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1. Introduction

Across the UK, public institutions are being asked to respond to increasingly complex and
interdependent challenges, including widening health inequalities, rising demand pressures,
social fragmentation, and climate-related disruption. In response, major reforms such as
devolution, the development of Integrated Care Systems (ICSs), and renewed emphasis on
neighbourhood health and prevention have sought to create more collaborative and place-based
approaches to governance. Yet despite these structural reforms, many public systems continue
to struggle to adapt in practice. Innovation is frequently contained within pilots and programmes,
while institutional cultures, performance regimes, and risk aversion continue to favour
incremental improvement over deeper forms of learning and transformation.

This policy paper argues that one missing ingredient in public sector transformation is the
effective recognition and integration of outside-in system capacity: the ability of actors operating
at the boundaries of public institutions - particularly social entrepreneurs - to generate, test, and
translate practice-based learning into wider institutional change. In this paper, social
entrepreneurship is understood as a form of practice and agency rather than a specific
organisational form.

The paper makes three central arguments. First, thatincremental reform is no longer sufficient in
a period of structural transition, or “interregnum.” Second, that public systems are shaped by
embedded institutional dynamics that limit their ability to generate and absorb transformative
learning. Third, that social entrepreneurs play a distinctive boundary role in generating practical
wisdom that can support system adaptation.
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The paper proceeds as follows. Section 2 examines the limits of incremental reform. Section 3
explores why public systems struggle to sustain transformative change. Section 4 conceptualises
social entrepreneurs as outside-in actors. Section 5 considers the conditions under which
systems absorb boundary learning. Section 6 illustrates these dynamics in practice. Section 7
sets out implications for policy and system leadership, and Section 8 concludes by reflecting on
the implications for governing in an interregnum.

2. Governing in the interregnum: Why incremental
reform is no longer enough

Public services are being asked to respond to challenges that differ fundamentally in scale,
complexity, and urgency from those they were designed to address. Climate breakdown,
entrenched inequalities in health and wealth, rising demand, and growing social and political
polarisation are not linear problems. In the case of health inequalities, for example, outcomes
are shaped by interdependent social, economic, and environmental determinants operating
across the life course (Marmot et al. 2010; Marmot et al. 2020).

Yet many public systems continue to rely on incremental reform: new programmes layered onto
old structures; short-term initiatives introduced within long-established institutional logics; and
performance frameworks that prioritise delivery against predefined targets rather than learning
and adaptation. Incremental change remains necessary and valuable. But on its own, it is
increasingly insufficient.

Social and political theorists have described the present moment as an interregnum: a period in
which old ways of organising society are losing their effectiveness, while new ones have yet to
fully emerge (Gramsci 1971; Bauman 2012; Bauman and Bordoni 2014; o} Ralaigh 2025). Here,
the concept of interregnum is used not in its original Gramscian sense of political crisis alone,
but more broadly to describe a period of institutional mismatch in which inherited governance
models persist despite declining effectiveness. In such moments, institutional routines and
assumptions persist even as their legitimacy erodes. What worked before no longer delivers the
outcomes people expect, yet alternatives remain uncertain or contested.

Public services are caught in this tension. They are required to provide stability, equity, and
accountability while also adapting to rapidly changing social realities. Legacies of New Public
Management have emphasised administrative values of control, predictability, and measurable
outputs, particularly through performance management and audit systems (Osborne 2006).
These approaches can support consistency, but they can also narrow the space for
experimentation and learning, particularly where outcomes are understood to be “beyond the
management control of any person or organisation” (Lowe and Plimmer 2019).

As aresult, transformative change often lacks an institutional home. In such conditions, systems
risk becoming adaptively brittle: procedurally accountable yet increasingly unable to respond
meaningfully to shifting social realities. Public organisations are structurally better equipped to
refine existing models than to reimagine them, with service improvement typically occurring
through “incremental improvements to existing models rather than... entirely new ones” (Mulgan
2006). Novel and disruptive ideas often struggle to gain traction because systems are frequently
poorly equipped to recognise, support, and scale new approaches, and remain constrained by
risk aversion and governance structures (Mulgan 2006; Chalmers 2012). Where innovation is
encouraged, itis frequently contained and struggles to achieve system-wide influence, with most
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initiatives failing to reach system-level transformation (Westley et al. 2014). In this context, social
entrepreneurs can be understood as a form of outside-in system capacity - operating at the
boundaries of public institutions to surface and apply the practical wisdom required for
adaptation during periods of interregnum.

