverse ways of
addressing contextually specific challenges and opportunities.

— The capabilities that enable a city to innovate also enable it to learn and adapt
- adaptation and innovation exist on a continuum.

— Innovation and democracy are closely aligned - innovation allows city gov-
ernments to carve their paths in line with the values and ambitions of their
citizens.*

— OECD and Bloomberg research finds that cities that invest in innovation have
higher resident satisfaction and better resident outcomes.*?

As we will see, Europe’s city leaders are strongly convinced of the need to
innovate. 87% of European city mayors who participated in the 2024 Eurocities
Pulse Mayors Survey agreed that “My city will have to innovate because
otherwise we will not have enough resources to deliver on our priorities”.
Innovation is often framed as a way for cities to be more resilient to budget cuts.
It has even been used as a justification for cost-cutting: innovative governments,
itis argued, can do more with less. However, many proponents of government
innovation now call for the exact opposite: innovation demands more investment
in a strong and ambitious public sector and should offer creative tools for city
governments to unleash resources to deliver on their priorities.

A great deal of research and writing on government innovation focuses on
describing and classifying innovation itself. One widely cited study, for example,
distinguishes between four types of public sector innovation:*?

— product or service innovation (new public services or products)

— process innovation (either administrative, such as the creation of new man-
agement and working methods or technological, such as the deployment of
new technologies to provide services to users and citizens) to improve quality
and/or efficiency

— governance innovation (new forms of collective action to address specific
societal problems)

— conceptual innovation (new concepts, frames of reference or paradigms that
help to reposition the nature of specific problems as well as possible solutions)

Researchers have also identified an array of approaches that can support the
public sector to innovate and meet its challenges, such as ‘open innovation’,
citizen-powered innovation, user-centred or service design-generated innova-
tion, innovation driven through applied behavioural science, and mission-driven
change (see Appendix C for a glossary of innovation activities and methods).
And we have also seen approaches that are specific to cities, such as tactical
urbanism and experimental urbanism.4Finally, we have seen a huge body of
writing describing and evaluating actual urban innovations. 5161718

This sort of research and analysis can be extremely valuable in addressing
specific innovation challenges. But it does not have very much to say about
how a city government can build up its capacity to generate new solutions. This
report, by contrast, is occupied with just this question. Employing a distinction
made by James Anderson, Head of Government Innovation at Bloomberg
Philanthropies, we are less interested in the ‘what’ as in ‘What sort of innovation
can help me address this specific challenge?’ and more in the ‘how’ as in ‘How
can | build up the capacity of my city to innovate’.*°
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More specifically this report sets out to answer five questions:

1. What do we mean by innovation capacity in city government and why is it
important?

2. How are European cities working to build their innovation capacity? In which
areas are they stronger and where do they need to make the most progress?

3. Arethere clear patterns when it comes to innovation capacity (for example,
are cities building capacity in similar ways and are these patterns affected by
variables like region or wealth levels?).

4. What are the main enablers of and barriers to building city government inno-
vation capacity in Europe?

5. How can cities and those who support them build their capacity for govern-
ment innovation?

While local or city government innovation capacity has not had the same
attention from researchers as government innovation at the national level - let
alone business or commercial innovation - there is now an important body of
analysis on this topic. Our research draws, in particular, on a 2019 OECD study -
the first systematic review of innovation capacity in city government, based on a
survey of 89 cities around the world of which 15 are in Europe.?°

In line with OECD’s work, we define innovation capacity as the ability to
develop and try new ways of solving problems.

Early on in this project we developed an analytical framework to structure our
research and help cities that want to map and build their innovation capacity. We
have continued to develop this, in conversations with experts and practitioners
and in relation to our emerging research findings. Building on OECD and others,?*
we distinguish three types of capabilities that contribute to city government
innovation capacity:

1. Organisational capabilities. These include the dedicated financial and hu-
man resources available to support innovation and the dedicated structures,
teams, strategies, regulations and processes set up to facilitate innovation.
The internal culture that enables a city government to harness innovative
ideas and skills from across its workforce and financial resources can come
from within a city’s budgets or external sources.

2. Analytical capabilities. These include the ability to: access, generate,
integrate and analyse data; keep abreast of research and practice relevant to
innovation; undertake or commission qualitative research with citizens, ser-
vice users and stakeholders; employ service design and similar techniques to
support innovation; and evaluate and learn from the city’s innovation capacity
and related initiatives.

3. Partnership capabilities. These include working collaboratively with external
partners in generating innovation, including other government and public
sector partners, businesses, universities, not-for-profits, community groups,
individual citizens and national and international city networks. Partnership
working can take a wide range of forms, from regular meetings or workplace
exchanges through shared information, strategies and projects, to the cre-
ation of new shared institutions.



Figure 1: Innovation capabilities.
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Leadership
capabilities

Organisational
capabilities

Analytical
capabilities

Partnership
capabilities

A city’s ability to advance innovation through
dedicated budgets, hiring policy, staff expertise,
organisational design and institutional culture.

A city’s ability to marshal data, qualitative research,
design thinking and other creative methods to
inform decision-making and foster innovation.

A city’s ability to collaborate with external partners
to generate and implement innovative solutions.
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The OECD framework includes ‘political and managerial leadership’ as an
element of organisational capability. But we understand this as a factor that
exists above organisational, analytical and partnership capabilities, with the
power to shape all three. Indeed, leadership capabilities can be pivotal in
building and sustaining a city’s overall innovation capacity, suggesting that
developing these capabilities is a particularly effective way of strengthening a
city’s capacity to innovate. For this reason, we identify leadership as a distinct
fourth component of public innovation capacity:

4. Leadership capabilities. These include the commitment of city leaders to
public sector innovation and their ability to inspire their administration and
to provide strategic direction. Leadership can come from elected politicians,
and/or senior officers.

We also identify a factor that is more external to city government: the city’s
broader culture of innovation. Some cities have a relatively developed inno-
vation ‘context’ that will support their government’s capacity to innovate. This
is likely to be true of cities with developed knowledge and creative economies,
highly educated populations and civically engaged universities and research
institutes. Among our case study cities, local leaders in Leuven (page 31) and
Cluj-Napoca (page 41) emphasise the vital contribution of local universities to
their cities’ innovation efforts. But it might equally be true of a city with a strong
civic culture, including citizen bodies and community groups that demand and
contribute to innovation - as we heard from city interviewees in Bologna (page
25). This is not to say that municipal governments that lack these supporting
attributes can’t develop a strong innovative capacity, but it will likely be harder
forthem to do so.

There is arguably only a limited amount that a municipal government can do
in the short run to strengthen the background innovation culture of a city. But it
can work to create a more innovative culture over time.

As figure 2 illustrates, a city can have strengths in one, some, or all four
innovation capabilities. For example, provided that the leadership is in place:
cities that are strong in organisational and analytical capabilities will score well
on developing evidence-based innovation (including the evaluation of innovation
outcomes). Cities that are strong on organisational and partnership capabilities,
will perform well on participatory government and co-innovation. Cities that are
strong on analytical and partnership capabilities will perform well on innovation
driven by open government, data sharing and transparency. Cities that are
strong in all dimensions will be best placed to score well in the round and fully
harness their potential to innovate.



Figure 2: City government innovation capacity - analytical framework.
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2.The state of city governmentinnovation
capacityin Europe
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Having set out what we mean by innovation capacity and why it matters, this
section explores innovation capacity in Europe’s cities. It draws on:

— anew Eurocities Pulse survey, designed by LSE Cities and Eurocities and tar-
geting city government officers responsible for overseeing innovation efforts
in their administrations. 65 cities responded to the survey, representing over
63 million residents across 27 countries, and ranging in size from small cities
below 100,000 inhabitants to major metropolises with more than 10 million
(for example, London and Istanbul). Our sample encompasses 53 (82%) EU
citiesand 12 (18%) non-EU cities. See figure 3 and Appendix B for more details
on respondent cities.

— the annual Eurocities Pulse Mayors Survey. There are currently two iterations
of this survey (2023 and 2024). The last iteration included questions on inno-
vation capacity that in some cases matched questions from the new Eurocities
Pulse survey for municipal officers, allowing us to compare the views of munic-
ipal innovation officers with their political leaders. A total of 92 mayors from
across Europe responded to the latest survey, representing over 150 million
people across 30 countries.

— 20 in-depth interviews with municipal officers (usually those leading inno-
vation teams or innovation capacity building initiatives) and representatives
of their partner organisations (such as local universities) in seven case study
cities: Bologna, Cluj Napoca, Espoo, Istanbul, Leuven, London and Vienna.

As mentioned previously, this research builds on work developed by the
Organisation for Economic Co-operation and Development (OECD) and
Bloomberg Philanthropies that aimed to understand how and why city gov-
ernments around the globe were investing in public sector innovation, and to
what extent these investments were improving outcomes and well-being for
residents.?22324 |n the years since the OECD conducted its surveys (2018-20),
Europe’s cities have faced new or intensified challenges, including the COVID-19
pandemic, Russia’s war against Ukraine, a sharp jump in energy prices and
a squeeze on living standards, and the ever-growing urgency of the climate
crisis. Atthe same time, the EU has ramped up its commitment to urban
innovation with a number of new initiatives, including the Urban Innovative
Action Programme (part of the European Urban Initiative), the EU Mission for
100 Climate-Neutral and Smart Cities and the New European Bauhaus.?52627
Our new survey updates and adjusts the original OECD/Bloomberg questions
to better reflect this unique context, while still retaining enough continuity to
enable a comparative analysis of results.

More details about the research on which this report is based can be found in
Appendix A on page 51.

2.1 Howis innovation capacity organised within city
government?

In this section, we explore the various approaches that European city govern-
ments are taking to conceptualising, funding and organising innovation capacity
within their administrations. The elements that we examine here fall broadly
under the ‘organisational capabilities’ component of our analytical framework.



