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Abstract

The Centre for Public Innovation, in conjunction with the Department of Health delivered a two year innovation programme that aimed at reducing alcohol related hospital admissions in the South Eastern region of England. 

The Programme invested around £300,000 (UK Sterling) of public money over its period of operation, allocating small grants to over 40 projects delivered by the public and charitable sectors. The projects were then overseen and supported by innovation experts to assist them in their delivery. 

The Programme used a careful risk management and governance system to ensure that the grant money was spent in a manner consistent with acceptable standards for expenditure and that vulnerable clients (alcohol users) were not put at risk, whilst ensuring that new and innovative activity was delivered that improved the impact of services to alcohol users, reduced hospital related admissions, and improved client outcomes.  

The Programme used a unique risk management structure that centred on a partnership approach between a government department and a non-statutory not-for-profit organisation with expertise in the field, responsible for delivering the Programme as part of a commercial contract. The partnership encouraged a positive attitude to risk by actively embracing uncertainty, but within strict pre-determined parameters – financial, geographic and temporal. 

The presentation will focus on the partnership approach and the risk management system developed between CPI and the Department of Health specifically for the programme. The Programme used a hybrid private sector innovation/product development approach that utilised a number of “stage-gates” – each of which could be used to close an innovation grant project, thereby managing risk at each stage of delivery. By using a number of stage-gates over the two year programme, the Programme moved from funding a large number of wholly untried ideas to mainstreaming a small number of high impact models that have the potential to influence the delivery of services nationally. 

The presentation offers a practical and tested model through which public services can embrace innovation and benefit from the impact that it can bring, whilst ensuring that risk is always kept to manageable levels that thereby enable public services to remain true to their ethos and values.
Introduction
There is a something of a paradox in relation to innovation in the public sector. Simply put: true innovation necessitates the taking of risk and yet the public sector must manage and care for the most vulnerable in our societies, for whom the implications of risk-taking in the services that they receive may be catastrophic. 
The traditional response of the public sector has been to err on the side of caution, delivering tried and tested responses within well-known parameters. Sticking to tried and tested practice yields familiar levels of performance. Whilst these levels of performance may not be more than moderately impactful, this degree of success is preferable to adopting new approaches where the results and outcomes are unknown. The public sector excels at achieving and sustaining these steady state goals –maintaining acceptable levels of performance - but routinely fails to make the leap to achieve the transformational change that is the hallmark of innovation. 
This paper looks at an innovation programme that was delivered in the South East region of England which adopted a very different attitude, a programme which embraced the risk at the heart of innovation, aimed for better performance, and did so by looking at risk as an issue to be managed, not avoided. 

Alcohol consumption in England
Excessive alcohol consumption is a significant problem in the UK. The problem manifests itself in many ways not least of which is the steady, year on year increase in the numbers of people admitted to hospital where alcohol is a contributory factor. These admissions go far beyond the obvious health problems such as alcoholic liver disease and include other significant health issues such as hypertensive diseases, heart failure, stroke, hepatitis and pancreatitis as well as the host of accidents and injuries that occur as a direct result of excessive alcohol consumption. Whilst these problems are well recognised at a national policy level and are the subject of much action and debate, the upward increase in the number of alcohol related hospital admissions has been relentless. The figures have risen from 924 admissions per 100,000 of the population to 1,472 over the period 2002 to 2007, and it is estimated that this will rise still further to 1,947 by the end of this year – more than a doubling in the size of the problem in a decade. 
The current alcohol service landscape in England (and the UK as a whole) neatly encapsulates the paradox described above. Alcohol services are well established and are delivered by a range of statutory (state) and voluntary and charitable organisations amongst others. Innovative practice is however limited and most provision conforms to a number of tried and tested and academically evidenced “modalities”. The risks of significant departure from the template of practice as prescribed by these modalities are obvious – standards of care may decline, clients with an alcohol dependency or alcohol related health problem may fail to engage with a service, or still worse, disengage from treatment thus risking a deterioration in health or at the very worst, die from a failure to have their health needs met.
In the Department of Health, South East region, health managers took the decision to seek out innovative solutions to the problem of alcohol related hospital admissions in an attempt to – at the very least – slow the relentless upward trend of admissions. Their decision implicitly acknowledged the fact that current responses were insufficient in relation to the size and scale of the problem, and that the steady state results being achieved were not enough to make meaningful inroads in tackling the heart of the problem. 
The South East Alcohol Innovation Programme

