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ABSTRACT
Problem statement: Improvement of the government sector is an important challenge, especially for the post-transition countries like Poland. After the period of post-communist state creation, Poland has to face the competition of knowledge based economies. The basic cost advantage is not working anymore, so further development depends mostly on ability to create creative economy. However in the case of Poland main obstacle to achieve this goal is public sector inefficiency. 
Procedure: This article analyses an innovative improvement ability of Polish public sector. I start from the meaning of innovation in the public sector, examining to what extend  innovative attitude applies in business sector, not adopted in public management, can be main obstacle in sustainable development of innovative economy. I used the method of survey to evaluate the understanding of new innovative policy among the public administration staff. 
Findings: The creativity ability in public sector is quite substantial. However this potential is rather used in line with the institutional order on the rational behavior base, instead of procedure’s developing process. The main reason of that is the existence of systemic barriers. 
Conclusions: Systemic change towards pro-innovative approach can help better organize public sector activity improving their efficiency. Limited public resources can be better located thanks to civil society involvement. All those can be achieved by balancing creative innovative approach with the procedure line behaviors. The innovative solutions in the macro scale can be implemented only by the innovative public institutions. 
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INTRODUCTION
In most of the post communist countries of East and Central Europe, among them Poland, we can observe lags behind the rest of the developed countries in the matter of welfare and also in the sphere of mentality. Especially the backwardness in organization culture has very strong historical reasons and has very deep implications for society. 

New European Union members have to catch up to western European Countries with their innovative performance. From the other side EU innovation policy and dedicated European funds can help to develop countries, but it will not last for long. Global crises caused more rigorist approach to funding system, so the term of preferential treatment for “younger brothers” is going to the end. 
East and Central European Countries, in spite of crises, have the last chance for innovative development with assistance. In that sense the main problem appear paradoxically not in the money side, but in the absorptive ability of economy. This ability is limited by many not directly countable barriers like legislative obstruction, homo sovieticus mentality, lack of culture of trust, ineffective public administration, anti innovative management system in the public sector etc.
Developing innovation within the public sector is very important for the private sector, where the ability to innovative improvement is the highest. Public sector decisions and policies should enhance the markets and operating conditions for businesses. This applies also in adjoining public-private branches such as healthcare, education, research and public services. Europe, and especially post transition countries without democratic background, needs new operating models based on partnerships where the duties of the public sector are carried out jointly with the private sector.
For new EU Members, post communist countries without their own innovation strategy, there is an imperative to develop innovation now - they are not able to do it out of European money and ensure the sustainable development of the economy. We have to take under consideration fact that in the case of UE we have the strong political influence on innovation strategy and some sort of central planning in innovation financing. Therefore the long-term innovation strategy is absolutely crucial and can determine the future of that region not only in the European but also in the global context. 

After crises global economy seems to be an innovation race, and all countries have to take the position. According to the analyses of the World Bank (2008), countries should undertake different mix of actions in their innovation policy depending on their ‘knowledge economy gap’ vis-a-vis the benchmark economies. Those with large gaps should concentrate on improving their technology absorption, whereas more successful catching-up economies should start putting more effort into sustaining productivity growth through own innovations. Central European countries, in their position of transitional economies should imperatively join the two types of actions.
Central European countries are not in the lost position. They still have a chance to focus on strengthening the absorptive and creative capacities (Zerka 2010). However from the other side promotion of the development and well-functioning mechanisms is absolutely necessity to get a chance for a proper identification of niches in the emerging global architecture of innovation. Common understanding of that problem in the frame of the long-term strategy, and effective innovative activity facilitation conduct by innovative public administration can determine the future economic development and social welfare. 

