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Is federal innovation truly an oxymoron?In Innovation Nation, Taylor Fitzgerald argues that the
answer is a firm “no.”Innovation Nation will show you how the United States Federal Government
has helped create the greatest innovations of the past century. From partnerships in private
equity to startups and beyond, Fitzgerald exposes how a culture of modernization and dynamic
change has been able to thrive within the federal government.Creating an environment of
innovation can be difficult — but it is possible. Proprietary programs, partnerships, and best
practices from the world's leading experts on innovation and organizational change all help to
make it a reality. Innovation Nation is for anyone interested in learning how the government
innovates throughout its many federal agencies and teams. “Federal innovation” may seem like
an oxymoron, but it doesn't have to be. Ms. Fitzgerald believes that changing our mindset on
government and innovation is the first step.
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INTRODUCTIONWELCOME TO GOVERNMENT INNOVATION“You’re writing a book on
government innovation? How? There isn’t any.”Those were the supportive words of my father,
after I told him of my project in the fall of 2017. The popular opinion, both inside and outside of
the government, is to say that the government innovation is an oxymoron. Searching for, “why is
the government bad at innovation” in Google yields 168 million results in less than a second. The
anecdotal evidence indicates that federal governmental agencies are slow-moving and
ineffective. In some ways, this isn’t untrue.The National Institutes of Health’s (NIH) mission
statement is “to seek fundamental knowledge about the nature and behavior of living systems
and the application of that knowledge to enhance health, lengthen life, and reduce illness and
disability.”1 A recent self-study by the agency revealed that it was one of the top global funding
sources for biomedical research. However, it also found that it has been less likely to fund
“innovative” ideas than “safe” ones.2 If the agency’s mission is to learn, why is this the case?A
part of the U.S. Department of Health and Human Services, the NIH’s identity is formed around
its status as a governmental agency. This means that the NIH is ultimately accountable to
American taxpayers. This leads to an increased level of scrutiny, reducing the likelihood that the
agency will approve a risky experiment. Although this is but one study, I can’t help but to think
that if one of the most cutting-edge government agencies is becoming “risk-shy,” others probably
are as well.It doesn’t help that most agencies in the government are running on technologies
generations behind their private sector counterparts. Rusty Pickens, former Acting Director for
New Media Technologies for the White House, described the “embarrassingly out-of-date
desktops” that he encountered at the White House.3 Zac Cohn, formerly of government
consultancy firm 18F, spoke about how “the government can’t even update its software. It’s



