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Government Business Model Innovation:
Multi Stakeholders Collaborations in Ecosystems

Arwa H.S. Alhyari, Omar Al-Tabbaa, Jing Zeng

Summary:

Governments are increasingly investing in innovation-centric initiatives aiming to offer new
alternatives for improving public value creation, especially in emerging economies which are
assuming a more leading position in the global economy. While several studies can be found
on different forms of public sector innovation, research on business models innovation in this
sector is still limited. Thus, this study aims to investigate government business model
innovation and value creation focusing on public and private multi stakeholder collaborations
in ecosystems. Understanding how governments and multi-actors collaborations are driving the
growth of ecosystems have important implications and gains to the fields of strategy and
management supporting the ongoing efforts for developing collaborative innovation and
ecosystem theories. Guided by the revealed Government BMI, policymakers and managers will
have a new innovation alternative aligned with strategy towards an enhanced public value
creation. Whereas, the multi stakeholders collaborative BMI-ecosystem approach is expected
to steer managing the entire ecosystem prosperously.



1. Introduction

Innovation is on the top of the governments’ plans because it offers intelligent alternatives and
helps in addressing problems that cannot be resolved otherwise using existing standard
procedures (Ansell & Torfing 2014; Torfing 2019). Government innovation deals with opening
up new approaches to enhance the delivery of public services. It is about government ability to
skilfully navigate a fast changing world, and acting as sound stewards for addressing the
upcoming challenges (OECD, 2017). The contribution of public sector ranges from 20% to
40% of total global Gross Domestic Product (GDP). While, emerging economies today
represent 59% of total global GDP (OECD, 2019). Across the globe, governments set policies,
programmes and provide services to face the continuous challenges and changes in social and
economic needs such as budgetary constraints, and delivering high quality public services that
meet societal demands. These circumstances require governments to consider new ways and
approaches for improving both public administrations and public services. Although research
on government innovation has grown recently (Arundel et al. 2019; Torfing, 2019) and
different types and forms of innovation have been studied such as open innovation (Bogers et
al., 2018), innovation labs (McGann et al., 2018), and agile innovation (Mergel, 2016).
However, the majority of previous studies focused on internal administrative innovation and
there is a need to study new concepts and approaches to investigate government innovation and
other exiting types of government innovation (de Vries et al., 2016, Tamtik, 2017; Arundel et
al. 2019; Torfing 2019; Carbonara & Pellegrino, 2019).

Business model describes the organization’s approach in value creation, delivery, and capture
(Osterwalder & Pigneur, 2010). This concept, while being extensively researched and applied
in the private sector domain, it is relevant to other sectors. For example, public sector, non-
profit and social enterprises (Kaplan, 2011). Indeed, governmental organisations have business
models while delivering public value (i.e., their own approach for creating value), but have
received limited attention (Wiprachtiger et al., 2019). Business Model Innovation (BMI) can
be investigated in governmental organisations based on the fact that BMI are considered to be
a new and distinctive kind of innovation (Massa et al., 2017). Revealing the characteristics,
components and design of Government BMI, requires understanding how governmental
organisations innovate their business models not only from a single entity perspective, but also
from an ecosystem perspective comprised of multi public and private actors (Bekkers &
Tummers 2018; Joacbides et al., 2018; Torfing 2019). The latter, is referred to as collaborative
innovation, a distinctive approach to public innovation that engages public organisations with
diverse groups of actors in processes of creative problem solving in multi actor networks and
ecosystems (Torfing & Ansell, 2017; Bekkers & Tummers 2018). Value is created here by
sharing knowledge, combining resources, and making use of innovation assets of partners
(Moore & Hartley, 2010; Soe & Drechsler, 2018), while each actor and stakeholder has
different attributes and objectives (Joacbides et al., 2018). Investigating both government BMI
and collaborative innovation business model will provide an understandings for unanswered
questions regarding the nature of inter-organizational collaborations and arrangements in
ecosystems based on the resources and capabilities of multi stakeholders, and the roles of these
stakeholders which are fundamental for creating value in ecosystems of multi stakeholder
collaborations (Hannah & Eisenhardt, 2016; Adner, 2017; Joacbides et al., 2018). This research
aims to investigate how do governmental organisations innovate their business models? And
how does collaborative innovation among multi public and private stakeholders drive value
creation in ecosystems?



2. Multi Stakeholders Collaborative Innovation in Ecosystems

In quest of investigating government innovation, there is a growing argument and recognition
amongst national public leaders that incremental adjustments and modifications of public
policies or services are not enough to solve the existing economic, social challenges (Arundel
et al. 2019; Osborne & Brown 2011). Traditional internal innovation processes appears to be
insufficient, for providing best innovative solutions (Pollitt & Hupe, 2011), that is why
collaborative innovation provide the hope for gathering efforts to offer a better future for the
society in various sectors. This growing awareness of the importance of government innovation
raises the question of which is the best approach for implementing innovative solutions. Recent
research indicates that collaborations in multi actor structures is pointed to as the superior
driver of innovation (Neumanna et al, 2019; Torfing, 2019). Because public sector targets
producing public value, and in fact both public and private actors can jointly contribute to
public value creation with high potential to be motivated in pursuing collaborations (Hartley,
Serensen, & Torfing 2013).