These dynamics are reflected in recent urban studies scholarship through the concept of “urban
infrastructure patching” (Bryson et al. 2023). The term describes citizen-led, adaptive,
improvised responses to ruptures in local infrastructure or public service provision, highlighting
how lived experience can expose gaps between formal governance systems and the realities of
place. While the focus is on material and social infrastructure, similar adaptive responses can
emerge where governance systems or public services are perceived to be failing or insufficient.
Social entrepreneurs may similarly be understood as responding to gaps in governance
arrangements, service models, and public problem definitions: developing practical responses
where existing systems are absent, unresponsive, or insufficient, while generating learning that
formal institutions may later recognise, absorb, or legitimise.

3. Why public systems struggle to hold space for
transformative change

This dilemma does not reflect a lack of commitment or capability among public servants. Rather,
it reflects structural features of contemporary governance that shape how risk, evidence, and
legitimacy are defined. If Section 1 described the symptoms of incrementalism, this section
examines its institutional drivers.

New Public Management (NPM) reforms emphasised efficiency, competition, and performance
measurement (Hood 1991; Osborne 2006; Pollitt and Bouckaert 2017). Over time, these
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approaches contributed to a growing emphasis on quantifiable performance indicators,
reflecting the centrality of audit and verification as mechanisms of accountability and control,
and embedding particular values within organisational practice (Power 1997). These dynamics
have prompted sustained critique within the literature, particularly regarding their limitations in
complex, relational systems. More recent scholarship has therefore emphasised the importance
of co-production, collaborative governance, and adaptive learning (Torfing et al. 2019; OECD
2022).

In this context, and particularly within performance-driven accountability regimes,
accountability can become closely associated with the avoidance of failure, as organisations
respond to strong reputational and managerial pressures linked to target performance, often
incentivising defensive behaviours and gaming (Bevan and Hood 2006). Innovation that
challenges established practice or redistributes power may therefore be perceived less as a
source of learning and more as reputational or political risk, reflecting broader dynamics of
blame avoidance within public institutions operating under political accountability, where
behaviour is shaped by efforts to anticipate and avoid blame (Hood 2011). This dynamic is
reinforced by prevailing evidence hierarchies. While controlled trials and standardised
interventions have clear value, they sit uneasily with complex systems in which outcomes
emerge through interaction and cannot be fully specified in advance. Over-reliance on narrow
definitions of evidence can marginalise experiential, relational, and context-specific knowledge
- precisely the forms of insight required for adaptation - as systems prioritise what can be
measured over what must be judged in context (Flyvbjerg 2001; Greenhalgh 2014; Muller 2018).

Taken together, these conditions mean that public systems are often better equipped for
optimisation than for transformation. They excel at improving what already exists but struggle to
create space for ideas that question foundational assumptions. In such environments, learning
is frequently displaced to the margins, carried by actors operating at the boundaries of formal
systems. It is these actors - often including social entrepreneurs - who generate and sustain this
boundary-based learning.

4. Social entrepreneurs as outside-in actors

Social entrepreneurs can be understood not as heroic innovators, but as actors exercising
practical judgement within and across institutional contexts. While not always located within
formal institutional structures, they are sufficiently embedded within institutional fields and
logics to understand and navigate institutional constraints, while also potentially occupying
social positions that enable them to question and reconfigure dominant assumptions and test
alternatives. This interpretation draws on the literature on institutional entrepreneurship and
embedded agency, which emphasises how actors are both shaped by institutional environments
and capable of initiating change that diverges from existing arrangements (Battilana, 2006;
Battilana et al. 2009).

In innovation studies, a closely related body of work examines user and lead-user innovation,
emphasising the role of users as active sources of innovation, particularly so-called ‘lead users’,
who experience needs ahead of the general market (von Hippel 1988; Baldwin and von Hippel
2011). This literature suggests that innovation frequently originates with users confronting unmet
needs, often in advance of wider market recognition. Because such users experience these
needs directly and derive immediate value from resolving them, they are well positioned to
identify practical gaps and develop context-specific, field-tested solutions in real-world settings.
By analogy, social entrepreneurs can be understood in similar terms: as actors who respond to
perceived gaps or limitations in existing provision by developing and testing solutions in context,
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often prior to wider organisational adoption. This positioning also resonates with Nesta’s
characterisation of “orbiting” actors - those who operate in proximity to existing systems while
remaining outside their formal structures, enabling them to experiment, adapt, and influence
change over time (del Castillo et al. 2016).