running on hardware that’s not even capable of supporting it.”4So where does this leave the
government? Is innovation important to them? And why don’t they just .... be more innovative?I’m
going to let you in on a secret: innovation is hard. Harvard Business School professor Clayton
Christensen indicates that 80% of new consumer products fail on the market.5 Meanwhile,
Forbes estimates that launching a new product can cost upwards of $15 million.6 I don’t know
about you, but this seems like a large investment for a 20% chance of success. So .... should
innovation be forgotten? Not a chance. A 2015 Lab42 research study indicates that 84% of
customers find it important to buy a product from an innovative company, while 83% of
customers report that they would pay more for innovative electronics.7However, the perception
of innovation isn’t all about consumer products. A 2015 Forbes study indicates that 90% of
people agree that innovation needs to impact society.8 This is where the government comes
in.At the beginning of this project, I too thought that the government’s attempts at innovation
were likely mediocre at best. However, this simply isn’t the case. My research and interviews
revealed that the government may just be one of the most innovative forces today.While many
believe that the private sector drives innovation, this isn’t true. Without early-stage public sector
investments, the private sector wouldn’t be able to capitalize on its findings. For example, a 2011
op-ed by Michael Shellenberger and Ted Nordhaus in the Washington Post told a compelling
story of how the government was instrumental in the oil and gas industry:“Many often point to
the shale gas revolution as evidence that the private sector, in response to market forces, is
better than government bureaucrats at picking technological winners. It’s a compelling story, one
that pits inventive entrepreneurs against slow-moving technocrats and self-dealing
politicians.The problem is, it isn’t true.The breakthroughs that revolutionized the natural gas
industry—massive hydraulic fracturing, new mapping tools and horizontal drilling—were made
possible by the government agencies that critics insist are incapable of investing wisely in new
technology.”9This isn’t the only type of innovation that the government has invested in. It also laid
the groundwork for the Internet, GPS, electricity, transportation, and cell phones. Economist
Mariana Mazzucato suggests that public-sector research remains important because the private
sector simply can’t afford to fund it.10 There it is: almost every modern-day convenience that we
have is partially because of the United States government.It’s clear that the quotes and quips
above don’t give you the whole picture about the government and innovation. This book is
designed to paint a clearer, more complete picture of how the government currently deals with
innovation. It will tell of successes, such as how the government acts as an incubator by
teaching its employees valuable skills like mobile security communications. It also will describe
setbacks, such as federal bills that make it harder to hire people best qualified for the job.
Overall, it will analyze how the government triumphs and what it needs to continue to do into the
twenty-first century.I spoke with and researched former employees of the Department of
Defense, the National Security Agency, the White House, 18F, the Air Force, and the
Presidential Innovation Fellows, as well as federal government contractors and private sector
innovators. Geoff Mulligan, who formerly served in the Air Force, spoke about his time working



on the ARPAnet, the predecessor of the Internet. Later, he started numerous companies before
becoming a Presidential Innovation Fellow and founder of the White House’s SmartAmerica
Challenge. Joy Shanaberger told of her time in a variety of roles at both the White House and the
Pentagon. Zac Cohn, formerly of 18F, talked about how changing the rules of government
contracting can ultimately shift how software is developed for the federal government. Although
this is just a sampling of the interviews, each reveals an important point about government
innovation: how it succeeded and what can still be improved.This book is aimed not only at
people who work within the federal government, but also those who work outside of it. As the
following interviews and stories will reveal, the relationship between the public and private
sectors is symbiotic. Both sides ultimately benefit from transparency and cooperation.I think
that’s enough of an introduction for now—let’s see what exactly innovation is and what the
government’s history with it has been.

CHAPTER IWHAT IS INNOVATION?The year is 1951. Bette Nesmith Graham is working as a
secretary at Texas Bank and Trust in Dallas. She encounters the same problem day after day: it’s
extremely difficult to correct the mistakes she makes using her electric typewriter. Over time,
Graham realizes that her part-time job as a window painter has already given her the perfect
solution. There, she never attempts to “fix” her mistakes; instead she just paints over them.1For
her office work, Graham mixes the same compound that artists use. According to Graham, “I put
some tempera water-based paint in a bottle and took my watercolor brush to the office. I used
that to correct my mistakes.”2 It soon proves to be a hit among other secretaries in the
bank.Armed with help from her son’s chemistry teacher, she makes improvements to the
mixture. By 1956, she begins marketing the concoction as “Mistake Out” before changing it to
“Liquid Paper.” The company is sold to Gillette Corporation in 1979 and Newell Rubbermaid in
2000. Today, it is the predecessor and market rival of Wite-Out.3In 1951, Graham combined
household items to create a solution that would improve the workdays of countless business
people (especially before backspace on computers!). What do you call such an improvement?
An innovation.What exactly is innovation? Innovation does, after all, have different meanings
depending on the context and perspective being described. A simple Google search brings up
the following definitions:“the introduction of something radically new”“a new idea, method, or
device”“the process of translating an idea or invention into a good or service that creates value
or for which customers will pay”While some definitions describe changes to processes, others
emphasize disruptive changes that can create and reshape entire markets and industries.
Ultimately, each definition describes an element of innovation. For the purposes of this book,
innovation is best understood as some change that helps to advance a process, product, or
system. However, before we begin, it is important to understand what the basic components of
innovation actually mean.PROCESS INNOVATIONProcess innovation describes a “new or
significantly improved way of doing things.”4 In the context of business, this typically involves
changes that ultimately increase efficiency, decrease costs, or improve quality. One notable