The notion of values created for and by different stakeholders becomes important and requires
further investigation (Adner, 2017; Bekkers & Tummers, 2018; Moore & Hartley, 2010). Only
few studies were implemented of how government organisations pursue collaborative
innovation in practice (Vaz Lopes & Farias, 2020). Moreover, it is still unclear how multi
stakeholder collaborative innovation occur in multi actor networks and ecosystems and how
exactly they need to be designed to contribute in creating value (Davis, 2016, Mergel, 2018;
Neumanna et al. 2019; Ranerup et al., 2016; Torfing, 2019). Therefore, it becomes important
to study how public and private stakeholders are activated to join and collaborate innovatively
for the benefit of the society in ecosystems.
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Figure 1: Research Conceptual Model



Governmental organisations have to develop their business models to be able to adapt and
respond to their evolving contexts. Successful government innovation requires creating an
ecosystem of multi stakeholders’ networks that promote collaborations and flexibility while
considering joint value creation with private sector and citizens. With this viewpoint, the
research conceptual model is developed building on Priem et al., (2013) rational for expanded
boundaries in linking business ecosystems with business models, and the notion of public value
creation (Moore, 1996; Moore & Hartley, 2010), Figurel. The model illustrates the boundaries
of the organisations that will be investigated. The solid lines refer to the position of
governmental organisations in business ecosystems and the stakeholders engaged in
collaborative innovation. The value offering in ecosystems raise enquiries of how multi
stakeholders resources and capabilities (Adner, 2017; Joacbides et al., 2018) can drive
ecosystems of collaborative innovation to grow. Similarly, roles and dynamic capabilities of
these stakeholders (Teece, 2007) need to be reconsidered to understand the ecosystems
evolving context (Adner, 2017; Teece, 2019). The model dotted lines refer to the embedded
adaptable variables which altogether are anticipated to form the blue print of the ecosystem
dynamics and provide an explanation for ecosystems governance.

In effect, when governmental organizations collaborate with multi stakeholders in the context
of networks and ecosystem this fact encourages us to link with other bodies of literature.
Business model innovation can form and inform the basis for understanding how government
collaborative innovation provide novel solutions in creating public value from multi
stakeholder perspective in ecosystems. Especially that business models can distinguish
boundaries crossing of keystone organisations (Dattée et al., 2018; Zott & Amit, 2013).

3. Government BMI: The new approach for Government Innovation

The main objective of a business model (BM) is to describe value creation, delivery, and
capture (Amit & Zott, 2001, Osterwalder & Pigneur, 2010). It is defined as the “design or
architecture of the value creation, delivery, and capture mechanisms” of a firm (Teece, 2010:
172). The extant BM literature (Foss & Saebi, 2017) indicates that BMs can be used for better
performance, as some BMs perform better than others (Zott & Amit, 2007, 2010). On the other
hand, BMs can be used as a prospective innovation unit, where mangers purposefully innovate
their BMs (Zott et al., 2011). Therefore, Business Model Innovation (BMI) can be considered
as a new source of innovation (Foss & Saebi, 2017). The prospect offered by BMI does not
require only radical changes of the BM elements but can also consider BM elements’
incremental reconfigurations (Velu & Jacob, 2016). Previous research (Clauss et al., 2019)
provide evidences that organisations who succeeded in their BMI have reconfigured specific
components of their business or the complete business model. As such, BMI offers an approach
for describing how an organisation innovates its business model to enhance value creation.

While BMs have been mainly researched and practiced by private sector where businesses aim
to reach more customers and make profit (Kaplan, 2011). In governmental organisations taxes,
licensing fees and services revenues are forming sources of finance (Moore & Hartley, 2010).
As such government BMs do exist but the objective is to create public value, improve
performance and deliver better services. However they are invisible and not yet observed
neither have been applied or investigated in governmental organisations (DaSilva & Trkman,
2014; Massa et al., 2017; Wirtz et al., 2016; Wiprachtiger et al., 2019; Zott et al., 2011). An
organisation with social and economic impact whether publicly or privately owned has to
innovate and redesign its BM to face the continuous coevolving ecosystem developments and
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changes. Very limited studies have been conducted to describe BMs in public sector (Chambers
& Patrocinio, 2012; Panagiotopoulos et al., 2012; Ranerup et al., 2016). However, these studies
were focused on understanding the underlying business logic for providing services but not for
investigating BMs as new source of innovation.

BMI is considered to be a distinctive kind of innovation, providing new improvement of
products, services and processes through a comprehensive perspective for innovation potentials
of the organisation elements (Massa et al., 2017). Based on this view of BMI, this research put
forward a new path for investigating government innovation and introduces an additional
innovation dimension that can provide a novel organizational innovation practice which may
contribute to theory building (Foss & Saebi, 2017) and can be used to reveal the characteristics
of government business model innovation “Government BMI”.

4. Expected Contribution

The expected contribution for this research are both theoretical and practical. Theoretically;
this research is expected to reveal Government BMI components and design (Arundel et al.
2019, Zott & Amit, 2013). It will add important insights to BMI literature and to the
development of collaborative innovation theory (Bekkers & Tummers 2018; Torfing 2019).
Furthermore, this research is expected to provide an initial ecosystem blueprint based on multi
stakeholders’ roles, resources, and dynamic capabilities (Adner, 2017; Joacbides et al., 2018;
Teece, 2007). Hence supporting the ongoing efforts for establishing the ecosystem theory.
Practically, policymakers and managers of governmental organisations will have a new
alternative for innovation that can be aligned with the organisation’s strategy towards an
enhanced public value creation guided by the revealed Government BMI. Moreover, the multi-
stakeholders collaborative BMI-ecosystem approach is most likely to affect managing the
entire ecosystem sector successfully.

5. Paper Development Plan

This paper will be developed during 2020-2021 based on a systematic literature review and
research methodology investigation currently under progress, followed by multiple cases to
study governmental organisations and multi-stakeholders in various ecosystems in selected
emerging economies. The innovation greatest opportunities are foreseen in emerging
economies (OECD, 2019) because their governments are playing a key role in driving
innovation through collaborations with multiple stakeholders, and their ability to create social
prosperity and a stronger position in global economy.
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