Once the decision had been made that innovative solutions were needed to address the size and scale of the problem, the Department of Health sought professional external support for help, acknowledging that its own structures and systems were not well placed to deliver a programme focusing on innovation. The Centre for Public Innovation (CPI) – a not-for-profit independent organisation – was commissioned following a competitive tendering process to provide this support. 
In delivering the Innovation Programme, the Department of Health and CPI developed a close working relationship based on trust that proved to be essential in making the vision of fostering innovation possible. The Programme was very much co-delivered by the two partners and has now run over two years, scheduled to complete in March 2011. 
In seeking innovative ideas, the Programme used the principles of open innovation and invited submissions from any interested practitioners in the field who could demonstrate fresh thinking that challenged or which was different to the received orthodoxies of alcohol treatment. In particular submissions were invited from service users and ex-users and from the not-for-profit sector to ensure that as wide a spectrum of people as possible were involved in the Programme. The submission process was kept as simple as possible to ensure that applications were received from those with little or no experience of formal bid writing with the focus on the quality of the idea rather than the quality of the bid.
The submission system challenged people to not only come up with an idea, but to deliver it on the ground in the form of an innovation pilot – enabling people to test their concept in real time with existing groups of alcohol users – seeking to determine whether the results they could achieve would outperform those of existing modalities – the steady state solutions.
The Innovation Programme held an innovation grant budget of some £300,000 (UK Sterling) equivalent to some $450,000 US. Whilst by no means an insignificant amount, this should be seen in the context of a total alcohol commissioning budget for this region of England running into some tens of millions of pounds per annum. Seen globally then, the total budget for the Programme was extremely small. 
Grants of between £1,000 ($1,500 US) and £15,000 ($24,000 US) were allocated to innovation pilots with an average spend of £7,000 (£11,000 US). In total, over 40 projects were funded over the two year lifecycle of the Programme. 
Developing a risk management system

In delivering the Innovation Programme, CPI and the Department of Health were all too aware of the risk that was attendant on instigating un-proven changes and delivering experimental pilot projects to very vulnerable people. The underlying ethos of the programme was however that to adopt a no-risk attitude was equally unacceptable and that a degree of was risk required if better results were to be achieved. The implicit drive behind the programme was that the failure to take risks in tackling alcohol related hospital admissions effectively was creating a looming public health crisis with the potential to overwhelm not only alcohol services, but the wider health economy as well as attendant public services. 
The first stage in delivering the Programme was therefore to formally acknowledge that risk was an inherent part of the work to be undertaken. This apparently simple step was of huge symbolic importance and represented a significant shift in the attitude of health managers in the region, requiring a self-conscious departure from behavioural norms. In essence, a government department had to take the decision to state, publically, that it was no longer content to stay within the safe zones of steady state solutions, with its attendant stability, but was prepared to adopt risk as a strategy to effect change. While only a symbolic change, this nonetheless required a degree of courage as it represented a mode of thinking and behaviour not normally found or encouraged within public sector management. Without this high level acceptance of risk, it is clear that the Programme would never have been delivered as no action would have been possible.
Once this symbolic step had been made and had been communicated, it was necessary to develop a model that would enshrine this attitude, formalising the parameters of risk and defining levels of tolerance. The defining of clear and explicit parameters would enable innovative activity to take place whilst at the same time mitigating the extent of any adverse impact on clients should the pilots go wrong. 

The Innovation Programme used the following parameters in its risk management system:

1. Financial

2. Geographic

3. Client composition

4. Temporal

It is necessary to expand a little on each to clarify how they were utilised and how they constrained risk:
Financial 

Perhaps the most obvious parameter from a programmatic perspective was the use of strict financial parameters which prevented open-ended financial exposure to the Department of Health. All innovation pilots were allocated a strict budget, agreed in advance and within which to operate without any overrun. As noted above, the grants awarded to pilot projects were modest (by treatment budget standards), creating a natural constraint within which innovation activity could take place. 
Geographic

To ensure that any disruption to the alcohol treatment system in the South East was limited, innovation activity was strictly geographically limited. This meant that change was never wholesale or systemic but discrete and isolated, protecting the wider treatment system and enabling routine services to operate as per normal outside of the boundaries where innovative activity was taking place. In terms of the geographic boundaries utilised, these tended to relate to local authority/municipal government level – i.e. the catchment area of a specific town or city. On some occasions the geographic delineation was far smaller – down to a few hundred households only. 
Client composition

Even within the specific geographic confines where innovative activity was taking place, additional risk parameters were used to control for risk. The exact nature of the client group to be engaged was clearly defined in advance meaning that those falling outside of these parameters continued to receive services in the same way, unaffected and uninterrupted by changes being introduced elsewhere. Definitions of client composition used included references to levels of alcohol being consumed (with lower/upper limits used to create thresholds for entry), lists of pre-existing health conditions (e.g. clients already receiving medication for certain conditions) or the nature of services that clients were engaged with (for instance whether they had additional housing problems in addition to their alcohol related health problems). 