player that excels at process innovation is the Spanish fast-fashion retail giant, Zara. Its strategy
revolves entirely around being able to quickly respond to market demands. Each element of its
supply chain, from manufacturing to distribution, is calibrated in order to deliver what its
consumers want, as quickly and cheaply as possible. Using processes tailored to market
reactivity coupled with a limited quantity of available merchandise has not only allowed Zara to
cultivate brand loyalty, but also achieve high product margins with reduced waste.According to
Nelson Fraiman, a Professor of Professional Practice at Columbia Business School, “[Zara has]
done process innovation very well. Product innovation? No. ... They are brilliant at process. I
think you should give a cheer for process innovation.”5To fully understand the process, it’s best
to start at the beginning. At this point, Zara’s design team creates a new collection for the
season. After production, the brand refrains from shipping large quantities of every piece in the
collection to stores. Instead, the team determines which garments a particular store will receive.
Then, it sends a limited number of units of the selected garments.Each of Zara’s 2,213 stores
receives shipments twice per week, ultimately accounting for 104 shipments by year’s end.6,7
There are many good reasons to distribute in frequent small shipments. First, it significantly
reduces the amount of stock that will not be sold at full price, ensuring margins are high.
Second, shipping low quantities means that the collection that a particular store has is both new
and limited. This has fundamentally altered consumer behavior by encouraging shoppers to “buy
now,” rather than wait for the garment to go on sale.According to Masoud Golsorkhi, the editor of
Tank magazine, “With Zara, you know that if you don’t buy it, right then and there, within 11 days
the entire stock will change. You buy it now or never. And because the prices are so low, you buy
it now.”8Third, and perhaps most interestingly, Zara uses comments heard from customers in the
store to ultimately modify the designs before it re-stocks.“The manager will say, ‘My customers
are asking for red trousers,’ and if it’s the same demand in Istanbul, New York and Tokyo, that
means it’s a global trend, so they know to produce more red pants,” remarked an anonymous
Inditex P.R. representative in a 2012 interview.9 For reference, Inditex is the parent company of
Zara.Since the company is fundamentally giving people what they want, many of Zara’s pieces
of clothing have achieved cult-like status. For example, customers became so obsessed with a
patterned coat in spring 2017 that it spawned its own Instagram account, “thatcoat.” It currently
has 8,000 followers.10Zara operates its own factories and outsources to various producers in
Asia. The company chooses the items that get produced at each factory very carefully. Although
Zara does not disclose its exact number of factories, Bloomberg reports that the company owns
and operates approximately a dozen factories across Turkey, Portugal, and Spain.11 “Staples”
such as plain white tee-shirts are produced in the outsourced factories in Asia. Since the
demand for these items is relatively fixed, Zara can afford the six- to eight-week lead time in
exchange for a cheaper product. Meanwhile, trendier pieces are made in its proprietary factories
that are located closer to its stores and headquarters. This results in an extremely fast
turnaround time of in as little as two to three weeks.12 As Zara’s strategy revolves around market
reactivity, flexibility and speed in producing its “trendy products” are crucial.Overall, Zara’s