From a Gramscian perspective, these actors can be understood as ‘organic intellectuals’ -
individuals whose authority derives from lived experience and practice rather than formal
position (Gramsci 1971), helping to surface alternative ways of seeing during periods of
transition. Their work resonates with the concept of phronesis, or practical wisdom: the capacity
to exercise sound judgement in specific contexts, balancing values, power, and action (Flyvbjerg
2001; Flyvbjerg 2004).

While often commissioned by statutory organisations, social entrepreneurs generally retain a
degree of organisational autonomy and are not subject to the same constitutional and political
accountability structures as public bodies. This arrangement can enable greater flexibility and
create conditions that resemble psychologically safe spaces for experimentation - environments
where uncertainty can be acknowledged, risks taken, and learning generated (Edmondson 1999).
Rather than representing withdrawal from systems, this reflects a boundary position that
combines proximity with independence (del Castillo et al. 2016).

Translation into the mainstream is uneven and often uncertain. Research shows that even well-
evidenced social innovations face structural and institutional barriers to adoption (Chalmers
2012; Westley et al. 2014). Where practices or innovations are incorporated into formal systems,
they are often formalised and subjected to performance and verification regimes that can
reshape their original intent (Power 1997). Within contemporary public management systems,
accountability is often operationalised through measurable outputs and control, meaning that
relational and exploratory practices may be reconfigured to fit predefined targets. Incorporation
can therefore enable adaptation while constraining transformation.

This creates an inherent tension. As public systems absorb external innovations, they may also
tend to domesticate them - translating relational, exploratory practice into measurable outputs
and compliance routines. Innovation is incorporated, but its disruptive potential is reduced.
Maintaining an outside-in contribution therefore depends not only on porous boundaries, but on
preserving sufficient autonomy to retain critical distance.

This analysis reframes social entrepreneurship not primarily as a delivery model, but as a
boundary practice through which systems encounter alternative forms of knowledge, value, and
possibility. The remaining question, therefore, is not whether such learning exists, but how
systems absorb it.

5. Open Innovation, Absorptive Capacity and Porous
Boundaries

While Section 4 has focused on the role of social entrepreneurs as boundary actors, this section
examines the conditions under which public systems absorb - or fail to absorb - the learning that
emerges at system boundaries.

The issue, then, is institutional absorption: whether insights generated through boundary
interactions reshape governance, commissioning, and long-term system strategy. Open
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innovation theory emphasises the “purposive inflow and outflow of knowledge” (Chesbrough et
al. 2006), highlighting that adaptation depends on meaningful engagement beyond formal
institutional boundaries. This reframes the issue from the presence of innovation at the edges to
the conditions under which systems recognise, engage with, and act upon that learning.

OECD analysis suggests that public sector innovation depends not simply on generating ideas,
but on translating them into practice through experimentation, implementation, and diffusion,
supported by organisational conditions that enable learning and adaptation (OECD 2017; OECD
2022). This aligns with broader accounts of social innovation, which emphasise interaction
across public, private, civil society and household domains, alongside iterative processes of
shared learning (Murray et al. 2010), and with scholarship demonstrating that collaborative
innovation is contingent on institutional design, leadership, and power relations, and is shaped
by political risk, conflict, and competing interests that influence whether collaboration can be
sustained and translated into innovation (Sgrensen and Torfing 2011; Hartley et al. 2013). These
conditions determine whether learning generated at system boundaries influences strategy and
decision-making or remains marginal.

Applied to public services, this shifts attention to the importance of porous boundaries. While
collaboration is widely encouraged, systems often remain structurally closed. Social
entrepreneurs may be consulted, but their insights are treated as peripheral rather than as inputs
to strategic learning. As a result, learning emerging in boundary spaces often remains
disconnected from strategy and decision-making, limiting its contribution to public value.