Figure 3: The 65 cities thatresponded to the Eurocities Pulse Survey on

innovation capacity (showing which have a formal innovation strategy and which do not).
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Formal innovation strategies

The OECD research suggests that developing and adopting a formal innovation
strategy can be a highly effective way of grounding and giving direction to a city’s
innovation efforts.?® Just over half of the cities in our sample (34 in number,
52%) indicated that they have a formal strategy in place (figure 3 displays this
data). This is the same figure as in the 2018 OECD global survey, suggesting that
cities are making slow progress in developing formal innovation strategies.?®

Our survey did not explicitly assess the scope or quality of these strategies.
But we did invite respondents to provide a link to them, and the 23 cities that
shared a link reveal marked differences in what they understand as a formal
strategy. None of the documents shared appear to be exclusively dedicated to
comprehensive strategies aimed at building public sector innovation capacity.
While some cities such as Reykjavik or Vienna do have strategies that cover
building city government innovation capacity, these are rare. Most were not
focused at all on what we would understand as city government innovation, but
on developing knowledge and innovation economies. Others are focused on
tackling important but specific policy challenges such as the drive to net zero (for
example, the Glasgow Innovation Action Plan or Porto Innovation Hub).303*

Where strategy documents focus on city government innovation (as opposed
to supporting the broader innovation economy), these are predominantly
directed quite narrowly towards the modernisation and digitalisation of
processes and services. Sometimes this might include a particular thematic
focus such as encouraging the development of open data (for example, in
Heidelberg, Pilsen, Istanbul) or data security (for example, Leipzig 2035), or
the use of the city as a test bed for innovative solution (for example, Barcelona
InnovAccié 2030) and to a lesser extent, civil society. 3233

Few had a clearly articulated and formalised approach to strengthening
capacity across their administration. According to de Vries and colleagues’
classification of types of innovation (see page 8), city governments are focusing
more on service and process innovation than governance or conceptual
innovation.3*

There are also significant differences in terms of the framings of these
strategies, with some cities having clearly defined targets and measurable
performance indicators (for example, Istanbul 2030 Smart City Strategic Plan),
and others pointing towards more loosely defined, qualitative objectives (for
example, Fuenlabrada Urban Agenda which aims to promote more open govern-
ment and collaborative decision-making).3®

Some cities such as Bolognha and Cluj-Napoca said that while they may not
have a formalised approach or a specific document that captures their vision
for building innovation capacity, that does not mean that the subject is less of
a priority for their administration. These cities tend to think of innovation more
as a matter of informal culture than formal strategies and direct their efforts on
developing and sustaining this culture.

Approach to building innovation capacity

As well as asking cities about innovation strategies, we asked whether they
adopt a cross-cutting, organisation-wide approach to building innovation
capacity, or instead think about innovation capacity in relation to individual
departments, policy sectors or for specific challenges. More than half (37 out of
65) reported approaching innovation at an organisational-wide level. A third of
cities, by contrast, said they take a sectoral approach, with efforts focused on
specific departments or policy domains.

A handful of cities describe themselves as combining a cross-cutting and a
sectoral approach (Oslo, Barcelona, Nantes and Mannheim) or as moving from
a sectoral to an organisation-wide (Bratislava). Others, like Cluj-Napoca and
Florence, said that rather than approaching innovation capacity holistically or
in specific domains, they are putting the emphasis on building their capacity
through collaboration with external stakeholders.

However, as shown in figure 4, it is important to note that more than two-thirds
(67%) of cities that have a formal strategy approach innovation at a cross-cutting
organisational level and just 15% think about it at a sectoral level. Cities without
a formal strategy seem less likely to think about innovation capacity holistically


https://glasgowcityregion.co.uk/glasgow-city-region-launches-a-new-action-plan-to-elevate-the-innovation-economy/
https://www.bing.com/search?q=porto+innovation+hub&cvid=8d48b32fc55c4cc583a3004f3103e7cb&gs_lcrp=EgZjaHJvbWUqBggAEAAYQDIGCAAQABhAMgYIARBFGDkyBggCEAAYQDIGCAMQABhAMgYIBBAAGEAyBggFEAAYQDIGCAYQABhAMgYIBxAAGEAyBggIEAAYQDIICAkQ6QcY_FXSAQgxOTc4ajBqNKgCCLACAQ&FORM=ANAB01&DAF0=1&PC=U531

- further evidence, perhaps, of the positive benefits of establishing a formal
strategy.

There are no significant differences in these approaches between smaller
and larger cities in our sample. Southern European cities more frequently
indicated that they think about innovation in a cross-cutting way, while Eastern
and Western European cities seem to be quite evenly split between those
where innovation remains a sectoral focus and those with a more cross-cutting
approach.

Innovation teams

Just as adopting a formal innovation strategy can help build a city’s innovation
capacity, so can the creation of a dedicated innovation team - a group of people
tasked with supporting innovation activities within the city administration (OECD
2019; see also figure 7 where a strong innovation team is identified as the fourth
most important supporting factor).

More than a third of the cities in our survey indicated that they have a
separate department or other body dedicated exclusively to innovation, and
only four cities said they don’t have an innovation team at all. Many cities have
cross-departmental task groups or innovation staff dispersed across the admin-
istration - for example, interviewees from our case study city Istanbul explained
that, to support their innovative cross-city open-data platform, they appointed
a data officer to sit in each major department (page 35). Several cities that
selected ‘other’ also indicated that they have a mixed approach that includes
a combination of task groups and more centralised innovation leadership (for
example, Espoo, Oslo, Stockholm and Barcelona).

In an interesting variant on establishing an internal innovation team, some
cities have established city-owned innovation companies (Mannheim, Helsinki,
Limerick) or innovation focused non-profits (Porto) that promote municipal
innovation. Bologna has paired up with the local university to establish a private
foundation to drive its strategic urban transformation projects and implement
radical resident engagement efforts (see case study on page 25). Nantes has a
unique approach that combines a department exclusively dedicated to internal
innovation alongside a second department focused on economic and academic
innovation, as well as a cross-cutting innovation group dedicated to sharing
innovative actions between departments.

Figure 4. How does your city administration approach innovation capacity?

Cities with a formal strategy

Holistically, cutting
across domains
67%
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Cities without a formal strategy

Other
3%

In specific domains
52%

In specific domains
15%

Holistically, cutting
across domains
45%



Figure 5: Does your city have aninnovation team? If yes, where does it sit within the administration?

In a dedicated department/bocy | 23
In task groups from different departments [ NN 10
other | 0
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Inthe Mayor's office | MM 5
In the city manager’s office _ 5
No innovation team | *
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Figure 6: How many innovation-focused staff work in your city administration in total?

more than 15 | 22
Between 10 and 15 _ 8
Between 5 and 10 | 14
tessthan 5 |, 10
No dedicated staff [N 5
otner |G ©
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Innovation-related staff

OECD’s 2018 global survey found that 9% of city administrations had no staff
dedicated to innovation, 29% had less than five staff working on innovation
and only 20% of cities had more than 10 staff. Our survey found that a similar
proportion had no dedicated innovation staff (8%) but a much higher proportion
(46%) had more than 10 staff. This indicates that investment in innovation staff
is on the rise in city governments more generally, or that Europe invests dispro-
portionately in innovation staff or, most likely, some combination of both.

The number of innovation-focused staff in city administrations appears to
be only weakly correlated with city size or wealth (measured in gross domestic
product (GDP) per capita at NUTS 3 level). This means that other factors such
as leadership capabilities may explain the variation we see in overall innovation
staff numbers.
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Vienna, Austria

Population

1.9 million (2022)

GDP per capita

€56,600

Official language
German

Mayor

Michael Ludwig
since 2018 (directly elected,
no term limit)
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Building cultures of innovation

For Vienna'’s innovation unit, building capacity means investing in developing
the innovative mindsets and skillsets of municipal officers. In 2021, the

city launched ‘Innovation Management in the Municipal Administration’, a
bi-annual call to support innovative projects pitched by employees. Around it,
training opportunities, networks and forums have been developed, seeking to
embed a culture of innovation among employees.

Vienna's innovation approach

In 2016, Vienna set out its new
Strategy for Economy and Innovation
which identified 10 fields of strategic
action to respond to major challenges
of the coming decade. ‘Innovative
Urban Administration’ was highlighted
as one of these 10 key fields, following
extensive consultation within the
municipality and partners. The desire
to prioritise public innovation was
clear; less clear at the time was who

was going to drive this agenda forward.

A municipal officer who leads innova-
tion management at the city council
told us that the economic develop-
ment department ended up taking on
the cause of government innovation
simply because “there was nobody
taking it up immediately’: ... it's not
that we are the centre of innovation, ...
but we started to take [up] the subject
of innovation and to test and find out
more”. A few years on, the council has
set up the Innovation Management

Coordination Office (IMCO), with a
dedicated budget to ‘support [innova-
tion] more systematically within the
city administration’.

The IMCO focused on shifting city-gov-
ernment cultural norms and mindsets.
A leader within the unit told us that
there are many opportunities to learn
about innovation methods and tools

if you are an interested employee, so
“it’'s not so much the knowledge [about
innovation] that is missing ... it's still
really the attitude in people’s minds”.
They told us about the need for new
attitudes to working across depart-
mental silos and accepting failure.
Innovation, another employee said

is, “still seen as somehow a separate
entity from everyday business. It's
something you take special care of,
but not everyone has to worry about”.
Unpacking the barriers to main-
streaming innovation into everyday
working means attending carefully to
a range of cultural forces - from habit
(“oftentimes we hear: ‘we’ve always
done it that way, it worked that way, so
why change the way we do it’”) to the
specificities of urban context: “General
Viennese culture is not that conducive
to an innovative culture. In Vienna
we’re proud of our history ... stirring
hunger for the future [is] not always
easy.”

Vienna's Innovation Management
funding call for staff

As part of its drive to foster a culture of
innovation, Vienna'’s city government
has launched a bi-annual call for new
project ideas from municipal staff,
with 1.5 million euros made available
for projects (excluding staff costs),
but, arguably more importantly, inter-
ested applicants are supported by the
city to develop their skills and working
practices in preparation for pitching
theirideas to a jury. Applicants are
offered workshops to build cross-de-
partmental teams and develop their
ideas in a space designed, according
to a representative of the IMCO,



so they can ‘speak openly [...] with
courage’. They are then provided with
pitch training from external partners,
which builds their skills in compel-
ling communication. This training
can provide “a really valuable eye
opener” (in one participant’s words)
and has lasting impacts given “most
employees at the public administra-
tion are not used to promoting their
own ideas”.

Projects that have been supported
range from new uses of artificial
intelligence (Al) to detect fraud to
embedding digital humanism in
technological transformation or
youth democratic engagement
programmes. Each of these initia-
tives contributes to building the
municipality’s innovation capacity,
but the structural mechanism of the
call is crucial for supporting a wider
cultural shiftin the long term. New
formats are being developed around
the call to ‘create a network of people
who have done this’. The half-yearly
Culture4innovation event, for
example, is a space to bring together
municipal officers with political
leaders, to share learnings and
support scaling of successfully funded
projects.

