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“STARTUPS ARE
CHANGING OUR
WORLD, OUR SOCIETY
AND OUR ECONOMIES
WITH INCREASING
PACE. IT IS ABOUT TIME
THEY WERE GIVEN THE
CHANCE TO CHANGE
GOVERNMENT FOR THE
BETTER, TOO”
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FOREWORD
C

ities, from the market-driven towns
in the early Bronze Age to the 18th
century industrial powerhouses like
Birmingham and Manchester, are often
progenitors of the kind of innovation that
eventually transforms entire countries.

Now, digital innovation, aided by the devolution
of powers, budgets and control of key public
services to cities and regions like the West
Midlands, is providing a new impetus for UK
cities to find new and innovative ways to deliver
public services - and so pave the way for the
kind of transformation that will eventually
change the whole of the United Kingdom.
As a mayor, my job is to turn the promise of
devolution and the potential of new technologies
into real improvements for the lives of people
who live in the West Midlands. This report shows
just how many opportunities exist to do this.
Cities like Bristol and Milton Keynes have
experimented with sensors to monitor air
pollution levels, energy usage, and water
consumption. In Manchester, my colleague
Andy Burnham has backed new services using
the internet of things. In London, smartphonebased parking bays are helping drivers to
find parking quickly and conveniently.
Other examples abound from Brighton to
Belfast. Most UK cities have embraced a ‘smart
city’ concept. Some cities have even taken
the moniker seriously. What runs through all
the successful experiences is that upgrading
services does not require significant financial
investment in hardware or infrastructure.
UrbanTech - that is, technology that make cities
and urban spaces more connected, livable, and
efficient - can transform old-style services relatively
inexpensively. Data, used smartly, can enhance
all manner of interventions, from social care and
the fight against homelessness to how cities plan
housing, organise transport and, perhaps most
importantly for a tech-savvy and smartphoneenabled population, engage with citizens.
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Making the most of the opportunities, however,
requires local politicians and officials alike to be
willing to re-think local services, take advantage of
data, adopt cloud-based solutions and, critically,
give startups a chance to pilot their innovations,
even if it means breaking with old ways of working.
For a new era, we need new technologies and
new ways of buying services and products.
This report identifies a important trends and
opportunities for the UK to lead on the application
of new technologies to cities, from AI and data
to small cells. What is clear is that these trends
will herald both opportunities and challenges.
Take the challenge of growth. Six UK cities,
including Milton Keynes, Swindon and Aberdeen,
grew faster than London in the last decade.
Coventry is one of the five fastest growing cities in
the country and Birmingham has the highest rate
of business growth of any UK city, with a growth
rate double the national average, and higher than
London, Manchester and Liverpool. As these and
many other cities grow, the pressure for them to
become more sustainable is clear. It means cities
need to become ever-more innovative in how
they plan and respond to the increasing demands
on space and resources, while using funds
smartly and becoming as attractive as possible
to the world’s innovators and wealth-creators.
If the UK’s cities adopt urban technologies,
however, the prize is not only better services and a
better quality of work for frontline workers, but also
a commercial dividend. The ‘smart city’ industry
is estimated to be worth $400 billion globally by
2020. London’s smart city market alone, is thought
to be worth £8.9 billion over the next three years.
Whatever the exact future value, it is clear that
the UK should - and could realistically aim to
- secure a significant proportion of the global
market in UrbanTech, strengthening its position
as a global hub of expertise at a time when cities
throughout the world are seeking innovative
solutions to the challenges of urbanisation.
Startups should look to export and expand
into global markets in Europe and beyond.

“TECHNOLOGY
PRODUCTS THAT
MAKE CITIES AND
URBAN SPACES MORE
CONNECTED, LIVABLE,
AND EFFICIENT - CAN
TRANSFORM OLDSTYLE SERVICES”

This report correctly points out that politicians
do not have all the answers; it is the businesses,
the scientists, the startups and the social
innovators who are often the ones to solve our
biggest and most intractable problems. But
government does have a vital role. And for me,
modern-day government means identifying the
big challenges, convening the most interested
parties, innovative thinkers and dynamic
companies - and then empowering them to
do what they do well: namely, to innovate.
Startups are changing our world, our society
and our economies with increasing pace and in
ways that were unimaginable just a generation
ago. It is about time they were given the chance
to change government for the better, too.
I hope you enjoy reading this report as
much as I did. And I hope too that whether
you are a business, policy-maker, innovator,
investor or local buyer, you will consider
working with us to deliver the UrbanTech
revolution, which will benefit so many.
Andy Street
Mayor of the West Midlands

6 | THE RISE OF URBANTECH: HOW NEW TECHNOLOGY IS REINVENTING LOCAL PUBLIC SERVICES

EXECUTIVE SUMMARY

T

his report highlights a moment of opportunity for local government and the UK’s
technology sector that is unique in the world. A radical wave of devolution, severe
budgetary constraints, a catalysing national digital policy direction, a growth in local
government entrepreneurialism and technological developments like cost-effective
cloud computing and near-ubiquitous mobile adoption have generated a special
set of circumstances for the UK. These factors, together with our world-beating tech
sector and digital talent pool, mean we could be poised not just for a period of rapidly
accelerating local government innovation, but for a real improvement in the lives of
millions of citizens.

The opportunity is increasingly important now
because local councils are fast becoming the
backbone of the modern state. Rooted in
communities, providing over 80 percent of local
public services at a cost of £56 billion last year, and
afforded increasing autonomy over budgets and
service delivery, councils have become the everyday
interface between the state and the citizen.

Digital technologies must play a huge role if
the necessary far-reaching reforms are to be
achieved. But this is not about better IT, or even
just encouraging self-service and ‘channel-shift’
from face-to-face interactions to online. And
nor is it solely about the ‘smart cities’ agenda,
with its often narrow focus on hardware like
sensors and the management of assets.

It has become something of a cliche to refer to
the challenging financial circumstances councils
face. But the facts remain eye-watering: the
ratcheting effect of an ageing population, rising
demand for services and ongoing fiscal restraint
creates an estimated £5.8 billion funding gap by
2020. This ‘Graph of Doom’, as it is sometimes
referred to in government circles, could soon be
ruinous for some councils unless radical steps are
taken to reimagine and redesign their services.

The UrbanTech innovation we showcase in this
report is about fundamentally and permanently
changing the way councils operate - everything
from their leadership, decision-making and citizen
engagement strategies to their staffing, culture,
data utilisation, structures and processes. In the
end, it is only by becoming much faster, more agile
and adaptable organisations - joining up data and
building services around the individual citizen that councils will be able to much more effectively
manage demand while simultaneously improving
the quality of services citizens experience.
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“A NEW KIND OF STATE, CLOSER TO
PEOPLE, SMARTER IN HOW IT USES DATA,
AND MORE RESPONSIVE TO PEOPLE’S
NEEDS AND ASPIRATIONS”
Against this backdrop, this report:
•

Shows how councils are embracing digital
technologies: some areas are approaching
digital maturity and are ready to take
advantage of the UrbanTech moment of
opportunity. Many more are just beginning
their journey. But as our research and case
studies highlight, it is already clear that the
prize for more efficient and more effective
services is great.

•

Examines the barriers locking out innovation:
these include legacy IT contracts that lock
in cost and siloed thinking, and lock out real
change; a fragmented market for buyers that
limits commercial leverage; and local startup
ecosystems that are underpowered, with
insufficient capital and networks acting as a
brake on the ability to scale.

•

Showcases the most forward-thinking
councils: chosen for their strong digital
leadership, approach to data, their creation
of pioneering technology initiatives and
partnerships, and evidence of high ambitions
for service transformation;

•

Highlights the unique value that startups
offer: if local buyers have the right platforms,
information and incentives to seek them out,
startups can successfully engage councils in
a wide variety of areas. We highlight a host of
leading startups that are already transforming
local services.

•

Helps tech startups sell into local
government: we make recommendations for
reducing the often high transaction costs and
long lead-in times for tenders that are often so
prohibitive for young firms.

•

Identifies future trends and areas ripe for
UrbanTech innovation: we believe the range
of services that stand to be revolutionised
by technology should excite investors, local
buyers, policymakers and startups alike.

Our first report, The State of the UK GovTech
Market, explored the UK’s leadership in the
emergent GovTech market. This latest report informed by hundreds of conversations with local
government leaders, tech firms and policymakers
over the last year - makes clear that the UK also
stands on the brink of an exciting new period
of local innovation. The barriers we highlight are
not insignificant, but can and must be overcome
if local councils are to be in a position to cope
with the huge challenges of the coming period
and benefit from the advantages of innovation.

“DIGITAL TECHNOLOGIES
MUST PLAY A HUGE
ROLE IF THE NECESSARY
FAR-REACHING
REFORMS ARE TO BE
ACHIEVED”

If together we seize this opportunity, the result
will be a once-in-a-generation transformation in
the way local services are managed, delivered
and experienced by citizens. A new kind of state,
closer to people, smarter in how it uses data,
and more responsive to people’s needs and
aspirations. At the same time, local government
will be in a position to turbocharge the local
startup ecosystems that will increasingly power
the UK’s local and regional economies.

8 | THE RISE OF URBANTECH: HOW NEW TECHNOLOGY IS REINVENTING LOCAL PUBLIC SERVICES

1. SETTING THE SCENE:

WHAT DOES THE LOCAL GOVERNMENT
LANDSCAPE LOOK LIKE TODAY?

OVERVIEW OF LOCAL
GOVERNMENT

I

t is critical that technology startups
looking to solve public policy problems
have a strong understanding of how local
government works, and the pressures
being placed on local councils. This is a
complex and still-changing landscape.

Local government is responsible for a range of
vital services for people and businesses in defined
areas. There are 418 principal (unitary, upper and
second tier) councils in the UK - 27 county councils,
212 district councils, and 179 unitary councils1 together employing in excess of one million staff.
These local councils provide around 80 percent
of all local public services that citizens encounter,
ranging from the payment of fees and council tax,
to tailored support for individuals with complex
needs, for example the sick, elderly and those in
the charge of the state. Councils are responsible for
well-known functions such as social care, schools,
housing, planning and waste collection, but also
lesser known ones such as licensing, business
support, registrar services and even pest control.

1

Local government in England: structures, House
of Commons Briefing Paper, May 2017

The total annual service expenditure by local
government in the UK is approximately £56 billion,
of which IT is currently one of the biggest spending
areas2. Local councils typically have more lines of
business than most companies with an equivalent
size of turnover: for example, a large metropolitan
council can have over 600 operations,
many of which are already underpinned by
technology. Figure 1 gives an overview of the
major categories in various types of authority.