A key determinant of this - often described as absorptive capacity - is the ability to recognise the
value of new external knowledge, assimilate it, and apply it (Cohen and Levinthal 1990). Where
this capacity is weak - shaped by organisational cultures, institutional incentives, and decision-
making structures - learning remains unassimilated. Without mechanisms to engage with such
knowledge, systems tend towards closure. Absorptive capacity therefore becomes a critical
condition for whether outside-in learning translates into system change.

This does not imply that social entrepreneurs are inherently progressive or ethically aligned;
rather, their practice is shaped by contested values and power dynamics (Dey and Steyaert 2016).
Entrepreneurial activity can also fragment provision and generate tensions between competing
institutional logics, particularly where public, market, and civil society priorities intersect
(Vickers et al. 2017). While such actors may bring valuable external capacity, this does not
remove the need for statutory accountability, equity, and universal provision.

The claim here is more specific: in periods of structural transition, systems require boundary-
spanning actors capable of mediating between logics and mobilising practical knowledge
beyond formal hierarchies. The challenge for public governance is therefore not substitution, but
integration without co-option - strengthening absorptive capacity while preserving the relative
autonomy of these actors. This is precisely what enables outside-in capacity to function: the
ability of boundary actors to generate and translate practice-based learning without being fully
subsumed into institutional logics.

Figure 1 summarises this outside-in process. It shows how social entrepreneurs, operating at or
beyond system boundaries, generate practice-based learning that may flow into public systems
where sufficient absorptive capacity exists. The figure also illustrates the central role of porous
boundaries and feedback loops in enabling learning generated at the edges to inform institutional
adaptation and potential system change.
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Outside-in capacity is not about replacing the state, but about creating porous relationships that enable
learning from the edges to shape the evolution of public systems.

Figure 1. Outside-in capacity: How social entrepreneurs generate and translate learning at
the boundaries of public systems. It illustrates the paper’s central argument: that social
entrepreneurs generate practice-based learning at the edges of public systems, and that
where institutions have sufficient openness and absorptive capacity, this outside-in
learning can inform adaptation, policy, practice, and wider system change. The figure also
highlights the importance of porous boundaries and feedback loops in enabling systems to
remain responsive over time.
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6. Outside-in capacity in practice

= ey
\
Haptiv8 @&/ Wellbeing Enterprises CIC (\m/ Good Things Foundation
Frontline innovation = Relational and place-based = Civic infrastructure and
emerging from practice system learning system influence

Photo 1. Al generated Courtesy of NickiAlblen, Haptiv8. Photo 2. Image courtesy of Wellbeing Enterprises CIC. Photo
3. Image courtesy The Good Things Foundation.

Outside-in capacity operates across three system interfaces - micro, meso, and macro - which
represent different loci of system interaction. These levels refer not to organisational size or
geographic reach, but to the nature and location of interaction with the system. The following
examples illustrate these dynamics at different system interfaces.

At the micro level, clinician Nicki Allen developed Haptiv8 while working within the NHS,
exercising entrepreneurial judgement in co-developing wearable technology designed to support
movement and walking in children with autism and complex musculoskeletal needs. The
innovation emerged directly from frontline clinical experience, translating observed challenges in
practice into a tangible intervention. Advancing such innovations requires engagement with
testing, regulation, commercial development, and commissioning beyond routine clinical
responsibilities. This case shows how outside-in capacity can originate within public systems
when practitioners translate frontline insight into innovations that move beyond institutional
boundaries.

At the meso level, one example is Wellbeing Enterprises CIC, which has developed place-based
approaches integrating social prescribing, community development, and prevention, using the
organisation as a vehicle for long-term relational learning rather than as a discrete intervention.
Operating within commissioned partnerships while retaining organisational independence, this
positioning has enabled learning about prevention, trust, and relational practice to develop
alongside formal delivery structures. Through iterative development and dialogue with
commissioners, practice-based insights have informed service design and governance
conversations, while the organisation has sought to preserve sufficient autonomy to sustain its
relational approach. This illustrates how meso-level outside-in capacity may evolve through
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mutual adaptation: boundary actors generating insight through practice, and receptive
institutions incorporating that learning into strategic and operational development.