Lessons for building innovation
capacity:

1. Focus on innovation culture.
Cultural change can feel like a
nebulous aim, hard to make concrete
and putinto practice, but Vienna’s
administration is convinced that
shifting working cultures is fundamen-
tal to mainstreaming innovation. In
the pitch trainings, staff from different
departments meet and encounter
new perspectives, from each other
and from the start-up world beyond
the municipality: the clashing of
ideas, languages and habits creates
space for new cultural norms to
emerge. Themed events, such as the
Innovation Conference Vienna held
on ‘failure culture’, can make this
process even more tangible. Failure
can be a challenging topic for public
employees, working under the gaze of
politicians who are reluctant to admit
squandering public resources. Yet,
this conference gives space to learn
from projects that go wrong, which is
fundamental to public sector inno-
vation. Time is spent debating and
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workshopping failure, which allows
employees to develop new perspec-
tives on complex and often unspoken
questions with the power to reshape
their ways of working.

2. Connect those who are already
leading mindset shifts.

Vienna’s administration has been
shaped by both top-down and
bottom-up commitments to govern-
ment innovation. Politicians backed
government innovation as a priority
inthe 2016 strategy, but it took
individuals and department heads
to proactively lead changes in daily
working practices.

One council officer told us, “the next
step [is] to integrate that innovation
community a little bit more ... there
are a lot of people within the city that
know we need to change ... but that
is not on a coordinated level”. Some
departments might naturally be
leading mindset shifts (for example,
those working on climate action
across policy domains or those pio-
neering digital transformations which
are always new (“when your task is to
transform something, you cannot feel
like, we have done it before [...] you
need to approach [it] with a fresh and
new mind”). These individuals who
are already committed to government
innovation can coordinate networks
across the council by working “like a
spider in the centre of the web and
see[ing] which strings are vibrating
and which you have to pull”. But it
also takes structural support and
mechanisms like the Innovation
Management funding call to provide
useful examples.

3. Focus on delivering resident
outcomes early. City government
employees pointed out the differ-
ences between start-up cultures and
those found in city governments.
Pitching ideas in the private sector
can sometimes rely on a beguiling
narrative alone: “They say ‘invest in
me and we’ll create results’”, but in
public service, understandably, given
the pressures of limited resources and
the fundamental need for account-
ability to residents, innovative projects
have the pressure of showing ‘the
flesh of results’ upfront.

The Innovation Management funding
callis alert to this: it manages to
simultaneously pursue long-term,
hard-to-quantify cultural change and
deliver a range of distinct projects
with tangible short-term resident
outcomes.

What’s next?

Municipal staff find cross-departmen-
tal exchange on innovation valuable.
One argued that bi-annual calls and
semi-regular events and conferences
need to be scheduled more regularly
“to exchange more in-depth ideas”
going forwards.

The leadership of the IMCO echoed
this, setting out the need to bring
more visibility to its work. For example,
by multiplying opportunities to bring
political leaders into dialogue with
municipal officers championing
innovation. In the longer-term, they
will strengthen the alignment between
political and operational structures
that are responsible for innovation
and build support for scaling up
investment in capacity building.



2.2 Building innovation capacity: enablers and barriers

In this section, we explore the key enablers and barriers that cities identify as
most important in building their innovation capabilities. Taken together, these
factors can be regarded as the ‘determinants of city innovation capacity’ -
the main reasons why some city governments have more capacity to innovate
than others.

Enablers of innovation capacity

When asked to identify the most important supporting factors of innovation
capacity in their administration, respondents ranked leadership capabilities as
the cornerstone. As illustrated by our analytical framework on page 14, leader-
ship underpins all other innovation capabilities. Without the strong commitment
of political and administrative leaders to public sector innovation, as well as their
ability to inspire and provide strategic direction, any organisational, analytical
and partnering strengths that cities may have will not be exploited to their full
extent.

Survey respondents identified organisational capabilities, in the form of
dedicated staff, teams and funding, as the second most important style of
enabler, below leadership, but above either analytical or partnership capabili-
ties. However, as we will see, cities say they are stronger precisely in analytical
and partnership capabilities, and weakest in organisational ones. These
findings hold true for all regions and wealth levels. Interviewees in our case study
cities, notably Leuven, Espoo and Istanbul (pages 31, 45, 35), all emphasised
the critical role that leaders play in driving innovation. Several said that future
leadership changes could pose a threat to the continuation of innovation
projects. The Eurocities Pulse Mayors Survey casts further light on the impor-
tance of leadership as an enabling factor. Mayors identify a ‘focus on innovation
capacity’ as the second most important strategy in achieving their aims, after
additional funding. And 87% of mayors ‘strongly’ or ‘partially agree’ that their city
will have to innovate because otherwise they will not have enough resources to
deliver their priorities (Eurocities 2024). These striking findings help explain why
leaders have played such a positive role in supporting innovation in Europe’s city
governments.

Figure 7: How important have the following factors been in supporting innovation capacity inyour
city administration? (categorised according to type of innovation capability (see figure 1 on page 12).
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Figure 8: What are the mostimportant strategies for mayors to achieve their priorities? (Eurocities Pulse Mayors

Survey 2024).
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Barriers to innovation capacity

Cities report that the main barriers are related to organisational capabilities -
including lack of dedicated funding, inadequate skills and knowledge, and rigid
human resources (HR) rules that work against hiring or rewarding staff with inno-
vation skKills. Our case study city Leuven established the non-profit Leuven 2030
to drive its climate transformation agenda, in part because the model offers a
workaround to the constraints of typical municipality role profiles, and enables
recruitment of innovation skillsets (see page 31). Respondents also ranked the
lack of leadership from top municipal officers relatively high (lack of leadership
from elected politicians seems less of an issue). By contrast, partnership and
analytical capabilities are not regarded as significant barriers.

Our survey suggests some regional variation in perceptions of barriers.
For example, in Southern Europe the biggest challenges are around HR, not
funding. In Northern Europe, the lack of leadership/commitment from senior
officers emerges as the main barrier. And the lack of data is a more serious
issue in Eastern Europe. Recognising that smaller cities in the region lack the
staff and skills to implement best data practices, Istanbul is supporting its
neighbouring cities to develop capacity via the cross-city B40 open data platform
(see Istanbul case study page 35). These regional differences are just another
helpful reminder that efforts to build innovation capacity in European cities must
respond to local context.



Figure 9: What are the biggest challenges or barriers your city administration

faces when it comes to increasing its innovation capacity?
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Bologna, Italy

Population

390,000 (2022)

GDP per capita
€42,327
Official language
Italian

Mayor

Matteo Lepore
since 2021 (directly elected,
no term limit)
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Fostering co-production with residents

Bologna’s Rusconi Ghigi per Innovazione Urbana (IU) is an independent founda-
tion established to deliver strategic urban transformation projects on behalf of
the municipality. In partnership with the IU, the municipality has pioneered new
civic participation methods to engage residents in the co-production of public
policy and programmes.

The foundation is eager to delineate its
approach from the private sector ora
tech-centric vision of innovation.

Bologna’s innovation approach

In 2018, then-Mayor Virginia Merola,
together with the University of
Bologna, established IU, an indepen-
dent foundation tasked with better
engaging citizens in the design and
execution of major transformation
programmes. Each year the munici-
pality’s senior leadership engages the
foundation to deliver specific strategic
projects.

The foundation is an evolution of the
pre-existing Urban Center Bologna, a
longstanding platform for civil society
collaboration on urban issues, and
builds on years of participation exper-
iments.3¢ In 2014, the municipality
established regulation that allowed
residents and civil society groups to
sign formal collaboration pacts with Bologna for civic imagination
the city. The effort helped cut red tape
and create shared responsibility for
local regeneration projects.

The foundation has departments
responsible for regeneration projects,
cultural projects, proximity and design
(a form of hyper-local human-centred
design), civic imagination and digital
innovation. Under its proximity and
ol design department, the IU has

. established a ‘lab’ in each of the city’s
six districts. Each lab houses two

to three staff from the municipality
and two to three from the IU. These
staff work together to build a deep
understanding of the needs of each
neighbourhood, using that knowledge
to facilitate citizens’ input on new
projects.

For example, the IU led a recent
participatory process to determine
the design of the city’s new tramline.
Similarly, in 2023 the neighbourhood
labs informed the foundation’s
development of a digital twin to map
the city’s mobility and energy sectors,
supporting data-driven decision-mak-
ing and modelling the impact of
sustainability interventions. The |U

is now facilitating civic engagement
around the municipality’s new schools
regeneration programme.



Lessons for building innovation
capacity:

1. Use a partnership model to

work around rigid HR and funding
constraints. Italian public sector

role profiles are fixed at the national
level. Before the U, the municipality
struggled to recruit for skills outside
of classic profiles (like administrative,
engineer, architect, IT and lawyer). As
a private foundation, the IU can hire
outside these rigid roles to bring in
new and flexible skillsets. The IU can
apply for European and other types
of regional funding more complicated
to access for the municipality. This
flexibility prevents the city from having
to outsource key responsibilities to
external consultancies. The IU can
embed and build on learning from
each project. Over time, the influx of
new skKills in the foundation has also
led to cross-pollination of skills with
the municipalities’ existing staff. “We
are seeing enhanced skills across both
organisations.”
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2. The city’s participation efforts

are supported by a long history of
local activism. Bologna has a history
of civic culture and innovation. It was
the first municipality in Europe to offer
citizens free internet access in the 90s
and is recognised as one of the most
progressive cities in Italy - as typified
by the mayor’s recent move to grant
honorary citizenship to any child born
in Bologna. The |U’s leadership notes
that certain segments of society have
always been very proactive about
engaging in local policy. Bottom-up
pressure continues to push Bologna’s
city leaders to make robust civic partic-
ipation part of their operating mode.

3. To build effective relationships,
the IU dedicates resources to open-
ended research.

‘Proximity’ is a key principle cutting
across the |U’s strategy and projects.
The foundation sees citizen engage-
ment at the neighbourhood level

as key to its attempts to foster trust
and participation. Crucially, a good
portion of staff time is invested in the
discovery and exploration of residents’
needs. Within the six district labs,
staff go out into the community and
undertake ‘listening’ activities. These
district staff are a fixture at local
community events and happenings,
even those where the municipality
and IU do not have an active agenda.
They develop the expertise to design
citizen engagement processes that
respect hyper-local preferences about
when, where and how to engage. Their
presence ensures the city is not just
communicating its goals ‘out’ to the
community, but investing in long-term,
context-specific relationships that

g0 beyond a one-off participation
process.

What’s next?