INNOVATION CONCEPT

At the level of government management the best applicable innovation concept refers to the level of decision-making process. In that sense innovations are either actor innovations or authority innovations (Rogers-Shoemaker 1971). An innovation is a new idea, new product or service, a new production process technology, a new structure or administrative system, or a new plan or program (Rogers 1995). An actor innovation concept describe an adopting unit freely adopting or rejecting an innovation. 
According to the Diffusion Theory so called Early Adopters were perceived as opinion leaders of the community with respect to that change/innovation. However, every idea has been an innovation sometime, but in the passage of time their innovativeness has gone. People drift from category to category depending on the specific change/innovation. In the very formalistic structure of administration, only a managers can be a leaders of change. But if we are able to change organization structure to a little more flexible, we can find early adopters in any position of the hierarchy. In most cases approval for the innovations depends directly on the manager’s attitude toward changes and on risk aversion. So in any kind of organization structure, also in the administration, we can find early adopters, if and when the organization can create an innovation ecosystem for own purposes. 
In literature there is a continuous interest in innovative behavior of political organizations (Yin 1981). One of the reasons lying behind this interest is rapid change of the structure of the society, and rising difficulties of democratic institutions to cope with new problems and circumstances. There are a lot of evidence for unresponsive or unsuccessful policies of public government, especially in the circumstances of social or economic instability. Public institutions are blamed, because they are not good at tapping their power creatively in seeking new solutions and practices. Public servants are not trained to create, develop and adopt innovative solution which meet the needs of dynamic reality. There is a lack of sound theory and practical concepts concerning innovative behaviors of public institutions. 
There is also a tendency to think of only some “positive” in the ethic sense objects and practices as innovations and others as not. Innovation is mainly understood in a desired sense: innovation is pro developing, effective, wellbeing incremental etc. If we would like to analyze the scientific concept showing the ability to improve, we have to treat innovation in the  neutral way. Therefore such behaviors like manifestation of corruption, nepotism, forms of violence, informal agreements, promotion rules not connected with capacity and union’s pressure have to be also studied and included in the theory of the let’s say adaptive  innovations. 

Public sector is pursuing to improve its productivity and effectiveness by rethinking missions, reengineering processes and implementing information technology solutions. Organizational centralization is the extent to which decision making is concentrated only to a small group of people within an organization. This variable is considered to be negatively associated with organizational innovativeness. If decision making is concentrated only to a small group of people, it often prevents organizational innovativeness. In centralized organizations the upper management is also often unaware of the problems in the operational level, and therefore unable to suggest relevant innovations to meet these problems (Damanpour 1992). 
In the European reality of public management we often have to deal with authority innovations when adoption decisions are forced upon an adopter by someone in a super ordinate power position. Countries in EU have been forced to adopt many authority innovations by the community. It helps a lot but it is still does not create leadership position at the global level. The reality of authority innovation gives very strong fundaments for building the innovation culture and highlights the priorities of competitiveness and sustainable development in a horizontal way within the whole Community. 