2

Spending minus welfare payments and schools budgets. Local
Authority Revenue Expenditure and Financing: 2016-17 Budget,
England, Department for Communities and Local Government

“ANNUAL SERVICE
EXPENDITURE BY
LOCAL GOVERNMENT
IN THE UK IS
APPROXIMATELY
£56 BILLION”
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Figure 1: Different local councils and their key responsibilities
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London
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Transport
Social Care
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Libraries
Leisure
Environmental
Health
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Waste disposal
Planning
applications
Strategic
Planning
Local tax
collection

DRIVERS FOR CHANGE

T

he local government picture is
changing rapidly. Several major
structural factors are converging to
create new impetus for innovation
and experimentation. These include
cuts to council funding (as well as the
possible impact of Brexit), rising citizen
expectations, new collaborative networks
that are accelerating change and
technological developments that are
opening up new possibilities for more
efficient, responsive and personalised
services.

Budgetary pressures
Local councils have four main sources of funding:
•

Central government grants

•

Business rates

•

Council tax

•

Fees and charges

There is also a range of central government
grants for local bodies that sit outside of
local council control. Some funds flow into
councils, but must be passed directly on to
other organisations (e.g. funding for schools),
or can only be spent in line with national
policy stipulations (e.g. housing benefit).
For decades, the bulk of council income came
from a combination of government grants and

Urban Tech Graphs
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Figure 2: Subnational government expenditure as a percentage of
GDP and public expenditure 4
Global Average
Global Average

Figure 3: The ‘Graph of Doom’ - local authority expenditure
vs funding
up to 2019/20
business
rate income,
the latter being redistributed
by the government to take some account of need.
Funding
Net Expenditure
Due to large reductions in government grants
3
56 2010, this is no longer as true as it was.
since

LOCAL GOVERNMENT
LEADERS POINT
TO DIMINUTION IN
SERVICES

Since 2010, local councils have seen a 40
percent or more reduction in the size of the
central government grant - the mainstay of
local government spending. Further fiscal
restraint in coming years will require new
approaches to budgeting, including new
business models focused around outcomes
that are enabled through smarter use of data. A
recent estimate indicated that local government
will face a funding gap of £5.8 billion by
2020, driven not only by funding constraints
but also in part by an ageing population
and a rapidly rising adult social care bill.4
3

Subnational governments around the world
- structure and finance, OECD

4

Local Government Association, Future funding
outlook for councils 2019/20, June 2015
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Surveys of senior local government leaders and
staff suggest widespread concerns about a
deterioration in their services. Over 40 percent
of respondents to a recent survey said that their
2017-18 budget would lead to cuts that would
be evident to the public5, while around one-third
were not confident in their ability to make savings
without seriously
impacting service provision in
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2017-186. This figure increased to almost two-thirds
over a three-year horizon (to 2019-20) and around
five-sixths over a five-year horizon (to 2021-22).
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Internationally,
the proportion of both GDP
50public spending that local council
and
48
funding
represents is notably already lower
46 some other developed countries such
than
as 44
Denmark, Italy, Austria, Norway, Spain and
42
Finland
- perhaps reflecting the relatively
40
centralised
nature of the UK’s political
system. However, recent developments with
devolution are likely to significantly alter the
landscape, with greater budgetary control
Source:passed
LGA: Future
funding
for councils
being
down
tooutlook
the local
level.2019/20
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Almost 80 percent of local government
leaders now have very little or no confidence
in the long-term sustainability of the local
government finance system, while 88 percent
believe that some local councils will get into
serious financial trouble in the next five years.

5

Local Government Information Unit, 2017 State
of Local Government Finance survey

6

PWC, Local state we’re in, 2017
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Figure 3: The ‘Graph of Doom’ - local authority expenditure
vs funding up to 2019/20
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BREXIT AND THE IMPACT
ON LOCAL GOVERNMENT

Figure 3: In response, local public services will
need to share data and collaborate to solve
common problems in new ways7. Technology
and transformation will play a vital role, with one
authority estimating that up to 85 percent of
savings proposed have a direct or technologyrelated solution8. For example, councils are
already experimenting with automating
the bulk of customer service enquiries,
including through artificial intelligence.

“THE OUTLOOK FOR
LOCAL COUNCILS IS
LIKELY TO BE MATERIALLY
IMPACTED BY THE
UK’S EXIT FROM THE
EUROPEAN UNION.”

7

Producing the goods: Collaboration as the next frontier
of productivity, New Local Government Network

8

Source: interview LB Camden

The outlook for local councils is likely to be materially
impacted by the UK’s exit from the European
Union. Today, councils are the recipients of EU
funding packages from a multitude of sources including the European Structure and Investment
Fund, and the European Regional Development
Fund, which goes towards investment and
development projects. The European Social Fund
also provides funding for employment initiatives
and projects to promote economic prosperity.
The scale of the funding is considerable - with the
Local Government Association estimating that local
areas across the UK had been set to receive a total
of €10.5 billion (£8.4 billion) between 2014 and
2020 alone. There is no guarantee that the funding
will be maintained either as part of the new UK/
EU partnership, or at the current level as part of
discretionary funding by the UK government.
Local councils have also greatly benefitted from
foreign investment from the EU. Under current
estimates, nearly half of the foreign investment in
the UK originates from the EU, while many European
firms operating in the UK pay substantial sums to
local councils via business rates. This investment
also brings other benefits to regions within the
UK, including increased productivity, higher
wages, more employment opportunities and new
technologies. There are already indications that
this FDI has been hit by the uncertainty stemming
from the state of the Brexit negotiations.
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Urban Tech Graphs
Figure 4: Preferred ways to access online services 11

Excusively Online

By 2020, local government will be funded entirely
through locally-retained business rates, council
tax and other additional income (e.g. fees). In
principle, this will incentivise local councils to
promote local economic growth and be financially
self-sufficient. Anticipation of this change is
already triggering new relationships with local
businesses to encourage investment, retention
and relocation - including more local procurement
and engagement with the local tech clusters.

18%

Mostly online but would rather
go offline for some services

43%

An equal amount of both
online and offline

20%

Mostly offline but would rather
go online for some services

7%

3%

Excusively Offline

5%

No Preference

4%

Don’t know

Source: Digital by Default: Understanding citizen attitudes; Deloitte

SpaceHive has recognized this opportunity by
creating its own crowdfunding site that invites
community groups to host projects on its site
and allows communities to contribute funds.
The company has partnered with a number of
councils. Most recently, SpaceHive partnered with
Mayor Sadiq Khan and the London Authority.
Through the SpaceHive platform, 57 projects
have received funding from 5,500 Londoners,
leading to over £1.7 million in total contributions.

Na

l Public Ser
na
vic
tio

Four in every five adults in the UK own a
20%
smartphone and about three quarters of them
access the internet on their phones on the move9.
In a world where engaging with services as a
consumer has become simple, convenient and
intuitive, there is now a high expectation that
simple transactions with government services,
such as tax or permits, can be easily dealt with 10
online. In more complex cases where a concern or
Source:
a complaint can’t be dealt with easily and in one
step, citizens expect services to be adaptable and
seamless. A recent study showed that 88 percent
of the public are now open to using online services.

80%

This will save money, too. The cost of digital
transactions is estimated to be up to 20 times
lower than by telephone, 30 times lower than
by post and 50 times lower than face-to-face.
For example, obtaining a parking permit online
is far cheaper and more convenient than
queuing at a council kiosk. The Government has
estimated that up to £1.7 billion a year could be
saved by greater use of online transactions.

9

Ofcom, Adults’ media use and attitudes, 2016

10 Digital by Default: Understanding citizen
attitudes, Deloitte, April 2014

es

As budgets reduce, ‘city crowdfunding’ may be a
way to fill the gap between citizen demands and
ongoing fiscal restraint. Citizens in cities as far apart
as Brighton, York and Bristol have successfully
raised funds for important local schemes.
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rit CITIZEN
utho y serv
ic
lA
a
c
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SPACEHIVE FACILITATES
CROWDFUNDING FOR
LOCAL PROJECTS

Local Public Service Delivery

Lo

CASE
STUDY

Urban Tech Graphs
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Figure 5: Cost per transaction of public sector customer interactions 13

Face
to Face
88%

£8.62

Phone

£2.83

Online

£0.15

DEVOLUTION, GREATER
COLLABORATION AND
INNOVATION

Source: Socitm Insight

Figure 6: Number of organisations using open government The
data
UK government is undertaking the most radical
SURVEY
REVEALS RISING
in Europe, October 2017
programme of devolution within England in a
CITIZEN EXPECTATIONS
generation. Since 2010, 28 cities have negotiated
12

Novoville is a citizen engagement platform that
bridges the gap between local governments and their
citizens in a host of innovative ways. The company
Oslo
20
provides a free app for citizens and a sophisticated
1
Helsinki
4
dashboard for local councils to interact, track
and
13
Stockholm
respond to concerns. A recent Novoville survey of 2,500 St Petersburg
UK citizens found that while two thirds13Copenhagen
of citizens have
45
been in touch with their
localLondon
council over the last 18
2
Berlin
2 Warsaw
Kiev
169
28
months, councils are repeatedly
failing
to 21
meet their
1
6
expectations. Only 45 percentParisof14respondents
said
Munich
2
Bucharest
11
that they were satisfied with their council
services,
39
22
Zagreb
2
7
Bucharest
percent considered them just acceptable and almost
8 11
Rome
.
15 percent considered services
6to be unacceptable
9
Madrid
Skopje
4

10

Barcelona

2
Almost 7 out of 10 respondents felt excluded or
2
not well-served by existing methods of council
Source: Open
Data
Map would welcome the
communication,
and
81Impact
percent
public.io introduction of an intuitive, easy-to-use smartphone
app to communicate issues to their local council.