In the context of political polarisation
across Europe, complex challenges
like the climate crisis are generating
new kinds of conflict. A municipal
officer described how these conflicts
leave them “really sandwiched
sometimes” between groups contest-
ing the inherent trade-offs climate
mitigation and adaptation measures
demand.

In 2022, Bologna was selected as
one of the EU’s 100 Climate-Neutral
and Smart Cities by 2030. IU has
been helping the city to engage local
partners in the new mission and
build awareness in local districts. The
municipality also recently launched

a new alliance at national level
bringing together enterprise, the third
sector and activist communities to
collaborate on how to achieve a just
transition. The IU will organise the
alliance’s second annual forumin
early December 2024. The process
will put the IU’s philosophy to the test:
will the city’s years of investment in
civic engagement help it deal with
the polarisation that is hampering
progress on climate actions in other
cities across the continent?



2.3 Innovation areas and activities

This section explores policy areas where cities are directing their innovation

efforts and the types of methods that they are using and appear most comforta-

ble with.

Policy areas

As we have seen, many European cities in our sample have established

cross-cutting innovation teams. But our survey shows some clear patterns when
it comes to where cities are directing their efforts (see figure 10). First, city gov-
ernments have been focusing on digitalising their internal processes and public

services. Second, they have been concentrating on climate action, economic
development and mobility or transport.

Resources are limited so it makes sense for a city government to focus
innovation efforts on some challenges but not others. Especially as some of
the top policy areas in figure 10 align with mayoral priorities as revealed by the
Eurocities Pulse Mayors Survey (Eurocities 2024).5” However, cities are paying
little attention to areas such as housing, social inclusion, migration integration
and community safety, even though these are often of high concern to citizens,
especially from poorer or vulnerable communities.

Hardly any cities are taking innovative approaches to procuring goods and
services - even though procurement is used to advance a range of important
objectives, including supporting small and diverse-led local businesses and
social enterprises, fostering ‘community wealth building’, promoting good
employment and other business standards, and supporting environmental
sustainability.

Figure 10: Which of these policy areas have been the main focus of your city administration’s innovation work?
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Figure 11: How often does your city administration use the following innovation activities?
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Familiarity with different innovation approaches and methods

As mentioned in the introduction, an array of approaches and methods have

90%

100%

been developed to help advance government innovation. Our survey shows that

European cities make wider use of some than others (figure 11).

Cities are more familiar with innovation activities that build on their part-
nership capabilities, namely, through a strong focus on engaging residents in
new ways of collaboration and open innovation. This is followed by activities
that build on analytical capabilities, with a strong focus on developing new

services and solutions based on digital technologies, deploying human-centred

design approaches that foreground the experiences of residents and their

environment,® and using more data-driven analytics and evidence to inform the

policymaking process. In comparison, respondents report a lower prevalence
of activities that rely more heavily on organisational capabilities, including
mission-oriented innovation, trying untested approaches and taking risks, and

reforming organisational structures.

Cities reported limited use of foresight methods and scenario planning, and
only 20% regularly use behavioural science insights. This suggests a need for
further support to help them take full advantage of these potentially powerful

tools. Responses also confirm that cities are investing less in innovative

approaches to procurement as well as financing.

Cross-referencing these responses with the data on the existence/inex-
istence of formal innovation strategies (see figure 3), we find that, as already

suggested by OECD (2019), cities with a strategy tend to be more familiar with a
wider range of innovation activities (see figure 12). There are two possible expla-

nations for this: either adopting a formal innovation strategy encourages cities
to employ a broader range of methods, or cities experimenting with different

methods across departments eventually recognise the benefits of establishing a

coherent strategy.



Figure 12: Innovation activities for cities with and without formal innovation strategies.
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In addition to asking how frequently cities use specific innovation activities or
methods, the Eurocities Pulse Mayors Survey asked mayors about the inno-
vation methods they believe their city would benefit from the most (Eurocities
2024). Cross-referencing these two surveys reveals some marked differences
between officers and political leaders.

Looking at the results in figure 13, municipal officers mostly value innovation
training that strengthens organisational capabilities, including training in
mission-oriented innovation (43%); rethinking approaches to financing and pro-
curement (37%) and organisational change (35%). Political leaders, by contrast,
place greater emphasis on building a team’s analytical capabilities, such as
through data-driven analytics (59%) and new services based on digital technol-
ogies (46%). Mayors also prize innovative approaches that foreground resident
experiences, including the use of human-centred public service design (43%)
and engaging residents in new ways (28%). This suggests some disconnection
(or complementarity) between technical and political priorities when it comes
to capacity building that warrants further exploration. As the public face of city
government, mayors may prioritise improving resident experience and tools
that help with tough decisions, whereas technical staff may prioritise capacity
building to enhance internal processes.



Figure 13: Which types of training in innovation methods would your city administration benefit from the most?
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Leuven, Belgium

Population

266,000 (2022)

GDP per capita

€38,500

Official language

Dutch

Mayor

Mohamed Ridouani
since 2018 (appointed by the
regional government, no term limit)
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Building coalitions around climate missions

In 2014, the Flemish city of Leuven established the non-profit Leuven 2030 to
drive its ambitious mission to achieve climate neutrality. This innovative model
was established to ensure collaboration between knowledge institutions, local

government, business and citizens.

Leuven’s innovation approach

In 2013, under the guidance of
(then) deputy mayor for education,
sustainability, economy and urban
development, Mohamed Ridouani,
the city invited local university KU
Leuven to map out scenarios for how
Leuven might achieve net zero - and
the findings emphasised the need for
all sectors to come together to drive
change.

To bridge that gap, the city launched
Leuven 2030, a non-profit that brings
together more than 600 local busi-
nesses, universities and civil society
groups in an innovative governance
structure to coordinate collective
action on sustainability.

In its first few years, Leuven 2030
established its governance model.
The membership of key groups
gathered data on Leuven’s emissions
and environmental conditions such as
air quality and launched pilot projects
including a new circulation plan for
the city centre, a celebrity-driven
campaign to get residents to switch to
green-energy suppliers, and a project
to hold local businesses accountable
for reducing the emissions of non-resi-
dential buildings.

Leuven’s roadmap to 2050

In 2019, Leuven 2030 published
aroadmap to 2050, outlining the
city’s long-term vision for achieving
neutrality and the steps each sector
would need to take to get there. The
roadmap sets out an ambitious vision
for green energy, the transport sector,
emissions-neutral building projects,
and green spaces, as well as circular
economy projects to reduce consump-
tion and waste. It also puts social
justice top of the agenda for Leuven’s
climate transition and foregrounds
the involvement of young people in
new projects.

Today, Leuven 2030 is bringing

its members together to develop
concrete projects that deliver on

the roadmap. Members are working
collaboratively to deliver more than
86 experimental projects and Leuven
2030 helps these projects find public
funding and private finance.

One such project has been the devel-
opment of a new heat network under
the city’s historic central market. The
project required careful diplomacy
to secure the support of local busi-
nesses and those concerned about
threats to the area’s many listed prop-
erties. Leuven 2030 worked to build
buy-in for a neighbourhood-based
energy strategy and in 2023 secured
European subsidies to support

the rollout.



Lessons for building innovation
capacity:

1. To cultivate shared responsibility,
share power. Leuven 2030’s gover-
nance structure is radically partici-
patory and supports the distribution
of decision-making. The board is
composed of 18 directors, organised
into six trios representing citizens,
business, civil society, knowledge
institutions, local government and
supra-governmental organisations.
The board of directors meets every
three months to debate strategy and
work through roadblocks. Meetings
provide a ‘safe environment’ to debate
nuanced issues. Twice a year, key
decisions are brought to the General
Assembly for debate. The project’s
director emphasises that they con-
stantly innovate to get the governance
right.

2. Make use of positions ‘“‘not inside
but not outside” government. Leuven
2030’s headquarters is based within
the municipality’s central office, which
has facilitated easy communication
with peers within the city adminis-
tration and helped to build support
internally. It has also helped them
operate as a neutral organisation
building trust and communicating with
the whole city ecosystem.
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3. Recognise the importance of
place. Staff say that Leuven is a
city with a rich and progressive civic
culture, thanks in part to its large
student population (60,000 out of
100,000 inhabitants) and strong
knowledge economy (home to KU
Leuven, one of the most prestigious
universities in Belgium). Leuven’s
scale may also be a key factor: as

a small city, the physical proximity
between various institutions and
citizens has been credited as a big
facilitator of collaboration.

4. Create space for new skillsets.
Leuven 2030 has a modest team

of eight people working full time,

and operates on a mix of funding
from city government and diverse
local partners, including universi-
ties, hospitals, energy companies,
banks and building firms. It also
benefits from European Commission
subsidies, but these fluctuate each
year. As one team member says, “We
are small, lean, mean, empowering
other parties to take leadership as
much as possible.” The team have
skill sets that are differentand
complementary to those traditionally
seen in local government.

Leaders can drive a culture of innova-
tion, even without a formal strategy

or infrastructure. Mayor Mohamed
Ridouani (who, having launched
Leuven 2030 as deputy mayor, was
appointed to the top job in 2018)

is committed to supporting ideas,
experimentation and “working lean”,
as the municipality’s chief executive
puts it. His staff note that the mayor is
great at listening and it helps that he’s
studied innovation and leadership.
Perhaps surprisingly, the city has a
manifesto rather than a formal innova-
tion strategy and its administration is
light on approval structures, affording
lots of freedom to line managers,
department heads and directors to
take decisions independently.

What'’s next?

In 2022 Leuven was one of the

100 cities chosen by the European
Commission for the mission ‘100
Climate-Neutral and Smart Cities
by 2030’. With this mission, Europe
supports the selected cities with
expertise, funding and other
resources. Leuven 2030 are just
beginning to see the benefits of this
selection, which they acknowledge
brings increased credibility to the
effort internally and with international
partners.



Figure 14: If your city administration receives funding that supports
your capacity to innovate, where does this funding come from?
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2.4 Funding to support innovation capacity

We have seen that European cities identify the existence of innovation funding as
a leading enabler in building innovation capacity (figure 7), while a lack of funding
dedicated to innovation work topped the list of barriers (figure 9). This section
investigates the sources of funding for building government innovation capacity
looking, in particular, to the role of the EU - a major funder in the continent.

The importance of dedicated funding to support innovation capacity

When asked about the availability of funding, 71% of cities reported that their
municipal budget included funds to support innovation work - lower than the 80%
recorded in the OECD survey (OECD 2021). The leading source of this funding

is the EU: 82% of the cities that have funds to support their innovation capacity
say that (at least some of) this comes from the EU. Leuven, for instance, partially
relies on EU funds to sustain the non-profit Leuven 2030, which drives the city’s
climate mission and scale innovative climate projects (page 31). The other

most common funding sources are the cities’ normal operating budgets, central
government and special funds approved by the city councils.