significant changes in the processes of its supply chain have allowed it to achieve one of the
fastest merchandise turnovers in the industry. This, combined with sending frequent, low-unit-
count shipments of the garments customers are asking for, creates a frenzy in customers to buy
quickly. For retail, these changes represent a massive innovation, as profit margins are strongly
influenced by the percentage of clothes retailers can sell at full price versus at a discount. Zara’s
processes allow it to capture the maximum amount of full-price sales.PRODUCT INNOVATIONIn
contrast to process innovation, product innovation describes a new (or significantly improved)
product or a new use for a solution that already exists. Product innovation improvements
typically refer to increases in either quality, software, durability, or user-friendliness. It is
important to note that products can be both physical as well as intangible, such as services. An
example that illustrates the nuances of product innovation well is Apple’s 2007 launch of the first-
edition iPhone.On January 9, 2007, Apple CEO Steve Jobs announced to the crowd at the
Macworld Conference & Expo, “Today Apple is going to reinvent the phone.”13The journey to
iPhone had started approximately four years previously. In 2003, Apple began to work on a tablet
device that could respond to touch. Before long, the company came up with inertial scrolling
(which allowed the user to swipe a screen) and the rubber-band effect (which caused a page to
rebound when there were no more pages to display). After looking at these two developments,
Jobs remarked, “My God, we can build a phone out of this.”14By 2005, Jobs began to feel the
itch to create a cellphone. He knew that it was only a matter of time before someone developed
the necessary software that made phones into other things - computers, cameras, gaming
platforms. He knew if someone could do that, Apple’s new star product, the iPod, would soon be
obsolete.Later that same year, Apple designed a smartphone with Motorola, the ROKR E1.15
Jobs was largely unhappy with the project because he felt that the collaboration kept Apple from
designing what it really wanted to. So, he sent his team to understand how the other
smartphones of the day were constructed. After gathering all of the information, Apple’s
engineers decided that the iPhone would resemble an iPod, complete with its rotating wheel.16
Obviously, this concept was later discarded in favor of the touch technology they had pioneered
a few years previously. However, the prototype was good enough for Jobs to green-light the
iPhone project.Code-named “Project Purple,” the task was kept top-secret.17 Jobs made the
group as small as possible to maximize talent and loyalty. Ultimately, the team worked day and
night to engineer Apple’s newest product.Two short years later, the iPhone was born.According
to Apple, “iPhone is a revolutionary and magical product that is literally five years ahead of any
other mobile phone. We are all born with the ultimate pointing device—our fingers—and iPhone
uses them to create the most revolutionary user interface since the mouse.”18Although it would
be considered hyperbolic for most CEOs to proclaim that they were going to effectively recreate
one of the most important inventions of the twentieth century, in Jobs’ case there was no
element of drama. The first iPhone shifted the entire concept of what a cellphone was: from
making calls with added features, to having a portable computer that happened to be able to
make calls.DISRUPTIVE INNOVATIONThe meaning of disruptive innovation is widely