11

From problem-solving to civic engagement: How local
government in the UK can become more responsive
to digital citizens, Novoville Insights, June 2017

bespoke City Deals, which decentralise specific
policy programmes and funding streams from
Whitehall. Devolution Deals are now transferring
major powers and budgets over entire policy areas
to local councils, including transport and economic
13
35 regeneration ; they may go even further in future,
Moscow covering additional areas such as health (as Greater
Manchester’s devolution deal has included recently).
1

Powerful, directly-elected Mayors like Andy Street in
the West Midlands and Andy Burnham in Manchester
are accelerating digital transformation by creating new
frameworks for innovation, making it easier to share
data, procure jointly across several councils and operate
across boundaries14. The recent high-profile Urban
Summit held by Andy Street, and the Digital and Tech
Summit held by Andy Burnham are testament to
politicians’ growing interest in and reliance on digital
public.io
technologies
to fulfil their ambitious policy agendas.
Major UK cities are demonstrating their openness to
innovation in a way that compares favourably to their
international compatriots15. Leading town and city halls
are developing their own innovation record: paying
off technical legacy debt, implementing their own
digital strategies and creating new data platforms.
Important work has been done to develop common
standards, such as the national i-Stand framework
and Local Government Digital Service Standard, as
well as ‘single portal’ or regional procurement hubs.
12 Socitm Insight, 2012
13 Devolution to local government in England, House
of Commons Library Research Paper, 2016
14 Digital Devolution: A guide for mayors, TechUK, 2017
15 See the CITIE Framework http://citie.org/framework/
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CASE
STUDY
RED SIFT HELPING
COUNCILS WITH
CYBERSECURITY
COMPLIANCE
When common standards are developed, startups
can help public sector bodies with compliance.
The UK established the National Cyber Security
Centre (NCSC) in November 2016 and is expected
to turn on the heat in 2018 on many government
entities. The first duty of the NCSC is to help to
handle and diffuse significant cyberattacks. This
year alone they dealt with 590 such attacks. One
of the key issues, according to their 2017 Annual
Report, is the blocking fake emails: “One of the
biggest problems in UK cyber security is attackers
spoofing the government to send fake emails.
That is now much harder if bodies adopt the
Domain-based Message Authentication. Reporting
and Conformance protocol-better known as
DMARC - which helps to authenticate whether the
communications come from the said organization.”
One company that has capitalized on the new
regulations requiring DMARC compliance is Red
Sift, a PaaS (Platform as a Service) company. Red Sift
have built OnDMARC, a web application to monitor
who is using your domain to create fake emails
and block other fake emails from entering inboxes.
According to Red Sift’s Product Strategy Director,
Gino Coquis, despite the strong NCSC mandate
for DMARC adoption, “less than 20 percent of local
government” and just “1 percent of NHS traffic” is
DMARC compliant. This has real implications; all
it takes is one employee to click a link containing
malware, and an organisation’s entire security
infrastructure is compromised. Indeed, some
security reports suggest that the recent NHS attack
could have been an email attack. Implementing
DMARC will significantly reduce this possibility.

The Future Cities Catapult helps to forge links
between cities to advance urban innovation
and partnerships with the private sector and
universities. Leading cities have developed
new vehicles for buying and scaling ‘leading
edge’ solutions from the tech sector: London
Ventures, i-Network Manchester, Bristol is Open,
CivTech Scotland and Leeds are all examples
of regional, public service-led initiatives set up
by buyers themselves to make it easier for the
tech sector to solve public service needs.

INCREASING
LOCAL COUNCIL
ENTREPRENEURIALISM
Given the bleak financial picture, many councils
are rightly finding new ways to generate revenue
and make savings. Many are spinning out new
mutuals or setting up joint ventures with public or
private partners, as part of a new, entrepreneurial
drive to change the way councils do business.
Examples include Salford Council managing its
entire payroll through a mutualised credit union,
set up to combat the growth in high-cost, shortterm loans; and the ‘Leading Lives’ mutual in
Suffolk, dedicated to providing council care and
support services, which now employs 500 staff.
A major survey of 150 key local government
figures found that more than half of councils (58
percent) already own a trading company, and
a similar proportion (57 percent) also operate
a joint venture with the private sector. A recent
study estimated that local councils’ combined
profits from externally traded services were
£1.5 billion between 2008 and 2013 which
compares to the likes of JD Wetherspoons
(£353 million), John Lewis (£885 million) and
Waitrose (£1.25 billion) over the same period16.

16 Commercial Councils: The rise of entrepreneurialism
in local government, Localis, 2015
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2. URBANTECH IN ACTION:
HOW IS NEW TECHNOLOGY SHAPING LOCAL
PUBLIC SERVICES?

Urban Tech Graphs
Figure 5: Cost per transaction of public sector customer interactions
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STRONG NATIONAL POLICY DIRECTION

T

he national policy landscape is proving to be a catalysing force for digital
Phone
innovation.
With an £2.83
established and world-leading tech sector, the UK is also now
a recognised digital superpower: ranking first in the UN’s ranking of e-government and
e-participation 201617 and leading in open data18. This shows itself in the number of
public, private
and charitable
Online
£0.15 organisations in the UK that are putting open data to use.

17 United Nations E-Government Survey 2016: E-Government in support of sustainable development, United Nations, 2016

Source: Socitm Insight

18 See for instance http://opendatabarometer.org/

Figure 6: Number of organisations using open government data
in Europe, October 2017
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The Government is now providing a clear direction
through the Modern Industrial Strategy, Digital
Strategy and Government Transformation Strategy.
The work of tech-focused institutions like the
Government Digital Service, Tech City, Innovate
UK, Open Data Institute and the Catapults
provide further support and an evidence base
to follow, often on a localised level. Devolution
and combined authorities are looking to joinup service delivery in a smarter way, and the
Five Year Forward View of the NHS in England is
driving new thinking around the integration of
large NHS and local council budgets. All of this
is helping to catalyse local work in this space.
Nationally, the government is also involved
in major digital delivery projects on Universal
Credit and Verify, and has made progress
with personal taxation portals. G-Cloud and
the Digital Marketplace are established and
maturing, and local government procurement
guidance is being redrawn to encourage
innovation. The Scottish government is also
advancing public service innovation with the
most advanced central-municipal co-ordination
in the UK. ‘E-government’ is also being driven
by the European Commission as part of Digital
Single Market initiatives, which will continue
to have a strong bearing on the UK market19.

CASE
STUDY
FIRESOULS HELPING
TO SHOWCASE SOCIAL
VALUE
When writing a business case for a public sector
bid, one of the key components is now ‘social
value’. It was introduced to enable councils to
support local companies without falling foul of EU
state aid rules. The requirement is currently being
implemented by councils, and some councils
require demonstrations of social value to be be
shown for procurements as low as £1,000.
As a result, it has become particularly important
for councils and commercial providers alike
to implement ways of quantifying social
value. Firesouls have created the Social Value
Exchange, giving councils the ability to objectively
compare social value across various bids.
They work with councils including Essex to set
‘social value targets’, and subsequently connect
suppliers with charities, social enterprises
and community groups to bolster the social
impact of their bids - making sure the councils
meet the targets when they procure.

19 For more see: https://ec.europa.eu/digital-singlemarket/en/public-services-egovernment
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VISUALISING GOVTECH COMPANY
CATEGORISATION
Participation

Regulation

Delivery

Infrastructure

Administration

Participatory
budgeting,
consultation
and community
engagement

Identity, eligibility,
AML checks,
due diligence
software, etc

Local government
services, e.g.
(waste, public
health, libraries)
integration
with NHS, skills,
community
safety & policing

Public wifi, small
cell, Internet
of Things (e.g.
digital controls,
sensors, grid, etc)

Approaches to
licenses, software/
middleware,
database,
payments, cloud
management, etc.;
cyber-security

PAST APPROACHES TO
COUNCIL IT BUDGETS
IT is currently one of the largest individual spend
categories in local government. Collectively
councils invest around £2.5 billion per annum
on IT, with £1 billion of that spent on sourcing
and supporting all software applications. A
further 25 percent of this is estimated to be
spent on ‘shadow IT’ (purchases outside of
normal IT controls). Historically, IT purchases
support ‘back office’, support or transactional
functions: ‘GovTech’, on the other hand, refers to
the products tech companies have developed
in any area of the public sector as their primary
market focus: including administrative, service
delivery and smart infrastructure software and
devices. This B2G sector is growing fast, driven
by consumer, policy and technology trends.

Councils are sometimes active procurers and/
or developers of technology, and at other times,
pursue outsourced models with expansive,
long-term IT service contracts or partnerships.
The scale of IT contracts is vast, with most local
councils having a mix of legacy solutions and
software, middleware, software-as-a-service
and open source products servicing often
hundreds of discrete lines of business.
IT procurement often involves long lead times
and many local councils are now reviewing
rules to become more startup-friendly,
reviewing procurement rules, adopting
common standards and frameworks and
baking in new frameworks such as G-Cloud.
However, the sector has historically been
dominated by large suppliers20. At central
government level, the trend is now for a greater
multiplicity of suppliers and a steady erosion in the
oligopoly of a small number of dominant providers.
In 2013, 53 percent of IT spending was with just 10
companies. By 2015, this had fallen to 39 percent.
At the local level, the oligopoly also remains in
the ascendancy, with almost half of spending
(47 percent) going to the top twenty suppliers.
While the proportion of spending going to
smaller firms is increasing, this is occurring
more slowly than at the national level, with
spending with the top twenty suppliers falling
by only 5 percent in the last few years.

20 Transforming local public services using technology and digital
tools and approaches, Local Government Association, 2014
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Figure 7: Proportion of local government ICT spend going to the top
twenty suppliers 2015 - 17

Source: Tussell - derived from or comprises
information from contract awards (Contracts
Finder or TED) - rather than invoices

RECENT TRENDS IN
URBANTECH
It is natural that digital strategies within UK
local government are very much a product
of place and the political priorities of the
administrations advancing them. Nevertheless
there are some common themes shared by
almost all councils expressing a digital ambition.
Councils will typically have a plan around
customer service and modernisation, but a
number of local councils have gone much
further, often in the form of specific strategies
that encompass the following trends.

Channel-shift
With a strong focus on access to services, digital
inclusion and channel-shift, these strategies
focus on increasing digital take-up - examples
include Hammersmith and Fulham, Cumbria,
Calderdale and Rotherham, all of which place
strong emphasis on encouraging channel shift

and the steps the council is taking to help both
their residents and workforce adapt. These
councils look to technology to tackle a range of
factors including access to broadband, financial
exclusion, disability, isolation, skills and confidence.