Cities in southern and eastern parts of the Europe appear to get more support
from the EU than their counterparts in the north and west. This isn’t surprising
as we would expect to see wealthier cities depending less on external sources.
However, the relative importance of EU financial support for cities above versus
below the sample’s median GDP per capita is not as pronounced as the east-
south versus west-north divide.

A total of 22 cities provided further qualitative details on innovation funding,
including examples of specific EU initiatives that had helped them address
innovation challenges, while also pointing to the limitations of this funding. First,
considerable time and effort can go into trying to secure funding, sometimes suc-
cessfully, sometimes not. Second, it often comes with stringent terms, requiring,
for instance, matched funding from other sources. Third, respondents noted that
while EU and other funding can help cities experiment and establish a ‘proof of
concept’ it rarely enables the scaling up of promising innovations. As explained by
the respondent from Leuven, it is one thing to get funding for the ‘next cool idea’,
quite another to get funding to sustain an innovation project for the long term. In
so far as cities have managed to secure funding for taking innovations to scale, it
has often come from regional government, not the EU.

Finally, very little funding for municipal innovation comes from the business or
not-for-profit sectors. Only two cities (Barcelona and Belfast) mentioned pri-
vate-sector funding, mainly in the form of in-kind support for innovation projects.
And there was hardly any mention of innovative funding mechanisms such as
bonds and municipal investment funds.®



EU support to city As we have seen, the cities in our survey identify the EU as the most important

funder of municipal innovation activity, even above city governments’ own

innovation activities resources and despite the fact that 12 of the cities in our sample come from

non-member states.

We also asked city administrators about their views on EU innovation
funding programmes and how these could be strengthened. The great majority
see some value in EU funding for innovation, with only 4% reporting that the
costs of participating in EU programmes outweigh the benefits. However, views
as to the value of EU support for municipal innovation vary widely, with around
a quarter fully affirming its value, another third reporting that EU support is
helpful but only when matched by city funding, and 28% saying it is only partly
helpful because it does not tend to address the specific needs of the city.

When it comes to strengthening EU funding, cities want to see more bespoke
support, more support for long-term capacity needs, and closer alignment
between innovation funds - often quite short-term and modest - and larger
EU funding programmes. So far, the EU’s attempts to bridge this gap by linking
innovation-focused programmes (like Horizon Europe and the European Urban
Initiative) with long-term investment schemes (like the European Regional
Development Fund) have had limited success.

Figure 15: Ifyour city can access EU initiatives supporting innovation capacity,
doyou generally find the support to be aligned with the needs of your administration?
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than the return on investment
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34%

Partially, because EU initiatives
often do not directly address the
specific issues faced by my city
28%
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must be complemented by strong local investments
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Ifyour city can access EU initiatives supporting innovation capacity,
how do you think these should evolve to respond to your needs?
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Istanbul, Turkey

Population

15660 000 (2023)

GDP per capita

€15,372

Official language
Turkish

Mayor

Ekrem Imamoglu
since 2019 (directly elected,
no term limit)
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Supporting open data across the city and beyond it

In 2021, Istanbul helped found the B40 cities network, a platform for coop-
eration between more than 20 cities in the Balkan region. As part of the
network, Istanbul has established a new cross-city open data platform. The
municipality is taking a leadership role to help other cities in the region main-
stream best practices around open data and data-driven decision-making.

Istanbul’s innovation approach

Istanbul’s municipal ecosystem
encompasses 32 companies and
more than 90,000 staff serving a
population of over 16 million. Over
the past decade, the municipality

has made large investments in

its capacity to use technology to
support residents. In 2016, the city
established a ‘smart city department’,
tasked with increasing the quality of
life for citizens by enhancing techno-
logical infrastructure. The department
has focused on democratising data
access and promoting transparency.
In 2020, the city launched an open
data platform on which it publishes
anonymised data from across its
departments.

The city’s data team produces
forecasts and simulations using local
datasets, for example, to predict
traffic flow changes during the school
break. It also makes data accessible
to researchers and citizens. Among

the datasets most in demand among
partners are those focused on
mobility. Now in its fourth year, the
platform has had over five million
visitors to date. To contribute data

to the platform, the city established
open data and smart city governance
managers within each city department
who are responsible for cleaning and
sharing datasets.

Istanbul’s B40 Open Data Platform

In 2021, cities across the Balkans
founded the B40 network, which
comprises 23 members to date,
including Istanbul, Sofia, Athens,
Bucharest, Zagreb and Skopje. Cities
in the network meet twice a year in
person, with cities taking it in turn

to host. At the first major meeting,
participating mayors identified data
capacity as a common priority, and
established a Smart Cities and Digital
Transformation Working Group. Tech
and IT leaders from each participating
city gathered to brainstorm collabo-
ration opportunities and agreed on
creating a shared, cross-city, open
data platform as a first project.

In 2022, the network launched the
B40 Open Data Portal. The platform
is hosted by Istanbul Metropolitan
Municipality and serves as a common
data repository for cities within the
network. Istanbul city government,

by far the biggest in the network,
supports other cities in gathering,
cleaning and translating data. It
provides a shared policy framework to
guide cities on best practices in data
sharing. The portal offers a low-re-
source path for cities that are new to
the practice to start opening up their
datasets.

The portal provides easy access to
data published by member cities,
drawing on data from city depart-
ments and city subsidiaries. It allows
users to review and compare datasets
from across multiple cities in the
region. To date, it hosts more than
640 datasets from 12 cities, in four
languages and representing nine data



categories (mobility, environment,
security, economy, energy, life,
governance, society and IT) and six
data formats.

Lessons for building innovation
capacity

1. The platform’s success relies on
mayoral buy-in. Mayors are the main
sponsors of the B40 network and their
leadership was crucial to getting the
platform off the ground.

2. Smaller, resource-limited cities
face high barriers to learning and
adopting new data practices. The
scale of cities in the B40 network

is extremely varied: while Istanbul
has upwards of 16 million residents,
others in the network have as few as
30,000. In line with scale, smaller
cities’ resources and priorities are
different, and it can be hard to justify
investing in long-term capacity
building. Istanbul colleagues admit
it remains a struggle for some of
these smaller cities to engage in the
platform. While they want to give
better services to their residents,
smaller cities often don’t have
technical or innovation staff with the
remit to work on data. While this poses
an ongoing challenge, it also speaks
to the value of the new collective
platform.
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3. Location data has emerged as a
critical complement. Chief Innovation
Officer, Istanbul. Recently, the city
kicked off development of a digital
twin. Istanbul lies on a major fault line,
and the city is already using its digital
twin to assist with disaster planning
and map out first aid response
scenarios. Going forward they plan to
use it to support the development of
new transport infrastructure. They are
advocating for the value of the twin
with other cities in the group.

What’s next?

Istanbul recently launched a new
series of hackathons to promote the
Open Data Platform and to encourage
solution and idea sharing between
B40 cities. In a context of ongoing
tension between national and regional
governments, Istanbul is determined
to demonstrate how cities can work
independently of national government
to build collective capacity and drive
regional collaboration and best
practices.



2.5 Data and collaboration

At the start of this report, we identified four core capabilities - leadership, organ-
isational, analytical and partnership - that shape a city’s innovation capacity.
Our survey findings suggest that cities recognise leadership and organisational
capabilities as particularly important, with the latter presenting the greatest
challenge. In light of this, we have primarily focused on what our survey reveals
about the building blocks of organisational capabilities, such as the availability
of dedicated innovation staff, innovation funding and use of innovation methods.

In this section, we look in more detail at what our survey tells us about data
and collaboration, which are key for analytical and partnership capabilities.

Use of data and analytics

We asked cities to rank the challenges they face in using data and analytics to

support innovation. Overall, the greatest challenges are cities’ ability to access
and integrate data across organisations and policy areas, followed by a lack of
resources (staff capacity and funding).

Data challenges are more prevalent in Eastern and Southern Europe, where
many cities still face difficulties with both data availability and the capacity to
process the data they do have. Meanwhile, in the north and west, the biggest
issue is data sharing and compatibility across agencies and sectors. We also
note, as already seen, that cities make little use of some powerful analytical
tools including behavioural science and foresight methods. So while the
situation is not as critical as for the case of organisational capabilities, there is
still plenty of room for improvement in European city governments in relation to
analytical capabilities to harness the power of data.

Figure 17: How challenging are the following factors when it comes to optimising
your city administration’s use of data and analytics to support innovation work?
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London, UK

Population

9,000,000 (2020)

GDP per capita

€67,532

Official language
English

Mayor

Sadiq Khan

since 2016 (directly elected,
no term limit)
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Taking a tech-agnostic approach to digital innovation

Since 2019, the London Office of Technology and Innovation (LOTI) has
supported boroughs across London to share data and strengthen innovation.
Today, LOTI is increasingly focusing on collaborative, cross-borough service
design responding to the city’s most intractable problems - from home-
lessness to the climate crisis and the need to reform social care. Their latest
pan-London scaling of an Internet of Things (loT) initiative demonstrates how
LOTI grounds digital solutions in resident needs and holistic system change.

technology, data and processes, so
capacity needs to develop across
those arenas.

London’s innovation approach

London’s nine-million-plus population,
spread across 32 boroughs and the
City of London, calls for innovation
capacity at scale. LOTI responds to
this as a ‘city-regional’ innovation
office working across borough bound-
aries. As a representative told us, LOTI
started life “behind-the-scenes...
fixing the plumbing” by, for example,
joining up datasets and providing

a network for borough-level chief
innovation officers and chief digital
officers. Since early 2023, however,
LOTI has evolved as an active innova-
tion partner working practically with
councils on service delivery - focusing
on listening to officers working on

the ground in boroughs and defining ) o 4o InnOvaTe Programme
strategic priorities in response.

Between 2021 and 2023, five
south-London boroughs piloted the
InnOvaTe Programme to test how loT-
enabled sensors could be used to help
solve cross-borough challenges. The
pilot began with an eight-week design
thinking programme in which council
officers identified their most pressing
challenges, from flood prevention, air
quality to fly-tipping. loT interventions
were then designed and tested to
inform council responses to these
issues. These interventions meant
investing in new data-driven deci-
sion-making processes and training
officers in front-line services “where
innovation really hasn’t [yet] come into
play”. Independent evaluation from
the University of Essex measured and
reported publicly on the impact of
each intervention.