misinterpreted. Coined in 1995 by Clayton Christensen, the true meaning of a disruptive
innovation encapsulates several other criteria than being simply groundbreaking in technology
or theory. Specifically, the innovation must create both a new market and value network that
disturbs those of the original.19 This means that the disruptor must capture the majority share of
another market’s customers in order to genuinely be considered disruptive. One example of a
disruptive innovation is Uber.In the most basic sense, Uber rendered taxis obsolete. Started as
UberCab in 2009, the company was originally envisioned as a cheaper, easier way to hail a
black-car service. By 2010, it had officially launched in San Francisco, allowing users to request
a car through text messaging. At the time, it cost approximately 150% of an average cab
fare.20By 2011, it had launched in New York City and Paris and had secured a $32 million
Series B funding round. The following year, “Uber X,” a less expensive version of the original
model was released. In the same year, then-CEO Travis Kalanick stated, “Uber is ultimately a
cross between lifestyle and logistics.”21 The debate over whether Uber is a logistics or cab
company continues today.Over the next six years, Uber continued to expand into new regions
and launch new products. The fight over its status as a company resulted in it being banned from
numerous cities along the way. Ultimately, no matter what type of company Uber created, it
fundamentally disrupted the markets and value networks for traditional cabs and taxis. This is
what makes it a disruptive innovation.Instead of using licensed taxi drivers, Uber created a
model where effectively every adult with a driver’s license could act as a sub-contractor to earn
extra money whenever he or she wished. Calling an Uber is easy, and updates and car
descriptions are provided in real time. Since all payment is conducted through the app, it
eliminates the need for users to carry cash or a credit card. All its features together allowed Uber
to develop a business model that was much more convenient than hailing a taxi.According to
Christensen, “[Taxi companies] have to have taxis on the road 24/7 in order to get the return they
need to be profitable. Uber ... [doesn’t] have assets because they don’t own the cars and they
don’t need medallions. Taxis can’t adopt the Uber model.”22 Therefore, Uber ultimately
launched a product with a strategy that its competitor could neither compete with nor adopt. The
product was more convenient, leading many to use Uber instead of taxis. This led to a
breakdown in the market and value network for taxis while creating a new market and value
network for ride-sharing apps like Uber, ultimately indicating a disruptive technology.ITERATIVE
INNOVATIONFinally, iterative innovation describes a process by which a solution is reached in
many smaller steps. Instead of creating the end product in just one step, iterative innovations
occur by incorporating feedback from multiple products to ultimately create a better product.
While they might not be as striking as their disruptive counterparts, this does not mean that they
do not produce valuable products and solutions. Indeed, because iterative innovations represent
improvements on existing products, they often result in solutions that are well-tailored to the
needs of the end user. One of the most renowned iterative innovations is Jeff Bezos’ creation of
Ebook Library.com.In 1994, Bezos was objectively already quite successful. He was the
youngest-ever senior vice president at D.E. Shaw & Co., a Wall Street investment bank, and was



poised to rise further within the company.23 However, Bezos was secretly enthralled by the idea
of selling products (especially books) online. He recognized that the sheer growth in Internet
usage meant one thing: opportunity.While most people think that Bezos created Ebook Library
Marketplace first (the current version), it is actually Ebook Library’s third iteration. It is important
to note that Ebook Library Marketplace is separate from the core business of Ebook Library.com.
Ebook Library Marketplace is a platform for third-party sellers like Ebook Library Auctions and Z
Shops, which are described in this piece. In the late 1990s, Bezos established Ebook Library
Auctions, which looked remarkably similar to eBay’s model. However, the company was
ultimately unable to compete with eBay’s model, which had already captured a significant
market share.By 1999, Bezos had launched Z-shops, which gave merchants a virtual storefront,
or “Z-shop,” in order to engage their customers online. Like Ebook Library Auctions, this
company failed within five years. A primary problem for Z-shops was customer engagement.
Most online users would look at the product online, but then buy in-store (how times have
changed!). Many merchants discontinued their “virtual leases” because they failed to sell any
products online.However, Bezos wouldn’t give up. He noted that at Ebook Library, “We are
stubborn on vision. We [are] flexible on details. … We don’t give up on things easily. Our third
party seller business is an example of that. It took us three tries to get the third party seller
business to work. We didn’t give up.”24By the time Bezos launched Ebook Library Marketplace,
he had been able to learn from failures and feedback from his earlier two ventures. Ultimately,
these experiences allowed him to create a better product. Throughout the process, he remained
flexible on details but remembered Ebook Library’s goal: “We are trying to innovate in the e-
commerce arena. That’s our heritage. We are building something that can’t be pigeonholed. We
defy easy analogy. It’s not a vision that can be communicated in a sound bite. We want to be the
most customer-centric company in the world. Come and discover and buy anything
online.”25According to BBC, Ebook Library shipped over five billion items through its Prime
shipping program in 2017. Meanwhile, Ebook Library claimed 50% of e-commerce sales in the
2017 holiday season.26 Clearly, Bezos’s iterative innovation of Ebook Library worked.MAJOR
PATTERNS OF INNOVATIONNo matter the “type” of innovation, success stories have relatively
little to do with creativity, talent, or academic learning. Instead, the best forms of innovation result
from insight, diversity of perspective, and correctly translating ideas into viable prototypes. When
these three patterns of innovation occur simultaneously, they produce the best types of
solutions.On the commercial level, innovation often involves figuring out how to repurpose past
experiments so that the resources and insights gained are not lost to the company. For example,
the story of Ebook Library and Jeff Bezos illustrates how it is possible to capture insight from a
perceived “failure” in order to ultimately create a successful business model. In addition to
capturing lessons, being able to effectively capture insight also allows you to accurately gauge
the problem and access what the essential components of the solution need to be.Having the
ability to correctly execute your ideas often involves having the leeway to attempt different
calibrations. For example, in the children’s game Capture the Flag, each team is given a mission