EXAMPLES OF
CHANNEL-SHIFT
The London Borough of Hammersmith and
Fulham developed an integrated, secure,
online customer self-service portal for council
tax, benefits, resident and business permits,
visitor permits and environmental reporting.
The portal has achieved £1.2 million in net
savings per annum, with 70 percent of
parking permit renewals completed online
and 70 percent of all households registered21.
21 Transforming local public services using
technology and digital tools and approaches,
Local Government Association, 2014
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BIG(ISH) DATA AND
GOVERNMENT AS A
PLATFORM

“THERE ARE
HUGE GAINS
TO BE MADE
BY JOINING UP
DATA AT THE
CITY LEVEL”

Increasingly sophisticated councils are beginning
to use data to plan ‘place’ (infrastructure and
human interaction with public realm) as well
as services, often linking with universities and
Digital Catapults. While these strategies do
focus on 24/7 customer services they also
look at the wider picture, including Big Data,
Open Data, work to support start- and scaleups, partnerships with universities, advanced
digital skills and the wider economy.
Why does this matter so much? Today, public
sector organisations often hold their own data
separately, recorded in a variety of formats and
in many, many different IT systems. Data about
one citizen can exist on up to 30 separate
databases with no unique identifier (such as a
National Insurance number, passport or NHS
number) to connect them. It is not only public
sector management information that could
be harnessed; there are at least four kinds of
data that could be being drawn together:
•

Data the council owns and can use

•

Data the council theoretically owns, but
which sits with a third party contractor and is
either difficult to access or must be paid for

•

Data that can be accessed by the council but
is unusable (e.g. not machine-readable)

•

Data collected by third parties that councils
cannot readily access

This complexity and fragmentation often
prevents cities from seeing which data might
be brought together and analysed to improve
a service outcome, and can be exacerbated by
persistent, cultural resistance to data sharing.
There are huge gains to be made by joining
up data at the city level, especially as greater
devolution reduces the fragmentation of services,
opens up new funding streams - including through
business rate retention - and allows policymakers
to build up a city-wide picture of public policy
problems. For example, the aggregation of
electronic payment data and mobile phone data
can also be used to tackle issues like congestion
and cyclist safety, and better understand
demand for services and use of public realm.

The Greater Manchester Combined Authority
is planning to set up a unified architecture to
support data sharing between different public
sector organisations in the city. Similarly, in
late 2016, London Councils and the Mayor of
London agreed to co-fund a study to explore
how to improve the ways new digital and
data-driven services are shared and scaled, to
collaborate on new innovation challenges and
to address common or London-wide policy
challenges through digital technology.

IoT
Ofcom estimates that there are already over 40
million IoT connected devices in the UK and the
figure is expected to grow eightfold by 2022.
Cities such as Milton Keynes and Manchester
have already shown that infrastructure, energy
and public service usage can be optimised with
cheap, low-powered, IoT-connected sensors
that measure things like moisture, temperature
or whether a parking space is occupied.
Milton Keynes has installed IoT sensors into
public bins, enabling waste collection routes to
be optimised so that only those bins that are
full are emptied22. The city has also applied 300
connected parking sensors to direct drivers to
available parking spaces via an app, optimising
the use of the city’s parking spaces. Sensors
can likewise be applied to infrastructure such
as railway lines, traffic lights, and bridges to
provide early warnings of problems that can
be addressed before they cause disruption
and become expensive to resolve.
22 Smart Devolution: Why smarter use of technology and data are
vital to the success of city devolution, Policy Exchange, 2016
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SERVICE DESIGN

CASE
STUDY
SWITCHEE HELPS
SOCIAL LANDLORDS
TO CUT ENERGY
COSTS FOR
RESIDENTS
In 2014, Google closed a $3.2 billion deal to
purchase Nest Labs, a home automation
company that manufactures sensors for selflearning thermostats and smoke detectors.
Google’s acquisition not only provided a new
source of important data, but also showed
that there was demand from consumers for
wired products in their homes. If it’s true for
consumers, why not also for residents and
landlords in the public sector housing?
Switchee, the first B2B thermostat, has
successfully targeted large, social landlords
including in Islington, Royal Borough
of Greenwich, Bromford, Renfrewshire
Council, Oxford City Council and Glasgow.
In Oxford City Council, the installation of
Switchee’s solution led to considerable
council savings, including on the cost of
installation and annual subscriptions. Some
of these savings have also been passed
down to residents, who are able to control
their energy consumption and reduce their
energy spending. One resident in Oxford
City Council had her annual fuel bill cut in
half from £600 to just £300 a year. Switchee
also enables landlords to use data from the
thermostats to help identify potentially at risk
elderly residents, find out earlier about vacant
properties and give landlords advanced
warning about boilers that are out of order.

The most successful digital initiatives are rooted
in an understanding of what the users of a
service actually need and want. User-centered
design - also referred to as design thinking, or
human-centered design - starts with getting to
know the people you are designing for through
conversation, observation and co-creation.
Tools are then built, tested and redesigned
until they are right. By designing with the
users, not for them, local councils can build
digital tools that go with the grain of customer
behaviour and are more likely to be used.
§Startups like FutureGov have helped dozens of
local councils to observe their users, understand
how they feel and apply design thinking to come
up with new ways of solving their problems.
Welsh startup Digital Profile are using innovative,
user-centred design principles to help connect
young people to careers opportunities and
jobs and are already working with Cardiff
City Council. Other notable organisations in
this space include Snook, which has done
excellent work in Scottish local government,
Bromford’s service design lab - B.Lab - and Open
Change’s work with Dundee City Council.

ARTIFICIAL INTELLIGENCE
AND MACHINE LEARNING
Through artificial intelligence and cognitive
computing, local councils will have major
opportunities to automate high-volume and
expensive administrative tasks, while gaining faster
access to powerful and sophisticated insights that
will help policymakers make better decisions.
Customer service will be a key use case: Enfield
Council has already announced an innovative
programme to improve local service delivery
through the use of a virtual agent. Capable of
analyzing natural language, the tool understands
context, applies logic, learns, resolves problems
and senses emotions. The idea is that this will
make it easier for residents to locate information
and complete standard applications, as well as
simplify some of the council’s internal processes.
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CASE
STUDY
CALIPSA’S DEEP
LEARNING PLATFORM
AUTOMATES TRAFFIC
DATA COLLECTION
AND ANALYSIS
Calipsa develops cutting-edge artificial intelligence
software to monitor and analyse CCTV videos with
applications in transport and urban cities. There
are close to 250 million cameras in the world
today and the status quo still relies on human
operators to analyse and monitor these video
feeds. This is both inefficient and unscalable, and
means councils are missing key insights. Calipsa is
working with public and private sector companies,
including local councils in the UK, France and The
Netherlands to provide significant cost savings and
efficiency gains. Use cases include improving traffic
enforcement, understanding transport usage and
reducing congestion. They have a three year deal
with the French Ministry of Transport, and have a
pilot with the UK’s Department for Transport.

“1.6 TRILLION
HOURS OF VIDEO
ARE CAPTURED
ANNUALLY. WE
WOULD NEED TO
EMPLOY OVER
110 MILLION
OPERATORS TO
KEEP UP.”
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CITIZEN ENGAGEMENT/
NEW DEMOCRACY
Sophisticated councils are now developing multichannel approaches to communicate with their
citizens. This includes establishing a council
presence in the right places, including platforms
offering personalised interfaces - such as a mobile
app or web platform - in which citizens have the
freedom to pick the topics they want to be kept
in the loop about, ensuring content is relevant.
Councils are not sticking to one platform, and the
best are adapting different approaches on different
platforms, including Facebook, neighbourhood social
network Nextdoor, citizen engagement platform
Novoville and a range of other specialised tools.

CASE
STUDY
NOVOVILLE BRIDGES THE
GAP BETWEEN CITIES
AND CITIZENS
Citizens overwhelmingly have a negative
experience engaging with their councils. It often
takes multiple interactions and many weeks to
deal with basic issues. Satisfaction with councils
is the lowest of any industry in the UK.
Novoville is a company that has built a free app
for citizens, and a connected, modular-based
platform for councils to help them with incident
management, payments of parking permits, fines
or council taxes and mobile surveys. Novoville
releases additional modules as and when councils
and citizens demonstrate appropriate demand.
Using Novoville, a large council was able to save
£4.80 per invoice and reduce outstanding payments
by 18 percent p.a. (c. £0.5 million). Another council
was able to save an average of £6.18 per citizen
report in handling fees (a total of £0.1million)
over the past 12 months, whilst a third council
reported citizen engagement of over 40 percent
in the first six months of implementation.
Novoville is a great example of a UK company doing
well internationally. The company is working with
40 paying councils across Switzerland, Greece and
Belgium and 90,000 citizens are using the app today..

COLLABORATIVE VEN
GM-Connect
In 2017, Greater Manchester Combined
Authority (GMCA) set up a Greater
Manchester-wide transformational
data sharing capability and governance
structure - GM-Connect. It will direct and
own GMCA’s data-sharing strategy across
public agencies, replacing the myriad
of existing data policies with a single,
coordinated approach. A key priority will
be to support the delivery of the city’s
health and social care strategy, Taking
Charge, which will use technology to
give citizens greater access, ownership
and responsibility over their own data,
generating multiple ways to interact with
the health and social care system and
putting people at the heart of how their
information is collected, stored and used.

THE RISE OF URBANTECH: HOW NEW TECHNOLOGY IS REINVENTING LOCAL PUBLIC SERVICES | 23

CASE
STUDY
COMMONPLACE PROVIDES
PLATFORM FOR CITIZENS
TO ENGAGE ON PLANNING
ISSUES
In many cities when it comes down to important decisions
about city planning, a small, vocal minority wins. Residents are
left out of the conversation, unable to express their opinions
about projects likely to affect their everyday lives. While there
are many participation tools, it can be difficult for residents to
know which platform to use, or how to make their voice heard.
Commonplace provides an engagement platform to help
improve relationships between developers, politicians, and
communities. During a recent Waltham Forest pilot, they
had been engaged by the council about a £30 million
investment in Mini-Holland, a programme to radically
improve cycle routes and public spaces across the borough.
While drivers and other local lobbyists opposed the deal, 72
percent of residents were neutral or in favor of the deal.

NEW NETWORKS OF
INNOVATION
Another key trend is groups of councils beginning
to act in concert to establish more specialist
networks. Our research highlighted the creation
of new regional clusters to surface innovation,
often in conjunction with higher education.
i-Network is an established innovation network
spanning the Greater Manchester Combined
Authority and public services in the North West
promoting collaboration on service innovation
and e-standards through the i-Stand initiative23.
Bristol is Open is a special purpose vehicle
between the city council and the university to
provide a platform for experiments. London is
currently scoping a new, virtual London Office
for Technology & Innovation (LOTI) to co-ordinate
common standards and joint buying across willing
councils24. And Essex County Council, serving a
population of 1.2 million people, aims to promote
digital leadership through a corporate digital
service that has been dubbed a ‘mini GDS.’

23 http://istanduk.org/
24 GLA scopes out creating London Office of Technology and
Innovation, Government Computing, 4th May 2017

NTURES
i-Network (Greater Manchester,
West Midlands & North West)
iNetwork is a public sector partnership
hosted by Tameside Council that links over
80 councils, police, fire, health, housing
and voluntary sector organisations
across the North and Midlands. In
addition, it runs national programmes
for Government and hosts the local
government information standards
organisation, iStandUK. Its priorities
for 2017 include early intervention and
prevention; more effective digital delivery;
information sharing security and effective
procurement and commissioning.