LOTI’'s approach to building innova-
tion capacity is holistic: innovative
problem-solving, relying on people,

In 2024 the programme was
expanded across London, focusing
initially on one use case: detecting
damp and mould in social housing.
LOTI tested a framework for collabora-
tion which harnesses the experience
of the teams involved in the pilot,
prevents data silos and unnecessary
duplication, and fosters loT adoption
across the city by sharing knowledge



and speeding up procurement. Up

to 200 sensors are being rolled

outin 18 boroughs, to feed into a
pan-London data platform which will
inform public health, retrofitting and
housing policy. This platform, rooted
in shared data standards and ethics,
aims to allow policymakers to analyse
challenges as they unfold across the
city (for example, by identifying trends
in fuel poverty or types of housing
stock vulnerable to damp and mould
throughout London), anticipating
future resident needs and designing
responses to them.

Lessons for building innovation
capacity

1. Focus on resident outcomes.
LOTI's loT work is ‘outcome-driven’
(and data-enabled), rather than
‘data-driven’. Its outcomes-based
methodology focuses on resident
realities rather than on the latest
‘smart city’ technologies. One LOTI
representative told us that, over the
past decade, they’ve felt “massively
underwhelmed, quite sceptical, bor-
derline cynical” about past smart city
initiatives, so it has been refreshing to
see how recent London loT initiatives
approach digital technology pragmat-
ically as the means rather than the
ends of innovation. In the Pan-London
loT Declaration, LOTI and its partners
set out their aim not to chase trends
in technology markets, but to lobby
providers to offer the flexible tools
and services they need. This focus

on outcomes also helps LOTI to forge
collaborations with different actors
who may disagree about methods
and approaches but recognise shared
goals.
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2. Bring together coalitions of

the willing. LOTI, based at London
Councils (a collective representing
London boroughs), has been able

to convene a growing number of
boroughs since it was launched.
Initially, 15 boroughs joined, showing
commitment to LOTI's work by paying
a membership fee, and, as the value
of LOTI’'s work building innovation
capacity has become clearer, that
number has risen to 28. Similarly,
LOTI’'s pan-London loT work began
with an invitation to members to
take part and growing numbers have
been expressing interest since. This
approach to collaboration follows
LOTI’s spirit of being “relentlessly
pragmatic”, starting where there is

existing interest and low-hanging fruit.

3. Build public trust. LOTI’s work
is founded on shared standards of
openness, transparency and ethics -

expressed in guides like the ‘Emerging

Tech Charter’ and the ‘London

Data Charter’. The Pan-London loT
Declaration commits the project to
be “open about the technology used,

including why and how it is used, what
decisions will be made with it and who

is making those decisions”. Investing
in trust-building with the public, the
project shares case studies and
lessons learnt (both from successes
and failures) in easily accessible
online public spaces. One lesson
learnt during the initial InnOvaTe pilot
was that trust can easily collapse
around digjtal innovation in public
space: a conspiracy theory gathered
force around an loT intervention

in parks which led to members

of the public vandalising sensors
and rejecting the intervention. This
highlights the need for government
innovation capacity to be built
holistically, prioritising softer skills
like narrative-building and communi-
cations alongside data science and
technology.

What next?

With practical work now underway

to deploy loT sensors at scale across
multiple boroughs, LOTI intends

to explore other loT-enabled use
cases that might benefit residents. A
particular area of interest is in building
richer data that can support the city’s
net-zero goals and adaptation to the
climate crisis. With its focus on holistic
innovation, LOTI plans to combine the
use of new technologies like loT with
more rigorous design thinking and
service design to ensure that inno-
vation in technology is matched with
equal innovation in the service models
and ways of working it is applied to. To
this end, LOTI will be piloting the use

of a local authority sandbox - a place
where new technologies and service
models can be tested and evaluated
on realistic mock-ups of key local
government service areas.


https://loti.london/resources/loti-outcomes-based-methodology/
https://loti.london/resources/loti-outcomes-based-methodology/

Collaboration forinnovation capacity

The cities we surveyed find it relatively easy to collaborate with other public
sector, private, not-for-profit and community partners in driving change. This
reflects the relatively strong ‘civic’ culture characteristic of many European
cities - or at least those that responded to our survey - with long-established
city governments and civic institutions, including universities, business groups,
citizen organisations and national and international city networks.

Respondents identified universities and think tanks as their most important
partners in building innovation capacity. Aimost all of our case study cities
(including Leuven, Bologna, Cluj-Napoca, London and Espoo) made explicit
reference to the vital contribution that university partnerships have made to their
innovation efforts, often by offering research and expertise in critical domains.
These partnerships are followed in importance by partnerships with other cities
and city networks, the private sector, and the EU (once again, we should recall
here that 12 out of 65 cities in our sample are from outside the EU). Sixteen
of our survey cities also provided qualitative examples of partnerships that
have been particularly impactful. These tended to single out the importance of
universities and cross-cutting networks that bring established businesses, start-
ups, universities, not-for-profits and other public sector organisations together
around a single or limited set of goals (for example, net zero). Our case studies
also highlight the importance of partnerships with businesses and civic groups.

Figure 18: How important has collaboration with the following
stakeholders been in building innovation capacity in your city administration?
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Cluj-Napoca, Romania

Population

286 600 (2021)

GDP per capita

€24 830 (2023)

Official language
Romanian

Mayor

Emil Boc
since 2004 (directly elected,
no term limit)
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Collaborating with universities and neighbouring cities

In Cluj-Napoca, public sector innovation has developed organically through
close collaborations between the municipality and six local universities. Over
nearly two decades, partnerships have been strengthened and gradually
formalised around a series of shared goals and projects. Most recently, univer-
sities have been pivotal in supporting the development of the ‘Rural-Urban Hub’
- a new initiative convening an ecosystem of neighbouring municipalities, civil
society and businesses around the aim of fighting depopulation and reducing
inequalities between Cluj-Napoca and its rural areas.

Cluj-Napoca’s innovation approach

In 2007, the recently elected mayor of
Cluj-Napoca (who also happened to be
a university professor) asked local uni-
versities to participate in developing

a new city strategy. At that time, there
was “a lot of distrust between civil
society and our local government”, but
the process of co-designing the city
strategy was pivotal: “for the first time
[city government, civil society and
universities] realised that perhaps
there is common ground. Perhaps
there are ways to innovate together”.
Six hundred people came together in
working groups addressing different
sectors of the city; this meant “a lot

of public meetings, a lot of debates,

a lot of quarrelling about different
things, but also a lot of collaboration”.
The city government realised that

“the role of public administration is

not necessarily to be the main actor.
It should... steer things in the right
direction ... facilitate, create frame-
works to help different community
stakeholders to do their thing, but not
necessarily to tell them how to do it”.

Since then, innovative approaches

to governance have developed
organically through collaboration

with the universities and wider

civil society. What began as ad-hoc
partnerships, often rooted in personal
contacts of municipal officers, has
become a “very dense network of
interaction [where] there are so many
nodes and points of contact”, and
ever-multiplying joint proposals for
projects in diverse policy areas. Across
the administration, collaborations
have “become more formalised”,

for example, the new education hub
which connects all university, school
and lifelong learning organisations

as innovation partners to the admin-
istration. As a municipal officer told
us, Cluj-Napoca’s administration

has gradually grown in confidence
and, “being surrounded by all these
layers of expertise from universities
and from the ecosystem, we started
to understand that what we are

doing can be labelled [as govern-
ment innovation] and put in this
framework”. However, in practice, the
label of ‘government innovation’ is
rarely used, and they do not have a
dedicated innovation team, something
that is seen as a potential advantage
- if no one is specifically tasked with
delivering innovation, then it becomes
everyone’s task.



Cluj-Napoca’s Rural-Urban Hub

Recently, the university-city
government partnership has

been instrumental in catalysing a
broadening of the public innovation
ecosystem beyond the boundaries of
Cluj-Napoca. The Rural-Urban Hub,
inspired in part by the EU’s prioritisa-
tion of cohesion between rural and
urban territories, is a new collabora-
tion between Cluj-Napoca’s admin-
istration and several neighbouring
municipalities and local stakeholders.
Together, they solve shared problems,
especially focusing on the population
brain drain and uneven development
of the region.

Romanian local government is strong
but very fragmented, which caused
some legislative complications. As
one senior officer said, “We didn’t
want to challenge the Constitution

of Romania [...] but the Constitution
does not forbid you to do pilot
projects.” As public administrations,
she continued, “We need to look for
what the law does not forbid: if it's
not forbidden, it’s allowed.” With the
guidance of experts at the university,
the Rural-Urban Hub launched as a
pilot, flying ‘under the radar’ until it
had gained widespread support. The
university and city administrations
established a co-design process with
a wide range of partners in the area,
tackling key challenges and solutions,
while aiming “to create a balance...
an equal relationship with the people
in the rural area, and with the people
in the university”. During discussions
about how new transport links and
digital infrastructure could benefit the
areas around Cluj, there was space
for critical questioning of proposals,
“empowering the administration and
the [local] people to ask, ‘What should
we say no to?’” For example, the hub
has resisted proposals to build on

a natural area and instead invited
European youth camps to the site to
observe pollination.
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Lessons for building innovation
capacity

1. Develop an ecosystem (not an
‘ego-system’). Individual leaders have
been fundamental to building innova-
tion capacity in Cluj-Napoca. One city
officer noted that partnerships are
founded on personal relationships
and trust building, “people talking

to people, not institutions to institu-
tions”, and mayor Boc and his team
provided political leadership without
which government innovation might
never have taken off in Cluj-Napoca.
However, over time, the momentum
behind government innovation has
relied on the development of a wider
collaborative culture, identifying
“common goal[s] with a buzz”, setting
aside personal egos and being open to
the unexpected. This ecosystem feeds
avirtuous cycle where new partners
are open to collaboration (despite
limitations of funding and workload)
because they know that the municipal-
ity is committed in the long term.

2. Be open to international
networks, research and best
practices. Another cultural shift

that has bolstered the resilience of
Cluj-Napoca’s innovation ecosystem
is the ‘international opening’ that

has flourished in the city. A city officer
observed how Cluj-Napoca is “willing
to engage with other municipalities
and host international events”

that bring the latest approaches to
government innovation to the heart
of debates within the administration.
The EU funding and support that
Cluj-Napoca received in 2015 with
the European Youth Capital brought

a new energy to the administration,
and the Rural-Urban Hub is inspired by
the new European innovation agenda
and cohesion policies. Collaborations
with the universities and private
sector stakeholders with international
outlooks have equally helped city staff

to recognise the value of different
kinds of expertise and data. One
professor noted, “overall they are a
lot more open to what's being done in
other places”.