At the macro level, Good Things Foundation - founded by Helen Milner OBE and developed over
many years under her leadership - exemplifies how entrepreneurial agency can become
embedded within national civic infrastructure. During this period, the organisation has
coordinated the National Digital Inclusion Network, connecting thousands of community
organisations addressing digital exclusion through skills support, connectivity, and device
access. Through sustained research, policy briefings, and formal consultation responses, the
Foundation has framed digital exclusion as a structural barrier to employment, health, and civic
participation rather than solely a technical skills deficit. Over time, this infrastructure-building
and policy engagement has enabled the organisation to shape national strategy discussions
despite operating beyond direct statutory authority. This reflects macro-level outside-in capacity:
shaping problem definitions and participating in governance conversations through sustained
cross-sector engagement.

These examples illustrate how outside-in capacity operates across different system interfaces,
as summarised in Table 1.

Table 1: Outside-in capacity across system interfaces

Level Interface with Key Characteristics Illustrative Example
System
Micro | Frontline practice | Innovation emerges from direct Haptiv8: clinician-led
and service engagement with unmet needs; development of wearable
interaction high proximity to users; often technology responding to

practitioner-led and problem-
driven

unmet clinical need

and system-level
influence

Meso | Organisational Relational learning over time; Wellbeing Enterprises CIC:
and place-based integration of delivery and system | place-based prevention
systems insight; iterative adaptation and relational models

through partnerships with shaping service design
commissioners and communities | and governance

Macro | National policy Infrastructure-building, narrative Good Things Foundation:

framing, and sustained policy
engagement; shaping problem
definitions and strategic direction

national digital inclusion
infrastructure and policy
influence

However, outside-in learning is not always successfully absorbed within public systems. In many
cases, promising innovations fail to achieve broader impact or system-level transformation,
despite demonstrating positive outcomes (Chalmers 2012; Westley et al. 2014). This reflects not
a failure of innovation itself, but structural barriers within the wider system - including risk
aversion, fragmented networks, and institutional inertia - which limit absorptive capacity and the

integration of new approaches.
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Across these examples, organisations are vehicles; people are the actors. Influence flows
unevenly and often slowly, shaped by institutional receptivity rather than the quality of ideas
alone. Regulatory frameworks, commissioning models, political priorities, and governance
cultures influence whether boundary-generated insight is recognised, resourced, and integrated.
The presence of innovation is therefore not sufficient; what matters is whether systems can
absorb and act upon the learning it generates.

7. Policy implications: enabling entrepreneurial agency
from the outside-in

This analysis crystallises into three connected priorities for system leaders: recognising existing
entrepreneurial capacity, creating relational spaces for shared learning, and resourcing
experimentation over time. These can be understood as three practical shifts in how public
systems engage with outside-in capacity: recognise, relate, and resource.

If public sector transformation depends in part on entrepreneurial agency at the edges of the
system, then policy stagnation increasingly reflects failures of learning rather than failures of
innovation - particularly in how practice-based insights shape commissioning, governance, and
strategy.

These considerations are particularly relevant in the context of neighbourhood health reform and
devolution (Ministry of Housing, Communities and Local Government 2024; Department of
Health and Social Care 2025). As Integrated Care Systems mature and Combined Authorities
assume greater responsibility for health, prevention, and inclusive growth, the question is not
simply one of formal power transfer. It is whether devolved systems develop the absorptive
capacity to learn from boundary actors embedded in communities and frontline practice.
Without this, devolution risks reproducing centralised logics at a different scale.

The same risk applies to prevention and left shift agendas. Without mechanisms to absorb
practice-based learning, systems risk becoming increasingly insulated from external insight and
adaptation. Absorptive capacity therefore becomes a critical condition for whether outside-in
learning translates into system change.

7.1 Recognise: Social entrepreneurs as system capacity

System leaders should actively identify and map social entrepreneurs at local, regional, and
national levels and recognise them as a form of long-term public value rather than as a resource
to be extracted episodically. In practice, this could involve establishing and maintaining a live
ecosystem map, drawing on intelligence from commissioning teams, infrastructure bodies, and
frontline professionals, and updating this through regular engagement rather than one-off
exercises. Social entrepreneurs accumulate insight through continuity, relationships, and
sustained learning over time. Treating them solely as delivery agents risks constraining the
judgement and adaptability that make their contribution distinctive.