London Ventures
Developed and managed by EY in
partnership with London Councils, London
Ventures brings together private sector
companies, investors and local councils
to drive innovation and cost efficiencies.

Since 2013, it has selected and run a
cohort of programmes to solve problems
agreed by representatives from the 32
boroughs and used existing political
and public services networks - London
Councils’ Leaders Committee, the Chief
Executives’ London Committee and
Society of London Treasurers - to scale
change. Projects include: Automating
back office functions with robotic
software; providing safeguarding solutions
through predictive analytics and risk
modelling; crowd funding civic projects;
preventing fraud; and helping councils
and service users find the right social
care. While these focus on digital services,
London is also scoping a new collaborative
framework between boroughs to align
standards, technology procurement and
data-sharing between boroughs.

Scotland: local leadership and
CivTech Challenges
Since 2013, Scotland has developed an
advanced governance and innovation
infrastructure for digital services. This
includes a Chief Digital Officer and
Chief Technology Officer funded by 28
Scottish local councils to drive digital
transformation. The two will lead the
newly created local government digital
office, which will set the long-term
digital direction for local government in
Scotland and be a centre of excellence
in data, technology and digital, working
with the councils to help them with
their own transformation. In addition,
the Scottish Government backs a
series of CivTech challenges to solve
problems set by government agencies.
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STARTUP
INVOLVEMENT
O

n the face of it, there are promising
examples of startup-friendly
approaches at the local level. Some cities
have adopted direct interventions: for
example, Liverpool City Council has targets
to increase bids by small and mediumsized firms by 10 percent, and the share of
contracts won by them by 5 percent, on
an annual basis. Councils like Manchester
City Council require no pre-qualification
for contracts under £100,000 and have
targets for engaging local enterprises.

v

COUNCIL SPENDING
WITH SMALL AND
MEDIUM-SIZED FIRMS
TOP

BOTTOM

1. Monmouthshire
County Council 25.6%

146. Peterborough
City Council 6.7%

2. Isles of Scilly
Council 25.4%

147. Manchester
City Council 6.5%

3. Windsor and
Maidenhead 21.9%

148. South Tyneside
Council 5.8%

4. Stoke-on-Trent
City Council 21.7%

149. Sheffield City
Council 4.3%

5. Vale of
Glamorgan County
Council 21.5%

150. Barnsley
Borough
Council 4.2%

In practice, however, there is a mixed picture.
Some local councils spend more than a quarter
of their budgets with small and medium-sized
firms; for others, it is less than 5 percent.
While it might be expected that location or size
of council influences spending with smaller firms,
this is actually a red herring. In fact, the Centre
for Entrepreneurs recently concluded that:
“The amount of spending with small firms
does not depend on the financial size of the
council, its location, local earnings, political
control or the developed environment...a
council’s set of priorities is the primary factor
influencing spend on small companies.
Where an authority’s leadership commits to
boosting small firm spend, they are able to do
so - indicating that the key factor is having a
Spend Small policy and implementing it.”25
In 2014, the top 20 suppliers to local government
succeeded in capturing 10.6 percent of all
local authority spending with private sector
companies. This contrasts with the 12.5 percent
of spend secured by the 78,128 small firms
(SMEs) that trade with local government.
Within ICT spending specifically, a 2014 analysis
of eight city councils showed that middle and
large businesses accounted for almost all IT
25 Spend Small: The local authority spend index,
Centre for Entrepreneurs, 2014

spending (98 percent), with small businesses
accounting for just 2 percent26. However, the
picture appears to be improving. The Digital
Marketplace now has almost 4,000 suppliers from
across the country. Over 70 percent of suppliers
are now outside London; 91 percent of suppliers
to the marketplace are small and medium-sized
firms27. As the case studies in the report have
highlighted, with the right idea, it’s clear that
startups can successfully engage local government.
26 Delivering the Smart City: Governing Cities
in the Digital Age, Arup, UCL, 2014
27 National technological and digital procurement category
strategy, Guidance, Local Government Association
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CASE
STUDY
MASTODON C HELPS
COUNCILS TO PLAN
INFRASTRUCTURE AND
SERVICES
Planning for an uncertain future around children’s special
education is a challenge many councils don’t feel ready
to face. Should they be building new schools for special
needs students, or investing in more teachers to keep
students in mainstream classes? Should they be working
with other councils to provide infrastructure? Considering
that 1 in 100 people in the UK aged 4-26 are born with
Autism28, these are questions that face just about every
council in the UK.
Mastodon C’s founder, Fran Bennett, offers a potential
resolution with her SEED model, a product that uses open
source technology and council data to help councils learn
the potential cost and number of children who may need
to receive care. They are currently working with a London
borough that was facing a series of challenges including
rising rates of autism, to help map out scenarios as far as
10 years into the future. Their main differentiator is that
they can also breakdown the data based on the severity
of special needs and disabilities. This helps councils to
make data-based decisions around investments in special
needs education and avoid difficult scenarios such as
having to send disabled or special needs children far
away from their home due to a lack of capacity. They
are also encouraging councils to form joint strategies
to achieve more with less due to budget constraints.

28 ASD Populations Census 2011 estimate
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CASE
STUDY
BARBOUR LOGIC
Total council income from parking in 2015-16
in England exceeded £1.5 billion in 2015-201629.
A shortage of staff has led to long wait times in
many councils’ appeals processes. Councils can
receive around 23,000 appeals a year, presenting
a need for greater efficiency in handling requests.
Barbour Logic was originally founded by a journalist
who was employed by a London borough to write
clear letters in response to drivers’ complaints
about penalty charge notices (PCNs). So far, the
company has developed two products: Response
Master and Self Service. Response Master writes
clear letters that ensure motorists get a clear,
consistent response to their query while SelfService is a customer-facing web product that
learns from user behaviour to help inform drivers
about whether their appeal will be successful, and
gives further recommendations on the process.
According to Managing Partner, Fiona Deans,
Barbour Logic fits in with the “British Parking
Association’s positive parking agenda, which could
mean members of the public seeing parking and
traffic enforcement as a positive thing to help
traffic and manage space better.” Barbour Logic
now works with over 60 councils to help clear
backlogs and manage ongoing appeals processes.

29 Local Authority Parking Finances in England
2015-16 , RAC Foundation for Motoring

CASE
STUDY
HIYACAR’S RENTAL
PLATFORM HELPS CITIES
MANAGE VEHICLE
FLEETS
Asset management is an issue all councils face
in the UK. Specifically, one asset councils have
struggled to manage effectively are cars. According
to a survey by Fleet News, there are 50,000
cars operated by UK councils. Many councils
own fleets of cars that go largely unused, decay
and require annual maintenance30. HiyaCar
is one of a growing number of private sector
companies offering to relieve the burden on
the public sector. However, their approach is
different since they offer a peer to peer car rental
platform and keyless technology to access cars.
So far, HiyaCar has secured a pilot with Adur &
Worthing Councils. Their business case promised
“to reduce fleet costs for the Councils by up to 25
percent” and to “improve efficiencies as they will
remove the standing costs of pooled cars which
may be underutilized.” Another added benefit is
the potential bonus for government employees
with cars on the platform: “The scheme will also
reward employees who share their cars, helping
them offset the costs of an otherwise depreciating
asset. Overall, the amount of money leaving the
local community due to council car usage will
reduce by 75 percent.” After speaking with Phil
Makinson, Chief Commercial Officer at Hiya Car,
we learned employees could receive up to £2,000
a month by putting their cars on the platform.

30 UK council fleet drops below 50,000 vehicles,
Fleet Industry News, 2nd February 2015
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3. FUTURE PRIORITIES
AND OPPORTUNITIES:
WHAT’S NEXT FOR URBANTECH?
CASE
STUDY
Understand local government needs

O

ur conversations with leading CIOs
and CTOs reveal that they see big
opportunities for the further utilisation of
technology that pulls together data from
an ever-wider set of sources and provides
contextual outputs.

Sources such as location data from mobile
phones; greater capacity and utilisation from
communication networks; sensors; personal
analytic devices; council’s application systems
- for example council tax systems - records;
and finally, publicly available datasets such as
open data will give councils a repeatable and
systematic approach using public and private
data sources for the discovery, preparation,
analysis and delivery of actionable insights.

Our research suggests that the best councils are
asking themselves the following kinds of questions:
Technology estate - How many lines-ofbusiness does our council operate, and what IT
do we use to support those lines and how?
Data - How does our organisation hold
and store data from these lines-of-business
and other sources corporately, and to what
extent is it computable and shareable?
Security - What are the vulnerabilities of
our council technology and systems and
what is our approach to cyber security?
Procurement - How does our organisation
buy technology, how open to smaller
tech firms is the council and what is the
typical sales cycle for tech providers?
It is clear from our research that future service
needs will materialise in three broad areas:

TRAVELAI
HARNESSING
LOCATION
DATA
Smartphone penetration
in the UK has reached
unprecedented levels with 1.2
mobile phone subscriptions
for every person living in the
UK31. TravelAI takes advantages
of the ubiquitous use of
mobile phones to provide
cities with data and insights
about how its residents use
transportation infrastructure.
TravelAI’s CEO, Zac Zachariah,
says, “London has the Oyster
card system, but then there’s
an information asymmetry

31 CIA World Fact Book, UK

gap when it comes to cities
outside London. What we offer
city and transport providers is
a solution that creates a clear
narrative between citizens
and providers to make public
transportation better.”
TravelAI has worked with 5
cities in the UK, including
Leeds, Newcastle, Oxford
County Council, Ipswich
Borough, and Coventry
Council. Traditionally,
many of these cities relied
on paper-based surveys
and dated census data
to make decisions about
investing in transportation
infrastructure. Travel AI
manages data collected
through its API (Application
Programming Interface)
and turns it into high level
insights to help cities up to
date, data-based decisions.

Support for strategic functions, such as data
and budget platforms to allow for more
effective internal and external spending
transparency and data analysis;
Services personalised to citizens with
high or complex needs, such as social
care and early years services with partners
across the public services (e.g. children’s
services, NHS, transport, or police); and
Services with high external citizen interactions
such as payments, repairs or reporting.
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This diagram outlines where our research suggests the specific strategic, front-line, middle- and back-office opportunities lie. The
diagram also gives examples of the kind of startups who will, in the future, be well-placed to help drive UrbanTech transformation.

STRATEGIC

FRONT-LINE SERVICES

DEMOCRATIC PARTICIPATION

Commonplace
Crowdsourced
planning
responses

LIBRARY & COMMU

Customer Record Management / Workflow and
process management / Secure payments and
identity verification / intelligent self-service portals /
Robotics Process Automation / AI-supported customer
service; / Customer loyalty, incentives and reward.