3. Learn from failure and confront
limitations. In 2020, Cluj-Napoca
narrowly missed out on being awarded
the European Capital of Culture.

The administration was riding high

on the success of its year as Youth
Capital, so this rejection, according to
a senior city officer, “was a very hard
shock”. However, ultimately “it had a
good effect because it really put us
collectively in a perspective that: it's
not about getting acknowledged or
the label, it's about the work”. They
still had the people, energy and plans
for the year and so went ahead with a
celebration of culture without the title
or funding. Lessons can be learned
from accepting failures and the inevi-
tability of uncertainty. “To say ‘I don’t
know’ is one of the greatest powers

of a public servant”, one municipal
officer reminds us, because you’re not
unafraid of being exposed and open to
collaborative discovery.

What next?

Everyone we interviewed in Cluj-
Napoca identified how fundamental
the leadership of Emil Boc, the city’s
long-term mayor, has been in the
development of the municipality’s
innovation capacity. In the coming
years, one university professor told
us, the real test of the partnership will
come “when Mayor Boc leaves office.
My hope is that what has started
because of him [the organisation] has
gained enough maturity to survive this
test”. Others within the ecosystem

are increasingly confident that this
level of maturity has been reached.
As one municipal officer told us, the
city government and its partners “will
keep going with the same approach,
no matter who is in charge”.



2.6 Innovation outcomes

Finally, we asked our cities to reflect on their experience of building innovation
capacity and supporting municipal innovation. Although only a few cities take

a wholly negative view of their innovation efforts and the majority report doing

at least moderately well (figure 19), this assessment appears to be based on
relatively weak foundations. Only 21% of surveyed cities systematically and com-
prehensively assess both their innovation strategy and programme outcomes,
with a large majority (63%) evaluating only some elements of their strategy or
outcomes and a further 15% suggesting they either do not currently engage in
any form of evaluation or consider it too early to do so. In Espoo, city interview-
ees noted a growing need for robust evaluation of mission-led work and youth
engagement efforts. Municipal officers hope that impact metrics will help secure
the city’s long-term investment in these practices, which they see as vulnerable
to funding and leadership changes (page 45).

We also asked both mayors and innovation officers about areas where inno-
vation is most successful. There was broad alignment in responses, with some
notable exceptions. Interestingly, both groups judge that innovative approaches
are helping anticipate and manage future challenges, even though an earlier
question suggested that cities are making little use of foresight methods.
Municipal officers were more likely to report that innovation was helping them
engage and collaborate with more diverse stakeholders (58% against 23%) but
less likely to report that it was generating new sources of revenue or resources
for the city - indeed, only 3% reported it was helping in this area, against 21%
of mayors.
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Figure 19: How is your city administration doing in meeting its innovation goals?

Itis going poorly: we are meeting
few or no innovation goals

3%

3%

Too early/cannot yet say
17%

Itis going so-so: we are
meeting some innovation
goals, but not others
42%

Itis going well: we are meeting
many or most innovation goals
35%



Figure 20: Whatis innovation helping your city administration do better?
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Espoo, Finland

Population

300,000 (2022)

GDP per capita

€57,700 (Uusimaa region)
Official language

Finnish

Mayor

Jukka Makela

since 2011 (directly elected,
no term limit)
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Problem-solving with local students

Espoo’s government has long experimented with innovative working to tackle
the city’s most pressing transversal challenges. Its cross-departmental devel-
opment programmes have been running for 11 years, bringing together officers
from across the municipality and external partners - especially universities

- to identify and trial solutions for the city. External partners have been instru-
mental in strengthening innovation capacity within city government; over the
past eight years, for example, Espoo has pioneered problem-solving collabora-

tions with local university students.

Espoo’sinnovation approach

The Espoo story is a strategy
document guiding Espoo’s overall
trajectory and tied to four cross-ad-
ministrative development pro-
grammes, which focus on overarching
topics like health and sustainability.
Each of these development pro-
grammes operates as a cooperation
platform for municipal officers and
partners from across the city to
collaboratively identify and frame

key problems, design pilot projects,
and explore pathways to shore up
innovation outcomes in the long term.
Partnerships with external institutions
are in the DNA of Espoo’s city gov-
ernment - as one municipal officer
said, “that’s maybe the Espoo way, we
never do anything alone. If we have
an idea for a project, we always go to
a research centre or a university or a
company”. The cross-administrative
development programmes ensure
that these collaborations do not just
meet the ad-hoc needs of particular
projects, but instead are structurally
embedded in the overarching priori-
ties of the city government over time.

For municipal officers, taking partin
cross-administrative development
programmes means encountering
diverse perspectives and approaches,
and broadening views of what inno-
vation outcomes look like. As the
director of economic development at
Espoo put it, the cross-departmental
programmes “teach people to speak
the language of others, whether ...
across the political aisle or the

divide between politicians and civil
servants, or just [across] the functions
in the city”.

Collaborative learning withyoung
people

A central outcome of Espoo’s inno-
vation capacity building is greater
collaboration within City Hall and

with partners beyond it. The creative
potential of these collaborations is
seen in the administration’s record

of working with young people, on the
topics addressed by the cross-admin-
istrative development programmes.
In 2022, Espoo led an international
cohort of 26 European cities in the
Future Mentors Programme, which
pioneered reverse mentoring (where
young people guide city leaders

to understand the perspectives of
future generations). Alongside this,
Espoo routinely hires young people on
summer work placements (approx-
imately 800 per year), and brings
municipal officers into university
courses to work alongside students on
city challenges.

Espoo’s city government and the
Department of Design at Aalto
University have, for example, been
working for eight years on a Designing
for Services course, which responds to
four or five key challenges facing the
city each year. These challenges range
from ensuring that cultural spaces
are inclusive to meeting the needs

of Espoo’s growing multicultural and
non-Finnish-speaking population.
Students work alongside municipal
officers to design and test applica-
tions, platforms and policy solutions
to these challenges. Attention is paid
to making sure that the students

and officers are working as equal
partners - the classroom exists as

“a network... so nobody’s leading it.
We had to make a very new kind of
structure forit”.



Lessons for building innovation
capacity

1. Embrace the perspectives of
young residents. Espoo’s municipal
officers find young residents fantastic
collaborators. One saying, “they’re
super smart, they're fast, and (which is
really important) they are super kind.
There’s always understanding”. It has
been crucial to nurture mutual respect
and appreciation of the different kinds
of creativity and expertise that emerge
in dialogues between young people
and municipal officers. The students
taking part in Designing for Services =
are taken seriously, “they really do
very heavy lifting work”, and their lack
of exposure to the current constraints
of governance institutions helps them
to think outside the box. Widening

the horizon of what municipal officers
imagine to be possible is crucial if city
governments are going to anticipate
and manage future challenges, and
young people can help. One municipal :
officer struggled to respond to the o
students’ ideas initially:

M
i

1

]

3. Strengthen relations with similar
international cities. International
initiatives like the EU’s Future Mentors
Programme have been valuable as
vehicles for bringing together diverse
coalitions of cities to build capacity for
innovation. More routinely, however,
Espoo finds it most useful to exchange
with cities that have similar profiles,
contexts and innovation outcomes in
mind.

2. Share learning across the admin-

istration. Officers are aware of how

helpful collaboration with young

people can be, but some are frus-

trated that it is only ever those officers

directly participating in programmes

“who learn from the students - it

takes time to get that innovation and

learning to other places in the city

organisation”. However, a co-creation

network will extend across the

administration to improve the way

“information will flow around the city

organisation”.
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What next?

Innovation capacity-building tools
may be long established in Espoo,

but, as one department head put

it, “the problem is that [innovation
capacity building through eg, the
cross-administrative development
programmes] hasn’'t been scaled up
... It does push forward a lot of good
things, but it could do a lot more.... if it
had the proper resources and a bigger
mandate”. One way they advocate for
the scaling up of innovation capacity is
by improving monitoring and evalua-
tion and telling the story of innovation
better internally: “There’s a lot of stuff
going on, but | just don’t think there’s
an overall view on it. Like we don’t
have any metrics out to see: are we
doing well on this or not?” Anecdotally,
for example, the outcomes of the
collaborations with young people have
been very valuable - one officer tells
us “there [are] lots of things that we
are still doing” which were imagined

in the first Designing for Services
courses seven or eight years ago. But
going forward, the municipal officers
interviewed say they are working to
make monitoring and evaluation

more robust and comprehensive,

and prioritising investment in internal
communications around innovation
outcomes.



3. Conclusions
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Some clear patterns, insights and action points emerge from this research.

Firstly, Europe’s urban governments are alive to the need for innovation.
Almost all administrations recognise the importance of pursuing innovative
solutions to city challenges.

We have seen that many cities’ innovation efforts are focused primarily on
supporting the development of the ‘innovation economy’ rather than on internal
government innovation. However, our case studies reveal that though cities
often begin their innovation journey by targeting private-sector urban innovation
ecosystems, the focus can gradually shift to include, or prioritise, innovation
within the city government.

The maijority of cities report that innovation is adding value. However, only a
third of cities describe innovation efforts as going well, with a larger proportion
describing progress as “so-s0”. There is a long way to go before innovation
capacity is embedded as a cornerstone of European city government.

Our research has illuminated trends across each of the four capabilities set
out in our analytical framework.

Leadership capabilities

As illustrated by our analytical framework (figure 2 on page 14) and confirmed by
our respondents (figure 7 on page 22), leadership capability can make or break
city government innovation, shaping all other innovation capabilities. Mayors
and elected leaders, in particular, play a crucial role in motivating their teams

to develop their innovation capacity, adopt new problem-solving approaches,
and foster a culture of innovation. Encouragingly, European cities are already
well-positioned in this area - mayors recognise the value of innovation and
appear committed to it (Eurocities Pulse Mayors Survey 2024), and municipal
innovation officers describe their political leaders as highly supportive. However,
city leaders would benefit from more systematic support in developing their
innovation leadership skills.

Organisational capabilities

Municipal officers view organisational capabilities - dedicated funding, struc-
tures, expertise and cultures - as particularly important to city government inno-
vation. But they also feel that these capabilities are those most in need of further
development. Cities often struggle to recruit or grow expertise in innovation,

in part because of rigid HR and remuneration rules. Even once they establish
dedicated teams, budgetary constraints limit opportunities for staff develop-
ment, as innovation funding tends to be short-term and project-based. This focus
on immediate projects leaves less room to invest in longer-term outcomes, such
as staff training or cultural shifts. However, despite these challenges, cities have
a clear appetite for strengthening organisational capabilities, recognising them
as the key enablers of innovation capacity and identifying this as the area where
they would most welcome training and support.