to retrieve the other team’s flag without being caught. Children come up with the best solutions
to achieve their objective when they are given resources (such as the flag or binoculars) but no
instructions. When the children are given their objective and resources, but are limited by a long
list of particular rules and regulations that their decision processes must follow, not only are their
solution options stagnant, but the game is also simply not very fun. Similarly, individuals and
businesses also must be given a certain degree of freedom to achieve their objectives. While a
complete absence of regulations is unreasonable, businesses and governmental agencies must
take care not to hinder the innovation process.Diversity of perspective often ultimately creates
the best solutions. This occurrence is well-documented; a 2012 study by the Credit Suisse
Research Institute indicated that companies with gender diversity “delivered higher average
returns on equity, lower gearing (that is, net debt to equity) and better average growth.”27 In
particular, social diversity is especially beneficial when “solving complex, non-routine
problems.”28 Using a different perspective allows the group to better understand the problem by
capturing multiple viewpoints. This ultimately provides a much more comprehensive solution. As
innovation almost always requires a problem, effort should be made to ensure that variety in
multiple social dimensions is present in groups attempting to find a new solution. Some
important social dimensions to take note of include age, industry, education level, race,
nationality, and socioeconomic status.
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Barbara L., “Makes one feel good about the history. A well-written and enlightening read. Taylor
Fitzgerald takes a seemingly inert concept and draws the reader into her journey of discovery
about the U.S. federal government and its influence on modern innovation. Well done Taylor!
Thank you for providing a fresh perspective on an American institution that has seen it's ups and
downs of late. Makes one feel good about the history...and future of this great nation.”

Ebook Library Reader, “Taylor does a great job explaining how the government is truly a
driver .... Taylor does a great job explaining how the government is truly a driver of innovation!
This book definitely changed the way that I think about our government.”

Caroline Ritter, “A great read and smart analysis tackling the misconceptions of innovation .... A
great read and smart analysis tackling the misconceptions of innovation in the federal space.
This book provides insightful commentary on the cultural differences between the public and
private sector, as well as the unknown successful history of public-private partnerships.
Innovation Nation will truly change how you think about the past and future of government
innovation!”

Gina LaBricciosa, “The author is both intuitive and insightful. This book .... The author is both
intuitive and insightful. This book should be a must read for all High School Students well before
graduation. I plan on suggesting that my HS and College age children read it. It gives all of us
pause to think.  Well written!”

Ebook Library Reader, “This book will change your mind about how the federal .... This book will
change your mind about how the federal government works. A must read for anyone who wants
to be challenged to think differently about the government!”

Ebook Library Reader, “Great read! A well-written book that offers an interesting .... Great read!
A well-written book that offers an interesting perspective on an important topic. Would definitely
recommend to anyone who is interested in learning more on this subject.”

Ebook Library Reader, “Excellent read!. Ms. Fitzgerald is insightful and innovative beyond her
years. This book is an interesting read and should be required reading for all business majors.
Excellent discussion points.”

Elizabeth, “Taylor offers a unique take on how our government works .... Taylor offers a unique
take on how our government works to drive change. It was truly a captivating read and made me
look at our government in a whole new light. Bravo!”



The book by Taylor Fitzgerald has a rating of  5 out of 4.6. 14 people have provided feedback.
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