Online consultation and engagement
services to identify local needs

Novoville
Citizen - Council
engagement
platform

CUSTOMER SERVICES

Neighbourly
Connects
community
projects with
businesses

Alexa Amazon
Using Alexa
to augment
customer
service

DigitalGenius
Deep Learning
for customer
service

Barbour Logic
Automating
the parking
ticket process

Open and self-service / ma
customer flow / service dis

Qudini
Managing
appointments
and queues
for customers

Space
Crowd
for loca

SERVICE DESIGN

IMPROVED CONNECTIVITY

WASTE COLLECTIO

Data platforms / Prototyping tools /
Sentiment analysis of user needs,

Public wifi / small cell technology / 4G and 5G
/ fibre-to-the-home / business broadband

Receptacle sensors (IoT) / in
technology / nudge-messag

Snook
User centric
design studio

FutureGov
Designing
public services
for local
authorities

Digital Profile
Marketplace
for secondary
school students
into the job
market.

DevicePilot
Locate, monitor
and manage
connected
devices at scale

Tamoco
World’s largest
network of
proximity
sensors

Gigaclear
Delivering
ultrafast
broadband to
rural areas

Neul
Smart sensors
for waste
collection

Loyalt
Increa
conver
throug
nudgin

DATA

SOCIAL CARE

PUBLIC REALM & E

Data discovery / interactive dashboards / Open
Data platforms / Cloud analytics / web monitoring
tools / avoidance of data lock-in via open standards
/ open source data processing platforms

Connected devices / integration and orchestration
platforms / online advice/chat-bot/professional support
/ integrated care records / systems and housing
management / customer care systems via SaaS

IoT sensors and delayed and
public real and energy cons

GeoSpock
Process
enormous data
sets without the
hosting costs

CognitiveLogic
Join up data
from different
organisations
while retaining
privacy

Peak.bi
Automatic
insight from
any data set

COMPLEX OR HIGH
VULNERABILITY COHORTS
Data integration platform / highly personalised
management e.g. looked after children, homelessness,
domestic violence, youth offending/gangs

Mastodon C
Using data
to help
councils plan
infrastructure
and services

ChatterBox
Learn languages
with refugees

Safe and
the City
Report sexual
harassment
cases in your
community

Cera
Full-service
home care
from highly
experienced
carers

SuperCarers
Home care
on demand

Buddi
Personal
emergency
response
service through
a wearable

Pavegen
Harvest energy
and data
from footfall

Switch
Smart
therm
for affo
housin

PUBLIC HEALTH

TRANSPORT

Personal fitness / diet / wellbeing

Traffic management / park
quality monitors / driverles

Thriva Blood
testing kit
to monitor
health data

Kaido Wearable
that delivers
personalised
health reports

OurPath
Control diet
through
support and
health tracking

Calipsa
Detect traffic
incidents
through AI for
CCTV cameras

HiyaCa
Rent o
your ca
vehicle
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Figure 8: Key UrbanTech opportunities and possible startup involvement

BACK OFFICE

UNITY SERVICES

WELFARE

HUMAN RESOURCES OPERATIONS

anaging
scovery

SaaS/apps to assist achieving higher levels of
financial inclusion preparation for universal credit

Integrated ERP / performance integration
systems / SaaS for common HR business
functions intelligent process automation”

eHive
dfunding
al projects

trellyz
Community
service discovery
platform

n-cab
ging

Pariti
Efficiently pay
off debt and
start saving

PERFORMANCE MANAGEMENT
AND BUDGET SETTING
Interactive dashboards, software visualisation
tools real-time data capture and analytics
/ planning and budgeting systems

MacRebur
Build new
roads with
waste plastic

ENVIRONMENT

d real-time analytics for
sumption management

hee
t
mostats
ordable
ng

Aire
Credit scoring
for those
that don’t
traditionally
qualify

Charlie HR
Onboard new
hires, store
documents, and
book time off

MIDDLE OFFICE

ON & RECYCLING

ty Bay
ase
rsion
gh smart
ng

Pockit
Financial
services for the
unbanked and
underbanked

Spotsen
Air quality
sensors for cities

Cambridge
Intelligence
Connected
data insights

Flourish
Data
visualisation
tool

Geckoboard
Dashboard to
improve team
performance

INFORMATION GOVERNANCE
AND SECURITY
GDPR and cyber-security assured/assurance
systems rights and records management

Red Sift
Stops fake
emails hitting
inboxes

GDPR365
Helps
businesses get
ready for GDPR

StatusToday
AI to understand
security risk of
your employees

MOBILITY

king sensors / air
ss systems

Low-code rapid application platforms

ar
out
ar or
e fleet

Seldon
Open-source
machine
learning
deployment
platform

Travel Ai
Using data
to optimise
transport
routes

Global App
testing
Crowdsourced
QA testing
for enterprise
teams

Pycom
Next
generation
IoT Platform

Saberr
Help HR
understand
relationships
and coach
teams

Administrate
Manage
entire training
operations

FINANCE OPERATIONS
payment integration systems / SaaS
for common finance functions

ReceiptBank
Paperless
solution for
accounting and
bookeeping

DueCourse
Raise an invoice
and get paid
in a few clicks

GoCardless
Recurring
payment
collection for
organisations

JOINT PROCUREMENT
Procurement portals, e-commerce platforms for local
tech sector, joint procurements with other councils

Indigoand
Cloud platform
to make it
easy to bid,
contract and
work together

Cutover
Manage human
and technical
resources
during critical
events

Firesouls
Quantifies and
maximies social
value from
procurements

The case studies throughout this report
highlight startups that are already actively
working with local councils. For illustrative
purposes, this graphic includes companies
that are not yet working with local councils,
but could be in the future - as well as the
major opportunities for the applications of
technology to key areas of council business.
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DIGITALLY
SAVVY
COUNCILS
A

range of major, urban councils can
be recognised as cutting-edge
through (a) their ambitions and plans
around digital transformation; (b) their
leadership in open data - the fuel for
startup innovation; (c) the forwardlooking projects they present for their
authority and region; and (d) the way they
are actively seeking to curate the local
marketplace.

The following table outlines examples
of a developing ecosystem of innovation
across larger UK councils.

Figure 9: UrbanTech ecosystems of innovation

Council

Pop.

Digital/ Smart City
Strategy or SPV

Open Data Platform

Notable future UrbanTech opportunity

Aberdeen

236,000

New operating model

SCA Open Data
programme
participant

Strategic: a new operating model for the city aims to embed smart city goals
into the design and operation of city services.

OpenData NI

Security - Northern Ireland is home to a budding cybersecurity sector with
companies like Black Duck, Rapid Duck, and even public companies like
Symantec. This is partly due to the security focus at technical universities like
Queen’s and Ulster that provide good quality talent.

Belfast

670,000

Supporting Urban
Innovation: the Smart
Belfast Framework

Renewable energy - including through
the Aberdeen Renewable Energy Group partnership.

IoT - The Internet of Things Annual Conference brings together
many of the key players in this area in the UK. In addition, the Belfast
Internet of Things Network has emphasized its work with SMEs.
Birmingham

1,100,000

Digital Birmingham

Birmingham
DataFactory
Big Data Corridor

Service design - ‘Living Lab’ programme of user communities, commissioners,
commercial partners and researchers throughout the design and testing
process.
Social care - City4Age aims to help the early detection of frailty risks.
Connectivity/economy smart Eastern Corridor & future HS work2

Bristol

449,000

Bristol is Open

Buckinghamshire

790,000

Buckinghamshire
Digital Strategy

Open Data Bristol
361 Datasets

IoT platform - City Experimentation as a Service (CEaaS ) concept
to companies that develop networking, connectivity, IoT, rich-media
and other smart-city solutions. From September 2016, a ‘softwaredefined’ urban digital test-bed is being deployed across Bristol, and
extended across the West of England, over the next couple of years.
Customer Service - emphasis on “Digital services so good, people prefer
to use them” and GDS-inspired service redesign programme to 2018.

THE RISE OF URBANTECH: HOW NEW TECHNOLOGY IS REINVENTING LOCAL PUBLIC SERVICES | 31

Figure 9: UrbanTech ecosystems of innovation

Council

Pop.

Digital/ Smart City
Strategy or SPV

Open Data Platform

Notable future UrbanTech opportunity

Cambridge

124,000

Connecting
Cambridgeshire

Cambridgeshire
Insight 163 Datasets

Transport - There will be £1.6 million made available by the Greater
Cambridge City Deal over the next three years, as part of its investment plans
to improve the transport infrastructure and promote economic growth in and
around Cambridge. Smart Cambridgeshire Intelligent Transport Information
and autonomous shuttle pilot are other signs of innovation.

Digital City
Peterborough /
Future Peterborough
programme

Sharing economy - Circular Peterborough encourages collaborative
working across the city to maximise the lifecycle of products and services,
driving greater resource productivity, reducing environmental impact
and addressing declining natural resource issues in the future.

Durham

856,000

Digital Durham

Data Mill North
486 Datasets

Digital transformation - aim for “flexible, modular architecture” by 2019.
They plan to be able to use the council’s data to develop new opportunities
for service provision, improve reporting, intelligence and decision making.

Essex

1,800,000

Smart Essex

In development

Social care - Digitisation may be included in the of £7 million adult social care
precept for digital care services.
Transport - This area includes bus capacity reform and potentially other
projects.
IoT - The city attracted a £2 million BT project for sensor lampposts.

Exeter

127,000

Exeter City Futures
accelerator

Devon Open Data

Green - Accelerator challenges for zero congestion and energy independence
work are driving factors in: halving the heavy-load vehicles, reducing
Exeter’s energy consumption, exploring alternative energy sources,
increasing active transportation, and on-demand shared mobility.

Glasgow &
Edinburgh Scotland

1,100,000

Glasgow Roadmap
(Phase 2 in
development)
CivTech accelerator

Open Data Glasgow
360 Datasets

Innovation - CivTech challenges run out of the Scottish Government’s Digital
Directorate provides an unprecedented route for entrepreneurs, startups,
SMEs and other businesses to develop the benefits of digital transformation
in the public sector.
Service design - Both maintain a focus on health and social care, justice
and social security digital redesign around the needs of their users.

Leeds

774,000

Leeds Data Mill

Data Mill North
486 Datasets

Service design - Open design principles, which promote
common standards for data and open APIs to improve
interoperability and position the city as an open platform.

London - Camden

220,000

Digital Camden

Open Data Camden
305 Datasets
London Datastore
714 Datasets

Service design - Technology-led outcomesbased budgeting across the council.