Analytical capabilities

Innovation officers see leadership and organisational capabilities as key drivers
of innovation capacity, placing less emphasis on analytical capabilities like

data use. Our analysis shows that European cities have made notable strides in
collecting and using data, qualitative research, and staying current with research
and best practices in innovation. However, only a handful of cities are taking a
systematic approach to evaluating their innovation work, and there is still great
potential for growth, particularly in leveraging innovative approaches to finance,
procurement, behavioural science, and foresight methods.
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Partnership capabilities

European cities are particularly confident in their partnership capabilities,
which may explain why they see these as less of a priority for building innovation
capacity compared to leadership, organisational or analytical capabilities. Most
cities report working well with academic, business and civic partners, with many
establishing mission-orientated partnerships to tackle urgent but complex
challenges such as the climate crisis. Universities have emerged as a particu-
larly important category of partner. Academic research and innovation can

be a valuable resource for city governments, and trends towards policy-driven
working in many fields of academia are generating increasing numbers of
willing university partners. Transnational partnerships are also vital - from city
networks like B40 or Eurocities facilitating peer exchange to EU initiatives that
support innovation capacity building (especially crucial in Southern and

Eastern Europe).

Finally, European cities seem relatively confident in their ability to engage and
work with citizens, with officers reporting “engaging residents in new ways” as
their most widely used innovation method. Many of our case study cities, which
are at the forefront of innovation, have demonstrated a deep commitment to
strengthening citizen participation.

Scale of ambition

Our survey reveals a strong appetite for building innovation capacity in Europe’s
city governments. That said, many efforts remain limited in scope, often focused
on refining internal processes and municipal services rather than embracing
more radical changes, such as rethinking governance structures or funding
models. While mission-led approaches - targeting long-term, transformational
goals like ‘moonshots’ - are gaining interest, many municipal officers feel under-
prepared. When asked which innovation methods they most wanted training on,
‘missions’ ranked at the top, highlighting a desire to tackle bigger challenges in
new ways.

The need for more external support

While cities we surveyed identify some external sources of support (particularly
from the EU for those within the Union) there are few organisations or pro-
grammes specifically focused on helping cities build their innovation capacity.
This is in marked contrast to the national picture, where state leaders and
governments can draw on a wide range of international and national institutions
and programmes to support their innovation efforts. In light of this, we call on
the EU, national and regional governments, and city networks to strengthen
municipal innovation capacity with dedicated programmes, research and funds.



Action Points For City Governments

City leaders who want to build their city’s
innovation capacity should:

Leadership
capabilities

City governments that want to build their city’s

innovation capacity should:

- Prioritize developing organisational capabilities, as these tend
Organisational to be high impact yet where cities struggle most.

capabilities - Provide long-term, dedicated funding to support innovation.

- Recruit, retain, and promote staff with specialist innovation
skills and create teams able to support innovation across the
organisation.

- Foster a culture that is open to new ideas and values innovation

Analytical - Take a broad view of the analytical capabilities they need by
capabilities investing in data but also qualitative research, service design,
and other innovation methods.

- Ensure that innovation efforts are evaluated, and lessons are
communicated across the administration to promote continu-
ous improvement.

Partnership - Continue to strengthen partnerships and develop deeper
capabilities collaborations with universities, non-profits, and businesses.
- Invest in their ability to pursue new forms of governance, civic
engagement, and citizen-centred innovation.
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This report aims to open a conversation about the subject of city innovation
rather than providing definitive answers to these complex challenges. Although
the geographical distribution of cities that responded to the survey is excellent,
our dataset is not a statistically representative sample of European cities,

and the overall number of responses is too low for more advanced statistical
analyses or fine-grained data disaggregation. By jointly considering the survey
data with the qualitative data gathered from about 20 interviews in seven
case-study cities, this report shows the commonalities and differences between
cities in their capabilities and approaches to public sector innovation and what
that tells us about the sort of support cities need to strengthen their innovation
capacity. The work is primarily based on the expert opinions of city employees
and the assessment of what they consider important.

The survey on government innovation capacity in European cities was
developed collaboratively by LSE Cities and Eurocities, building on the original
survey by the Organisation for Economic Co-operation and Development. In
addition to the standalone technical survey aimed at senior innovation leaders,
we also developed a dedicated section of innovation-related questions aimed
at political leaders as part of the Eurocities Pulse Mayors Survey
(Eurocities 2024).

Response rate and geographic distribution

The survey ran from November 2023 to March 2024, and was distributed to
267 cities through direct email outreach, and also shared on social media.
The targeted cities included all Eurocities members, as well as other European
cities that are part of LSE Cities and Bloomberg Philanthropies’ networks.
Representatives from 65 cities responded to the survey (a response rate of
24%). Collectively, these cities represent over 63 million residents across 27
countries and range in size from small cities below 100,000 inhabitants (for
example, Arezzo, Rubi) to major metropolises with more than 10 million (for
example, London, Istanbul). There was a very good geographic balance of
responses, with 22% from Western Europe, 31% from Northern Europe, 28%
from Southern Europe and 20% from Eastern Europe. For a full list of cities see
Appendix B.

Respondent profile

The survey was targeted to ensure that it was directed to chief innovation officers
or equivalent individuals leading innovation work in their city administration.
However, since not all cities have these roles a certain degree of flexibility was
essential. Respondents were asked to provide their job title and department,
and a brief description of how their role supports the city’s innovation efforts.

An analysis of these descriptions reveals stark differences between cities: only
about 40% of the job descriptions focused specifically on government innova-
tion. Even among this group, most are mainly or exclusively focused on digital
transformation and tech-based solutions. A further 25% also touched on those
issues, but indicated that their job is primarily about facilitating city-wide innova-
tion - typically, this means working with and attracting/supporting start-ups and
tech-based investments. Most (71%) of the respondents’ roles have a cross-sec-
toral remit - including all of the ones that have a specific focus on government
innovation. Economic development is the second most common sectoral focus.
The vast majority (85%) of respondents are civil servants/public administrators.
About 11% are political posts (for example, deputy mayors with responsibility

for innovation), and 5% are from arms-length units (for example, companies or
associations (co)owned by the city).



AppendixB: The 65 cities that responded to the Eurocities Pulse survey.

City
Tirana
Vienna
Ghent
Leuven
Sofia
Brno
Pilsen
Tallinn
Espoo
Helsinki
Turku
Paris
Nantes
Marseille
Chemnitz
Mannheim
Mainz
Leipzig
Munich
Heidelberg
Athens
Reykjavik
Limerick
Arezzo
Bologna
Florence
Milan
Turin
Naples
Pristina
Riga

Vilnius
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Country
Albania
Austria
Belgium
Belgium
Bulgaria
Czech Republic
Czech Republic
Estonia
Finland
Finland
Finland
France
France
France
Germany
Germany
Germany
Germany
Germany
Germany
Greece
Iceland
Ireland
Italy

Italy

Italy

Italy

Italy

Italy
Kosovo
Latvia

Lithuania

Utrecht
Enschede
Skopje

Oslo
Gdansk
Krakow
tédz
Warsaw
Braga

Porto
Lisbon
Bucharest
Cluj-Napoca
Galati
Bratislava
Alicante
Barcelona
Bilbao
Fuenlabrada
Malaga
Rubi
Gothenburg
Kungsbacka
Linkoping
Stockholm
Istanbul
I1zmir
London
Belfast
Wolverhampton
Preston
Bristol

Glasgow

Netherlands
Netherlands
North Macedonia
Norway

Poland

Poland

Poland

Poland

Portugal
Portugal
Portugal
Romania
Romania
Romania
Slovakia

Spain

Spain

Spain

Spain

Spain

Spain

Sweden
Sweden
Sweden
Sweden

Turkey

Turkey

United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom

United Kingdom
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Organisational capabilities

— Trying untested approaches or taking risks (for example, piloting or prototyping
new programmes or models to address city challenges).

- Organisational change within the city administration (for example, integrat-
ed working/breaking down departmental silos; new internal performance
management; staff training and capacity building on innovative tools or tech-
niques).

— Rethinking the city’s approach to financing and procurement (for example, new
funding sources; social impact bonds; subnational pooled financing mech-
anisms; debt-for-climate swaps; emergency funding frameworks; reforms to
contracting and procurement).

— Mission-oriented innovation (for example, concrete organisational targets
linked to a challenge that frames and stimulates transformative change).

Analytical capabilities

— Data-driven analytics and evidenced-based policy making (for example, big
data, data mining, data visualisation and analytics).

— Developing new services and solutions based on digital technologies (for
example, artificial intelligence, machine learning, use of drones or smart
Sensors).

— Foresight methods, prospective exercises, scenario planning (for example,
horizon scanning, forecasting).

— Generating/harnessing behavioural insights and techniques to inform policy
development and effective delivery (for example, ‘nudging’, uncovering social
and mental barriers to change).

Partnership capabilities

— Rethinking the city’s approach to collaboration and open innovation (for
example, partnerships with new actors; proactive interaction with academia,
industry and the public; collaboration across levels of government and with
neighbouring jurisdictions).

— Engaging residents in new ways (for example, via digital technologies, co-cre-
ation, ethnography, citizens’ assemblies).

— Human-centred design of public services and policy interventions (for exam-

ple, prioritising the end user at each stage of the design process and conduct-
ing research about users to understand how best to meet their needs).



LSE Cities

LSE Cities is an international centre at the London School of Economics and
Political Science (LSE) that carries out research, graduate and executive
education, advisory, and engagement activities in London and abroad. It studies
how people and cities interact in a rapidly urbanising world, focusing on how the
physical form and design of cities impacts on society, culture and the environ-
ment. Extending LSE’s century-old commitment to the understanding of urban
society, LSE Cities investigates how complex urban systems are responding to
the pressures of growth, change and globalisation with new infrastructures of
design and governance that both complement and threaten social and environ-
mental equity.

This publication has been created as part of the European Cities Programme,

a research, engagement, and capacity building programme on the future

of European Cities developed and delivered by LSE Cities and supported by
Bloomberg Philanthropies. The programme investigates the ways in which
urban governance has changed over the past 25 years. It looks at the critical
challenges that European cities are facing and asks what support city leaders
need. The programme conducts in-depth research on how European cities

are approaching their most pressing challenges; convenes roundtables with
leading policy and academic experts from Europe and beyond; and is building a
knowledge hub on European cities and city leaders.

LSE.ac.uk/Cities
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