THE KNOWLEDGE TRIANGLE CONCEPT
Knowledge is increasingly seen as the new strategic production factor. The creation, transfer and application of knowledge are assumed to be of prime importance for a process of economic recovery and further sustainable economic development (Vught F. 2009). Recent studies developed the concept of Knowledge triangle as a continuous process based on spill-over between research, education and innovation, which are key drivers of a knowledge-based society. In the EU it refers to development of the Lisbon Strategy and lies behind the creation of the European Institute of Technology (EIT).
Knowledge per se mostly does is not generated in the sector of public administration, but the state agencies can support or block, accelerate or lag the spreading of knowledge in the society and economy. The public sector of the post-communist countries does not have strong tradition of creative approach and dissemination of research findings. There is a strong lack of collaboration with the surrounding society, treated as a task together with public service and public government. 
Public administration has their our prerequisites mostly framed by operational targets and procedures. In traditional bureaucracy there is no room for improvement leading to develop the knowledge triangle concept in close interaction with other stakeholders like entrepreneurships, NGOs, universities, and also other public agencies. Such cooperative way of solving problems and sharing knowledge should be carried out by people open for new ideas and concepts. 
Researches, as a background for Knowledge, have a direct impact on economic growth and welfare. But there is not enough to raise funds for science to reinforce growth and development. The right decisions on promising directions of research on the top level, and spread of know how run by competent staff of all stakeholders are critical in the way to knowledge based economy creation. 
Figure 1 The domains of public sector influence in collaborative society to enhance the knowledge triangle 
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The importance of a well-functioning knowledge triangle in the form of interaction between education, research and innovation has been emphasized by EU leaders since 2006. Sweden during its Presidency of the EU, contributed to this process by raising the issue of how better coordination can be achieved between the different sides of the knowledge triangle. President José-Manuel Barroso commented the concept as follows: “The Commission’s strategy is to create a thriving and dynamic environment for research, education and innovation. We need a close connection between all these three areas of the knowledge triangle”. 
Why it is so important? Public sector is an intermediary between different stakeholders and can (and in some cases have to) facilitate the diffusion of innovation on the basis of research and education. To make sure the economy is a sustainable, competitive and innovative one, we need highly efficient and reliable public sector. However the is a lack of worked out, universal solutions which could be treated as a benchmark for practical improvement in different cultural and social circumstances. 
The main goal of public administration should be to pursue economic policy that fosters stable and sustainable growth competitive in the global market, at once ensuring prudently managed central government finances. The public sector, especially in the catching-up and not very rich countries, should be the most effective in the economy. Sustained economic wellbeing more than ever depends on high performance in public administration. 
Public administration have to be the leader advocate effectiveness and stimulate secure economic stability and boosting productivity in public services. Balance between procedures and flexibility enough for innovation seems to be key variable at the organizational level. The second prerequisite concerns personal capacity able to encourage innovation and enterprise as an indispensable condition. Lack of quality public services produced cost for the whole society and lowering ability to development.
Creation of better administrative standards and service structures in government is the advisable very first goal at the national innovation strategy. There is an inevitable condition  to adopt new and innovative solutions and practices in the whole society. To introduce more advanced corporate governance and administrative practices as well as more integrated services, we need not only to strengthen interoperability in IT management, but above all corporate governance solutions.
BARRIERS TO INNOVATION
According to the OECD Innovation Strategy report “The importance of knowledge and technology diffusion requires better understanding of knowledge networks and “national innovation systems”. Most importantly, new issues and questions are being raised regarding the implications of the knowledge-based economy for employment and the role of governments in the development and maintenance of the knowledge base” (OECD 2010).
One of the most adequate analysys of innovation potencial is presented in Global Innovation Index Report 2010 made by INSEAD.  Innovation has proved to be a key enabler of progress and competitiveness; especially for catching up countries after transition period, or in times of the world recovery. So nowdays the competition is much harder then ever, because aftershocks of a global recession we can obseve a creation of new order in the world with leading role of the US and China, but what about the rest? The position of Europe is not such obviouse any more and the homework must be done quicly.
The Report has stressed the importance of innovation in country competitiveness and development strategies and has provided a very useful tool to monitor national progress as well as benchmark best practices and policies in the field of innovation. The methodology used in that report gives a more holistic outlook, further beyond the traditional approach to measure innovation like patents per million of population, publication of scientific journals, research and development expenditure, and so on. This report is quitw usefull because it goes beyond and adds other parameters that capture innovation in emerging markets and the effects of innovation on social welfare. 
Figure 2 Selected countries and variables in Global Innovation Index Report INSEAD 2010
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Source: Global Innovation Index Report INSEAD 2010
Poland got 47 position among 132 countries analyzing 60 variables. In the group of EU countries only Bulgaria and Romania perform worse. Comparison with some other comparable in some way countries from the region shows the weakness of Polish institutions and regulatory environment, but above all very underdeveloped culture of innovation. 
Table 1 Poland’s weaknesses – 10 worst variables with ranks
	
	

	


	ICT and Government productivity
	127

	Overall infrastructure quality
	120

	Efficiency of legal framework
	113

	Burden of government regulation
	111

	State of cluster development
	103

	Starting a business - Time (days)
	83

	High-technology exports (current US$) as % of manufacturing exports
	76

	University Business collaboration
	73

	Royalties
	70

	Domestic credit to private sector (% of GDP)
	68


Source: Global Innovation Index Report INSEAD 2010
Currently Poland run the Programme Innovative Economy, as one of six national programmes under National Strategic Reference Framework, which are co-financed from EU resources. In 2007-2013, within the framework of the Programme, entrepreneurs, business support institutions, research and scientific entities and institutions of public administration will be granted support exceeding EUR 9.71 billion for implementation of different kinds of projects aiming at the improvement of innovativeness of the Polish economy and Polish enterprises. 

