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Abstract : Public policy is playing as one driving force that influencing service innovation implementation in public sector.
However, public policy implications cannot be automatically derived from the analyses of innovation issues, and there lacks of
researches about the influences of public policy onto innovation. Moreover, innovation in service system is hard to predictable
and whether policy encourages or hidden innovation is still lack of study. Especially, by given the context that multiple actors
are active involving within the service delivery process in public transport sector, the complex driving forces and challenges
are emerged towards the service operation. This study is aim to analysis the service innovation practices within service
operating organizations to understand the drivers and challenges of service operation based on policy requirements, and where
the innovation idea generating from. The case studies of Changzhou Transit Group and Nanjing Jiangnan Public Transit Group
will be launched. This paper reveals the ambidexterity between top-down and bottom-up demands within the public transport
service  operating  organizations  contribute  to  the  innovation  ideas.  Meanwhile,  it  contributes  to  the  understanding  of
fundamental elements of service innovation is the new relationship creation and new way of sharing knowledge. The policy
contributes to the trigger of creation of such relationship. The research question is: what are the sources of service innovation
practices in local public transport system in China in in facing the policy implementation?
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