At its most extreme the pinpointing of a particular client group led to work being undertaken with tens of people as compared to the hundreds of people in contact with alcohol treatment services in any given geographic area. 
Temporal

Just as important as the risk parameters described above was the element of time. The Innovation Programme was only ever intended to be a time limited period of activity and was not intended to facilitate or enable open-ended experimentation that left clients exposed to on-going change and uncertainty in the face of pressing health problems. All innovation work was strictly time limited – in Year 1 of the Programme, all new concepts had to be tested over a four month period, and in Year 2 of the Programme, were given slightly longer – around six months – to demonstrate impact. The Programme was delivered on the assumption that successful change had to be demonstrated within this period to warrant further progress through subsequent stage-gates (see below). 
Putting the model into action

The risk parameters set out above were all agreed in advance between CPI and the Department of Health and at the outset of the Programme. The risk variables then had to be populated into an operational management system to enable the delivery of innovative activity within the pre-determined parameters.
The risk management model adopted was a hybrid version of a concept well tested in the private sector - a simple stage-gate (or phase) model. This meant that the Programme was broken down into a number of distinct and self-contained stages. Reviews were conducted at each stage by both CPI and Department of Health staff, in which innovation pilots were assessed and formally reviewed. At stage-gate review the pilots were required to meet a number of pre-determined criteria before being allowed to progress to the next stage of activity. At review, the option existed to terminate activity, thereby closing any given pilot. 
The stage-gates used were:

1. Collation of innovation concept proposals
2. Assessment of submissions

3. Decision in principle and due diligence

4. Allocation of funding

5. Delivery of innovation
6. Project monitoring (repeated)
7. Evaluation
Note from the above that the initial stage-gate used selected which proposals should go forward to receive grant money. The stage-gate process therefore was utilised in advance of activity on the ground to ensure that there was an initial filter applied pre any actual delivery on the ground. This first filter proved to be the most effective system of risk management as it ensured that only those concepts that were deemed to be acceptable within each of the risk parameters set out were allowed to go “live” – thus all pilot activity fell within accepted risk parameters of the Programme from the outset.  
The subsequent stage-gates monitored the progress of the innovation activity and incorporated the risk parameters set out above – determining whether projects were within budget, time and scope or whether any “drift” had set in. The stage-gate process additionally meant that all activity could be course corrected – it was not just the purpose of the reviews to close activity but to re-calibrate or re-shape activity that was straying. 
Success

The final evaluation of the Programme has yet to take place but the results have proved to be very positive. 
Of a total of 19 innovation concepts tested in Year 1, five models of “High Impact” were identified – that is, models of innovative practice that outperformed existing alcohol services. These models of practice have been scaled and explored in more depth in Year 2 using additional grant funds, and all appear to have the potential to have an impact on how mainstream alcohol services are delivered in the future. This represents a wastage of about 75% - that is, for every High Impact activity, another three were assessed as having moderate to little impact and were therefore terminated at some point. In CPI’s experience, this ratio is an acceptable one and tends to indicate that the stage-gate model proved effective – filtering out less successful innovative activity to allow those with greater potential to keep on delivering. Note also that the stage-gate model used enabled performance to be managed and checked as well as managing risk. 
Significantly, news of the High Impact activities that have been tested is spreading around the UK and Programme staff have been in correspondence with practitioners from across the UK looking to emulate these new models of practice elsewhere. This reaches to the heart of the wider purpose that the Programme intended to achieve. It was not just the intention that the Programme have an impact on alcohol related hospital admissions in one region only. Rather, it was always hoped that what was being done would inspire similar activity elsewhere – not just through copying specific projects that were developed and delivered under the auspices of the Programme, but rather by demonstrating that innovation is a legitimate activity in the public sector and that it can achieve better results. The legacy of the Programme is just as much the innovation and risk model adopted as the pilots that were developed within it. 
Conclusion
As the results from the South East Innovation Programme are still coming in and innovation activity still underway, we cannot be certain what its long-term impact will be. 
Possibly its greatest legacy is that it has demonstrated that the public sector can support innovative practice and can, not only tolerate, but embrace the necessary level of risk that is required to enable innovation. Furthermore, the Programme has demonstrated that innovation can occur within a field where risk and the vulnerability of service users is particularly pronounced. 

The implication must therefore be that government departments can support innovative practice when the right risk management systems have been put in place. This leads to the conclusion that, properly managed, all aspects of the public sector can explore innovative practices given the right environment where appropriate controls are in place, governance systems are robust, and there is a respectful rather than adverse attitude to risk. Thus, perhaps we can begin to see the limits of the paradox set out at the beginning of this paper, seeing it less as an eternal truism than a particular modus operandi that need no longer always prevail. Steady state is no longer the only option in public service delivery.
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