Unfortunately the innovation progress is not only a question of money, the culture to innovate also does matter. Poland don’t have the tradition of innovation approach, especially in the public sector. Under the communist regime state was treated as an enemy and the downside collaboration for improvement in the legal sphere wasn’t treasured. However the society developed strong ties and family relations to survive in the economy of shortage. 
During the transformation period Poland passed the phase of imitation, and release the spirit of entrepreneurship, but still do not know how to develop innovation in public sector. Human factor in public sector is quite weak and the compensation system is much indigent then in private highly profitable branches. Public administration staff mostly do not have enough courage to improve self thinking, and very rigid system do not admire innovative people and can rather punish them because they broke the procedure. In the consequences we can observe common demeanor identify mentality “It’s not me” based on fear of freedom and indecisive manner. Therefore changing the scheme into more innovative way is quite complicated mostly due to lack of open innovation leaders knowing bureaucracy logic. 
The similar anti innovation barriers at the administration side were identify by EU Innobarometer 2010 survey. This Innobarometer asked managers in public administration institutions whether or not they had introduced any innovation (new or improved services) in the past three years. Innovation was a very broadly used term, generally referring to new ways of achieving an objective. The emphasis was on applicability: any significant improvement in operational practices (either in the product/service range or in support structures) could be classified as an innovation. In the survey, innovation had been taken to mean any novel, or significantly improved (without indicating precisely what a ‘significant improvement’ might be) service, communication or organizational method (Innobarometer 2010).

The most notable barrier to public administration innovation (across the EU and also in Poland) was: 
· Lack of management support

· Lack of incentives for your staff

· Staff resistance

· Uncertain acceptance by the users of your services

· Regulatory requirements

· Lack of sufficient human or financial resources

· Risk-averse culture in organization

Deeper insight into the sources of obstacles confirm very low level of innovation culture at each level of management from the bottom to the top (what does not limited their self-satisfaction). Regulatory requirements pointed 78% of respondents (average for UE is 35%). Lack of sufficient human or financial resources was crucial for 75,6% compare to 50,7% in the UE. Thereafter managers indicated the lack of competences in public procurement preparation, lack of innovative leaders at the board of directors level, and dread to do something call into question by Supreme Audit Office which is known as an preventing innovation authority.
My invigilator survey in two main leading central government institutions of public administration gave the similar outcome. The questionnaire prepared for that survey in the previous year contained two parts: the organization information and the main questionnaire. Information part: the targeted number of main interviews was 500 were 447 responded, 54% women, 46% men, 56% was in age below 40, 12% denied to respond. The main questionnaire results were as follows:

Tables 2 Polish central administration barriers to innovation
	Variables
	yes +
	+/-
	no -