London Greenwich

275,000

Digital Greenwich

Sharing Cities
initiative

Green - Focus on innovation to promote environmental sustainability,
including low carbon energy use & conservation, sustainable
transport, city management and citizen engagement. £8 million
Greenwich Automated Transport Environment project.

Liverpool

466,000

Smart Liverpool

Open Data Liverpool

IoT - High-tech incubator, Sensor City, in the city’s Enterprise
Zone and in collaboration with two local universities.

Manchester

514,000

i-Network

Manchester Open
Data
GM Connect
City Verve
Demonstrator

Service design - GM-Connect to allow public agencies to easily access data
held by others in the city region.

MK DataHub
226 Datsets

Partnership - MK:Smart advanced Smart City Partnership.

Milton Keynes

256,000

MK Data Hub

Transport - Open-source approach for exploring
the future of Mobility as a Service (MaaS).

Enterprise - MK:Smart’s Apex Suite is a business engagement
platform allowing access to the MK Data Hub.

Newcastle

280,000

Newcastle
Open Data

Innovation - Grand Challenge initiative public procurement based
competition, to promote the region’s smart specialisation agenda.

Oxford &
Oxfordshire

677,000

Oxfordshire Open
Data 74 Datasets

Innovation - Target to identify range of expert agencies to
develop new digital services where no in-house capacity.

Sheffield

552,000

Sheffield Open
Data 325 Datasets

Enterprise - City Region aims for 6,000 startups by 2024.

York Open Data
888 Datasets

Service design - City of York Council and other decision makers,
such as the Environment Agency and NHS Trusts, will be able to
find holistic intelligence to make evidence-based decisions on the
design and operation of the city to benefit citizens. Focus on ultra-low
emission zone, changes in transport policy and flood planning.

York

207,000

York City Environment
Observatory

Service design - Smart Lab platform for generating new ideas,
partnerships on adult social care and sustainability.
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CAMDEN

GREENWICH

LEEDS

London borough

London borough

Metropolitan Authority

Population: 220,000

Population: 250,000

Population: 750,000

Specialism - Data

Political leadership: Cllr Denise Hyland
(leader), Danny Thorpe (Deputy leader)

Political leadership: Cllr.
Judith Blake (leader)

Innovators: Paul Copping
(Digital Greenwich)

Innovators: Dylan Roberts (CIO)

Political leadership: Cllr.
Georgia Gould (leader)
Innovators: Omid Shiraji (CIO), Ed
Garchez (CDIO, Shared Digital)
Camden Open Data site has had 1.7
million page views since it was first
trialled in 2015. Camden council is
a recognised leader in the use of
data to drive budgetary reform and
service redesign. Camden’s data
platform, which hosts over 300
different datasets, features up-todate information on everything
from parking bays and planning
applications to housing stock
and road accidents. Residents,
businesses, community groups
and others can access the data in
several ways, depending on their
needs. Camden’s Shared Digital
service with Islington and Haringey
will scale digital innovation across
these 3 London boroughs, serving
approximately 750,000 people.

“CAMDEN
OPEN DATA
SITE HAS HAD
1.7 MILLION
PAGE VIEWS
SINCE IT WAS
FIRST TRIALLED
IN 2015”

Specialism - Internet of Things
Digital Greenwich is a special purpose
vehicle established to develop and take
forward Greenwich’s smart city strategy
in partnership with other stakeholders.
The in-house, multidisciplinary team,
provides expertise in the areas related
to smart cities, such as the modern
built environment, implementing
Government-as-a-Platform, and
economic regeneration in the digital
age. Projects include The ‘Sharing Cities’
Lighthouse programme, a €25 million
project, where Greenwich will act as
a demonstrator area and trial several
initiatives, including: introducing 300
smart parking bays to help drivers find
parking quickly and conveniently; a
shared electric bicycle and car scheme
to reduce the number of citizens using
private cars; installing solar panels
in local homes to improve energy
efficiency; using the River Thames to
provide affordable heating for local
homes. Work with Surrey University’s 5G
Innovation Centre (5GIC) will enable it
to develop and trial smart city solutions.
The university have highlighted that
the centre’s 5G infrastructure (the
next generation of communications
technology) will provide the
opportunity to scale solutions at
a city or national level. GATEway
(Greenwich Automated Transport
Environment), funded by an £8 million
grant by industry and Innovate UK,
is a collaborative project involving
academia, government and industry in
the field of automated vehicle research.

Driven by CIO Dylan Roberts, the UK’s
third largest city Leeds is a recognised
leader in health integration, working
across the larger city-region. Leeds
Data Mill (Launched in March 2014)
provides an environment to store and
access Open Data from across the
City. Leeds is widely acknowledged
and cited by the Cabinet Office,
leading industry analysts Gartner
Group and others as leaders in the
field of open data. The new Leeds
Health Innovation Gateway will
provide a “virtual doorway” to the
city for innovators of all sizes, and the
city will work with them to identify
their needs and navigate them to the
most appropriate services, advice,
and expertise. In addition to helping
innovators navigate the system, the
Gateway will enable the innovation
process, acting as a key contact point
and relationship broker for startups
and small and medium-sized firms to
Leeds’ existing services, organisations,
structures, expertise and citizens.
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ESSEX

BIRMINGHAM

County Council

Political leadership -Cllr. Tristan
Chatfield (Cabinet member for
Openness and Transparency)

Population: 1,200,000
Political leadership - Cllr. Stephen
Canning (Cabinet member
for digital innovation)
David Wilde (Director of
Digital) and Jason Kitcat
A leading example of a county
council driving change strategically
across districts, Essex has developed
a keen focus on digital this year,
including the launch of the Smart
Essex programme in February. The
council announced the investment
of a £7 million adult social care
precept in digital solutions and the
wider scheme aims to create smarttechnology and digital-service projects
in five different areas: transport; adult
social care; the economy; physical
infrastructure; and public services.

“GREENWICH
WILL ACT AS A
DEMONSTRATOR
AREA AND
TRIAL SEVERAL
INITIATIVES”

Innovators: Raj Mack
(Digital Birmingham)
Birmingham is the UK’s second city,
a major player in the new combined
authority with a track record of
digital innovation32. Birmingham’s
Big Data Corridor project is funded
by the European Union under the
European Regional Development
Fund and is match-funded by seven
Project Partners - Birmingham
City Council, Aston University,
Birmingham City University, EnableID,
Innovation Birmingham, Telensa
and West Midlands Combined
Authority. The project has a specific
focus on challenges of the East
Birmingham area - health, well-being
and mobility. Among the project
objectives is the development of six
smart demonstrator activities for
the area. The Project will run for 3
years, until the autumn of 2019.
Project Partners will use data from
Internet of Things and Data Economy
environment for the development
of new products and services for
businesses based in the region. The
platform will combine open data from
various sources - transport, energy,
healthcare and other sectors - with
data from new ‘disruptive technology’
implementations, such as photonics
(smart lighting; optical fiber sensing)
or weather adaptive street lights.

32 http://digitalbirmingham.co.uk/about/test-1/
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NAVIGATING LOCAL
GOVERNMENT
PROCUREMENT
L

ike all other public sector procurement,
local government IT sales are subject
to EU law and its financial threshold
triggers that mandate compulsory
competitive tendering33. However, recent
deregulation and modernisation initiatives
have started to make the playing field
easier for smaller providers generally34.
Many councils now operate a single or
shared online portal with other councils
to simplify and standardise access to
market opportunities and contracts. The
Public Contracts Regulations adopted in
2015 allow for supplier pre-engagement
activities to ensure that capacity is built
ahead of tendering and to support
market-shaping.
Businesses can find local council objectives
in the council’s procurement strategy. Other
relevant legislation includes the Social Value Act,
allowing service commissioners to factor social,
economic and environmental considerations
into the bidding process. Many local councils
interviewed cited the importance of Social Value
considerations in promoting local economic
growth (i.e. contracts to local businesses), meeting
Apprenticeship Levy targets or even publicprivate data collaborations (augmentation of
commercially-gathered data for council purposes).

33 Where supplies and services procurements exceed £164,176,
and works exceed £4,104,394 (net of VAT and with effect from
January 2016) the European Procurement Directives must
be followed. Below this amount spend will be decided by
delegation or decision as per the council’s Standing Orders.
34 Federation of Small Business research in 2012: 94percent of
local authorities have initiatives to support SMEs in tendering.

CONTRACT LENGTH
AND SALES
The lengths of contracts depend on the value,
complexity and perceived risk associated with a
digital service or product. If the solution relates
to a service/product that is core to the ability
of the Council to deliver front line services,
the cycle is often extended - typically to 5
years. If it is a ‘commodity’ service or product,
the lifecycle is relatively short to enable the
council to take advantage of rapidly changing
technology. In these instances, the contract
length can vary from one year to three years.
Sales cycles vary significantly depending on the
type of product or service procured, and the
process for sign-off in the authority concerned,
which itself will depend on cost. For initial contacts,
local authority buyers tend to be mostly reliant
on sectoral networks to surface products and win
trust around new ideas. Individual approaches
to councils require significant due diligence by
the seller and will differ from council to council.

SELLING TO COUNCILS
While technology approaches will generally be
guided by the ICT function, many will also be
led by business units and/or other customer
support functions. First meetings tend to be
technical (to CIO directly) or service-orientated
(to operational director) and preferably a
combination of the two. Generally, political
(direct to Leader or Cabinet member) access
can be hit-and-miss, but more likely to be
successful in more digitally-mature councils.
In all cases buyers are seen as more likely
to expedite from discussion to potential
commissioning or procurement if sellers exhibit
good knowledge and alignment with the
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CASE
STUDY

council’s core plan and ancillary strategies (e.g. the
council’s digital/customer strategy or particular
service strategy which set out specific needs).
Service strategies typically last 4-5 years. Due to
budget cuts, councils will be in the process of
refreshing strategies or shaping clearer outcomes
and means of achieving them. Market shaping
discussions on the ‘art of the possible’ with
buyers during strategy development (typically
6-12 months before publication) is another
useful, if lengthier, potential route-to-sales.

CHALLENGES
AND PRIZES
When a council is procuring a technology
solution, they must specify their requirements
tightly. But it is very difficult for even the most
savvy and informed buyers to have full visibility
of the market. One estimate suggests that,
on average, local councils are aware of just 3
percent of available solutions when they write
specifications for a tender35. Our conversations with
UK CIOs reinforce this: most have to rely purely on
personal networks to find out about a particular
technology or company working in a given sector.
Similarly, the amount of bidders for the average
local authority contract is invariably low - around
three or four bidders per tender - meaning that
procurements are far less competitive than
they ought to be, and give advantage to larger
firms who can afford to pay for services that
alert them to available market opportunities.
Problem-based procurement platforms like
Citymart can help councils achieve greater
market visibility, as well as to specify tenders more
appropriately. And new collaborative platforms like
Apolitical will also provide a big part of the answer.