This may require embedding ecosystem mapping into formal strategic planning cycles within
Integrated Care Systems, Combined Authorities, or local government. Entrepreneurial actors
should be identified not only through procurement registers but through relational and place-
based intelligence. Leadership development programmes could incorporate modules on
boundary engagement and absorptive capacity, reframing social entrepreneurs as contributors
to institutional learning rather than alternative providers.
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7.2 Relate: Create adaptive, relational learning spaces

Learning from the outside in requires more than consultation. It requires protected, relational
spaces where social entrepreneurs, public sector professionals, and citizens can work together
on complex economic, social, and environmental challenges. These spaces should be designed
to hold uncertainty, surface different forms of knowledge, and support shared sense-making,
rather than to force premature consensus or solutions.

Public systems may establish formally sanctioned but independently facilitated learning
infrastructures - such as cross-boundary innovation residencies, joint inquiry fellowships, or
standing relational forums linked to commissioning cycles. These spaces should be protected
from immediate performance pressures and connected directly to governance decision points,
ensuring that boundary learning informs strategic direction rather than remaining consultative.
To avoid consultation theatre, these forums should connect directly to decision points such as
priority-setting cycles, service redesign, procurement, and performance reviews.

7.3 Resource: Experimentation and collaborative learning

Social entrepreneurs are often required to demonstrate impact before they have been given time
to explore, adapt, and learn. Resourcing experimentation differently allows learning to be valued
as an outcome in its own right, including through structured collaboration at key system
junctures. In complex systems, learning is a public good, generating benefits beyond any single
programme or organisation.

Financial reform is central. For example, commissioning frameworks could include explicit
‘learning objectives’ alongside service outputs, with protected budget lines dedicated to
reflective evaluation and cross-boundary exchange. This might involve multi-year relational
grants alongside contracts, ring-fenced innovation budgets, and procurement models that
permit iterative development rather than fixed service specifications. Governance mechanisms
should explicitly recognise learning, adaptation, and relational capital as legitimate dimensions
of public value. This shapes how success is understood and how decisions are made. Without
such reform, outside-in capacity will remain rhetorically endorsed yet institutionally constrained.
However, implementing these changes requires navigating existing constraints, including
Treasury value-for-money rules, short-term funding settlements, and procurement regulations
that prioritise specification, competition, and auditability over adaptation and learning.
Addressing these barriers may require a combination of national policy reform - such as revised
guidance on social value and outcomes - and local experimentation within existing flexibilities.

Finally, system leaders must strengthen their organisations’ ability to learn from the outside. This
involves leadership that values curiosity and humility, governance arrangements that incorporate
learning from practice, and explicit attention to power, including whose knowledge counts and
whose is marginalised. Without this, engagement with social entrepreneurs risks becoming
symbolic rather than transformative.

In practice, this requires prioritisation in the face of competing imperatives. Leaders may need to
focus learning efforts on a small number of strategic priorities where uncertainty is high and
existing approaches are insufficient, rather than attempting system-wide change at once.
Embedding learning within existing governance cycles - such as commissioning reviews,
performance discussions, and strategy refresh processes - can reduce additional burden and
align learning with operational demands. Over time, this shifts learning from a discretionary
activity to a core component of system performance.
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8. Conclusion: Governing from the outside-in

In an era of interregnum, public sector transformation depends less on control and more on
learning. Social entrepreneurs matter because they create conditions for learning that are
difficult to sustain within systems shaped by risk, performance, and political accountability.

Working from the outside-in is not a rejection of public institutions; it is a necessary condition for
theirrenewal, legitimacy, and long-term adaptive capacity. In doing so, it challenges assumptions
that social entrepreneurs are primarily delivery agents, thatinnovation can be reduced to discrete
programmes, and that adaptive capacity can be generated solely from within public institutions.
The question for system leaders is no longer whether innovation exists at the edges, but whether
they are willing to learn from it. Where systems fail to cultivate this outside-in capacity, they risk
becoming procedurally accountable yet adaptively brittle - meeting performance targets while
losing the ability to respond to changing social realities. In such conditions, compliance can
increase even as legitimacy erodes - a trajectory that systems committed to renewal cannot
afford to ignore.

In this context, the decisive governance question is not how tightly performance is controlled, but
how deeply institutions are willing to learn from, and respond to, the knowledge generated
beyond their boundaries.
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