	Incentives for improvement
	17%
	28%
	55%

	Rigid and schematic procedures
	45%
	37%
	18%

	Well-prepared program of innovation changes
	24%
	23%
	53%

	Professional management
	26%
	42%
	32%

	Satisfactory cooperation within the organization 
	36%
	39%
	25%

	Inner communication needs improvement
	85%
	7%
	8%

	Strategic thinking is common among the executives
	34%
	31%
	35%

	Crucial decisions are consulted
	41%
	15%
	44%

	Importance of creativity is appreciated 
	25%
	27%
	48%

	Evaluation according to the transparent, clear criteria 
	27%
	22%
	50%


Importance of various barriers to develop and introduce innovations vary insensibly. Lack of inter organization communication is the most troublesome. Furthermore clear criteria of promotion and transparent incentives for innovative behaviors seems to be preponderant. Democratic procedure and professional innovation management according to the previously agreed strategy of changes is strongly desired. 
Employees are aware of necessity to implement innovative solutions (they have many possibilities to contact with different level  representatives of administration from other countries), and have willingness to change and ideas to improve, but the personal experience and formal forms of compensation method fixed opposite process modeling. 
Furthermore innovation improvement in operational activity is limited only to the labeling agreed with the expectations of the managers. So typical up to date procedures getting new terminology like: process management, evaluation, mile stones, mission and vision; without any change of the process as it is. Without any training the staff don’t know how to use that measurements, so the most part of innovation improvement leading only to the new labeling. Unfortunately words due to the lack of meaningful does not have power, so the development is just a simulation.  

CLUE INNOVATION SUCCESS 
Poland is not able to build competitiveness on comparative advantage based on costs. What this country need is professional body supervised by the Council of Science, set up to promote stable and balanced development and the growth of economy and competitiveness. Such agency should targeting programmes focused on innovation, include an interdisciplinary research, training, innovative projects, business development, and corporate funding. Agency’s experience in business development and commercializing technology, pre-seed funding, and venture capital investments complement the work of other organizations. 
Council for Science and established recently National Center for Research and Development do not seem to play such complex role in the economy. According the report “Innovation 2010” prepared by PARP, only 1% innovative solutions implemented in Polish industry came from Polish science. Knowledge from Research Institutes and High Schools diffused only to 5% of companies (PARP 2010). 
Among hundreds of strategies prepared for Poland we have also social capital development strategy which is fundamental for creation of innovation ecosystem for growth process. It’s high time to implement behavioral economics model which will drive innovation. From the other side is totally difficult when the Trust Index for Poland is less than twenty percent and connected with that variable creativity climate is the worst in Europe just followed Romania (Hollanders H., Cruysen A., 2010).
Traditional models were product, knowledge or innovation driven, without providing the human factor. Processes in public administration have different nature compare to business, however the behavioral economic principles can be successfully implemented. To build a culture that fosters innovation, an institution must find innovation leader, build teams that are diverse in talent, and fit individuals to the right role to drive success. 
It works both at the company or at the institution level, and some countries already used that model to improve effectiveness and creativity climate (such as Finnish Ministry of Employment and Economy reform from 2008). Furthermore management must provide the proper training and develop skills needed to drive innovative talent. All pro innovative elements should be incorporated in the culture of the organization. There is a need of benchmarking tools, feedback to the innovation process correlated with personal development, and long term contracting scheme with people wellbeing measurement. 
Innovative public institution operating in creative manner is capable to facilitate business without competition between public and private sector. State and their agencies have direct access to data and knowledge, so they have to take responsibility for innovation diffusion. Due to the asymmetry of knowledge the role of state agencies is not to overestimate. Rational business usually get any opportunity to rise effectiveness, unless the access to research and knowledge is limited by inefficient public institutions operating in not transparent legal framework. Collaboration with society and especially business should be a major task for public institutions. Strategy on the national level (not necessary correlated with European priorities, but unanimous with particular interest of the country) should be complemented by local “ecosystem” based on cooperation, where innovative administration (not only in the matter of e-government), support all together business, education and science based on mainstream innovative thinking and people creativity.
CONCLUSIONS
· The country can develop sustainable, competitive and innovative economy only with a highly efficient and reliable public sector, so if the young catching-up countries in UE do not want to lose their historical chance, they have to first of all invest in innovative administration able to implement creative solutions.

· Central government agencies have to operate as an innovative forerunner in all kind of activities, because only innovative institution can develop and implement innovative strategy and facilitate activity of all stakeholders in collaborative society.
· Innovation have to be treated as a disruptive to catalyse the process of synergy between knowledge, understanding, and creativity, so first of all post transition economies have to develop the surrounding and collaboration ability by creation the culture of innovation.
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