35 Estimate from Citymart, a procurement platform that
works with more than 100 cities across the world

APOLITICAL CONNECTING
CIVIL SERVANTS ACROSS
THE WORLD
Apolitical is a global network for government, helping
public servants find the ideas, people and partners
they need to solve problems. Apolitical aims to bring to
government the sharing we take for granted in other
sectors, making it easier to look around the world for
smart ideas and people. Apolitical’s online platform is
designed around the critical policy topics of our time
and connects public servants at all levels of government
to people tackling the same problems elsewhere.
Co-designed with public servants in more than 30
countries, Apolitical is built on the belief that what
is working in one government or one city is likely to
hold lessons for others. To make vast volumes of policy
data tailored and accessible, the platform is also
incorporating cutting edge artificial intelligence, through
partnerships with Oxford University spinout companies
MindFoundry and Oxford Semantic Technologies.
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There is also a growing trend for using ‘challenges’
to stimulate the market and bring new
technologies to bear on the most intractable
problems. Policymakers are making increasing
use of these challenges - backed up by cash
prizes and/or guaranteed pilot projects - to look
for better ways to solve problems, create value
and exploit the opportunities presented by
collaborative technologies. Well-designed public
sector challenges offer a blend of commercial
and altruistic motivations, ideally addressing a
specific sectoral or cross-cutting problem where
market forces and/or conventional government
procurements have so far failed. Often, they are
areas that need a technology-enabled jolt.
Nationally, the UK government has led the way,
with the creation of Innovate UK (formerly known
as the Technology Strategy Board) in 2004. The
body has now committed over £1.8 billion to
innovation, helping over 8,000 organisations
with projects estimated to add more than £16
billion to the UK economy and create nearly
70,000 jobs. Many of their projects now come in
a challenge format, similar to the Challenge.gov
initiative in the United States, an online platform
that empowers the US Government and the
public to bring the best ideas and top talent to
bear on the nation’s most pressing challenges.
Challenges are not a new idea; it was the
Orteig Prize that precipitated Lindbergh’s first
transatlantic flight back in 1927. But they are
making a comeback for good reason. Mayors
like Andy Street in the West Midlands, who has
just launched a series of ‘Urban Challenges,’ are
recognising that challenges not only often provide
a better solution to the problem at hand, but
also stimulate significant new investment from
companies that might never have applied their
technologies in this way. At their best, challenges
can even spawn whole new industries. It was the
2004 Ansari-X Prize, offering $10 million to the
winning creator of a re-usable passenger space
aircraft, which first opened up the space market
to the likes of Richard Branson and Elon Musk.
Today, private space travel is a $1.5 billion industry36.

36 Innovative State: How new technologies can
transform government, Aneesh Chopra

THE MAYORS CHALLENGE
The Mayors Challenge, funded by Bloomberg Philanthropies,
has been designed to help hundreds of cities across the
world to develop ideas that solve the most urgent problems
facing their city. Innovation experts visit each of the first 300
cities that sign up for the Challenge to deliver one-day city
hall training workshops to accelerate idea development by
drawing upon the expertise of the community. All entrants
receive expert guidance to develop their ideas and will join
Bloomberg’s cities network, which identifies, elevates, and
promotes innovations that work across cities. 35 Champion
Cities win up to $100,000 to test their ideas and build
local support. The five cities with the best ideas will receive
millions of dollars to implement their ideas at scale.
Past winners include the city of Barcelona, which aimed
to solve problems of loneliness and associated health
problems for city residents. Family, friends, volunteers, and
professional caregivers didn’t have a way to coordinate
with one another to make sure older people were
being cared for and engaged on an ongoing basis.
Thanks to the Mayors Challenge, the city was able to
create a digital app, “Vincles,” that brings together and
coordinates support around at-risk older residents.
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CONCLUSION
T

he breadth of the nascent UrbanTech
scene, as well as the dynamism of so
many local government leaders - both
elected and appointed - shows just how
exciting the transformation of local services
could be over the coming period. To have
mayors like Andy Street, Sadiq Khan and
Andy Burnham put digital tools at the
heart of their plans for the cities they lead
means that this change is all the more
likely. It is change that will improve the
lives of citizens and frontline workers alike.
Yet despite all of the pockets of good practice,
we are still a long way from where we need
to be. The UK is approaching a moment of
opportunity where we could begin to lead
the world in adopting new technologies
that will transform public services.
But too many councils are still failing to grasp
the nettle and set about fundamental, farreaching reform. Large suppliers still dominate,
sitting comfortably in 30-year contracts, and
these incumbents too often lock out the
smaller startups that will deliver the disruption
we need. And while central government has
produced a framework for nation-wide digital
change and been tough on large contracts and
large vendors centrally, it has often been too
hands-off when it comes to supporting locallevel transformation and ensuring that lessons
from central initiatives, like spend controls on
contracts, are passed on to local councils.
As a result, some local ecosystems remain
underpowered and underdeveloped, acting as
a brake on the supply side. And a number of
cities still seem to mistake using the word ‘smart’
with actually being smart when it comes to
procurement, data, design and building more
responsive services. And too many obsess about
hardware and sensors as opposed to focussing
on the many opportunities that software,
new services and automation can bring.
We are confident that real progress can be
achieved, but there is more work to do. More
challenges need to be posed by mayors who
want to procure solutions differently and invite

new investment into the toughest public policy
problems. More ideas need to be shared between
public officials who should be empowered
to take risks and try new approaches. More
tech startups need to consider how their
products might be applied in innovative ways to
improve council infrastructure, administration
and front-line services. And more investment
needs to flow into the early-stage com panies
and the founders who have the product and
track record to truly transform services.

“THE OPPORTUNITY
- TO SCALE, BUILD
PROFITABLE
BUSINESSES AND
CHANGE THE LIVES
OF MILLIONS OF
PEOPLE IN THIS
COUNTRY - IS
REAL. THE RISE OF
URBANTECH IS ONLY
JUST BEGINNING.”

A final word for the startups reading this: there are
418 councils in the UK. Many of them offer very
similar services to the citizens they look after. The
opportunity - to scale, build profitable businesses
and change the lives of millions of people in this
country - is real. The rise of UrbanTech is only
just beginning. Make sure you play your part.
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APPENDIX 1
ORGANISATIONS AND RECOMMENDED READING LIST

Organisations and institutes
to engage with
Open Data Institute
Nesta
SOCITM
Local Government Association
SOLACE
Local Digital Coalition
Localis
TechUK
New Local Government Network
Local Government Information Unit
The following papers and books
come highly-recommended
for startups, policymakers,
innovators and investors alike:

GOVERNMENT
STRATEGIES
Guidance on Devolution
https://www.gov.uk/guidance/
guidance-on-devolution
Government Transformration Strategy
2017-2020
https://www.gov.uk/government/
publications/governmenttransformation-strategy-2017-to-2020
UK Digital Strategy
https://www.gov.uk/government/
publications/uk-digital-strategy
Industrial Strategy
https://www.gov.uk/government/
policies/industrial-strategy
NHS Five Year Foward View
https://www.england.nhs.uk/
five-year-forward-view/

REPORTS
Small Pieces, Loosely Joined: How
smarter use of technology and
data can deliver real reform of local
government; Policy Exchange
https://policyexchange.org.uk/
wp-content/uploads/2016/09/
small-pieces-loosely-joined.pdf
Transforming local services through
digital; Local Government Association
https://www.local.gov.uk/
sites/default/files/documents/
transforming-local-servic-cfc.pdf
Government Productivity: Unlocking
the $3.5 trillion opportunity;
Discussion paper; McKinsey Center for
Government
https://www.mckinsey.com/
industries/public-sector/ourinsights/the-opportunity-ingovernment-productivity
Transforming local public services
using technology and digital tools
and approaches; Local Government
Association
https://www.local.gov.uk/
sites/default/files/documents/
transforming-public-servi-2a5.pdf
Connected Councils: A digital vision of
local government in 2025; Nesta
https://www.nesta.org.uk/sites/default/
files/connected_councils_report.pdf
Challenge Prizes: A practice guide;
Nesta
https://www.nesta.org.uk/sites/
default/files/challenge-prizesdesign-practice-guide.pdf
Delivering the Smart City: Governing
cities in the digital age, Arup, UCL
https://www.ucl.ac.uk/steapp/
docs/delivering-the-smart-city

Smart Devolution: Why smarter use
of technology and data are vital to
the success of city devolution; Policy
Exchange
https://policyexchange.org.uk/
wp-content/uploads/2016/09/
smart-cities-report.pdf

BOOKS
Citizenville: How to take the
town square digital and reinvent
government; Gavin Newsom
Digitizing Government:
Understanding and Implementing
New Digital Business Models;
Alan Brown, Jerry Fishenden,
and Mark Thompson
Delivering on Digital: The innovators
and technologies that are transforming
government; William D Eggers
Innovative State: How new
technologies can transform
government, Aneesh Chopra
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APPENDIX 2
METHODOLOGY & KEY CONTACTS

The researchers contacted leading CIOs through
the SOCITM network and external agencies:
The objective of the research was to assess the
following from these cities/combined authorities/
devolved administrations: London (London
Councils plus Islington, Hackney and Greenwich)
Leeds, Birmingham, Manchester, Newcastle,
Scotland, Bristol, Milton Keynes, Liverpool, Sheffield.

1.

who are the leading cities/combined
authorities and what are their main drivers for
digital change?

2.

who are the key players driving this agenda?

3.

what is the size of the potential GovTech
market in these cities/combined authorities?

4.

what has worked well and how, and their
opportunities/challenges?

5.

which processes do we need to get the
appropriate people collaborating?

Contact

Position/Authority

Deirdre Ferguson

Smart Cities Team, Belfast City Council

Andy Fullard

CIO, Birmingham City Council

Ruth Spencer

Sector Growth Manager - Creative & Digital, Bournemouth Borough Council

Suzanne Goff

Corporate Strategy, Cambridge City Council

Omid Shiraji

CIO, LB Camden

Sean Green

Head of IT at City of London Corp

Phil Jackman

CIO, Durham CC

Cllr. Stephen Canning

Cabinet member for Innovation, Essex CC

Colin Birchenall

Glasgow, CTO Scotland

Paul Copping

CIO, Digital Greenwich

Rob Miller

CIO, LB Hackney

Andrew Collinge

Assistant Director, GLA

Dylan Roberts

CIO, Leeds City Council

Neil Lawrence

CIO, Oxford City Council

Phil Swan

CIO, GM Connect

Paul Wheeler

CIO, Milton Keynes City Council
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