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Agenda for today

10:00-10:05 Welcome * Speaker: Jozef Kubinec, INPROCAP
10:10-10:20 INPROCAP Project Overview e Speaker: Esther Davidson, DTI
* Project purpose, scope, partners, and expected
impact

10:20-10:50 Innovation procurement fundamentals e Speaker: Jozef Kubinec, INPROCAP

and instruments in practice * Definitions and rationale, Instruments overview
10:50-11:10 Examples from other sectors — expert e Speaker: Jorge Garzon, OECD

statements
11:10-11:50 Training Manuals Presentation e Speakers: Peggy Wu, EuXFEL and Jozef Kubinec

* Aims and what we want to achieve with the training

* Module overview and typical module format

e Conditions to obtain certification and assessment
approach

11:50-12:00 Q&A * (Questions, feedback collection

e Funded by the European Union. Views and opinions expressed are however those of the
ean Union author(s) only and do not necessarily refle the European U EISMEA.

ect those of the European Union or
Neither the European Union nor the granting authority can be held responsible for them




INPRCCAP

General

introduction to
INPROCAP

Esther Davidsen, DTI

INPRCCAP




Objective of INPROCAP

* Build specialist advisory services on innovative procurement amongst national Industrial Liaison Officers (ILOs) to
Big Science Organisations (BSOs).

e Innovation procurement is an underused mechanism in the BSO value chain, has potential to transform BSO public
spending into innovation for use in European industry

National Industrial
Liaisons Officers

* Involve three main stakeholders in triple helix
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Four European Hubs - Seven Partners

European

XFEL

NATIONAL
CENTRE

FOR NUCLEAR
RESEARCH

SWIERK
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RESULT: Start-ups and SMEs from all over Europe are motivated to
participate in Big Science innovation procurement processes

Develop and implement a long-
term sustainable advisory platform services to the BSO public
for innovation procurement procurers on innovation
processes in the Big Science procurement

innovation ecosystem)

ILOs perform specialist advisory Innovation procurement

becomes a standard tool

for the Big Science market,

-

start-ups and SMEs

* Engage with 10 start-up
environments and 10 supply
chains in industry clusters and
multipliers (PERIIA)

¢ Involve companies from at least
8 countries

e Initiate 10 small consortia to
work on co-design of particular

4 ™\
* Involve 200 companies, mainly\ * 40 ILOs participate in the

training activities to empower
their advisory function

o 5 BSOs integrate advice on
innovation procurement from
ILOs into ILO-forum meetings

e 3 instruction manuals (for BSOs,
ILOs and companies) on how to
conduct Big Science innovation
procurement,

* 30 BSO staff members have
gained innovation procurement
capabilities,

¢ 5 BSOs show explicit effort to
conduct innovation
procurement.

technological solutions for the

BSOs.
— -
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What is
innovation
procurement?

Jozef Kubinec, INPROCAP
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INPROCAP

WHAT IS
INNOVATION
PROCUREMENT?

Innovation procurement refers to any
procurement that has one or both of
the following aspects:

* buying the process of innovation —
research and development services
with (partial) outcomes

* buying the outcomes of
innovation

*the EC definition of Innovation Procurement

INPRCCAP




Innovation procurement

“Innovation means the implementation of a new or significantly improved
product, service or process, including but not limited to production, building or
construction processes, a new marketing method, or a new organisational
method in business practices, workplace organisation or external relations inter
alia with the purpose of helping to solve societal challenges or to support the
Europe 2020 strategy for smart, sustainable and inclusive growth.”

EU Public Procurement Directives
Directive 2014/24/EU, Article 2 (22)
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Innovation procurement

Within the public procurement context, the word innovation procurement can have different
meanings, including:

. the purchase of innovation: buying cutting-edge technology in public procurement markets.

- A second meaning of ‘innovation in procurement’ is encouraging innovative suppliers in the
procurement process.

. A third meaning is innovation in the procurement process itself: new methods and
approaches for the procurement process*
*G. M. Racca & C. R. Yukins, Introduction: The Promise and Perils of Innovation in G. M. Racca — C. R. Yukins, eds., Cross-Border Procurement, in Joint Public

Procurement and Innovation: Lessons Across Borders. Bruylant, 2019, available - https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3486897 (September 28,
2020).
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Innovation procurement instruments

* Pre-commercial procurement (PCP) and Public procurement of innovative

the purchase of innovation: solutions (PPI)
Innovation Partnership

IS encouraging innovative
suppliers in the procurement
process:

Preliminary market consultation
Meet the buyer, etc.

new methods and approaches
for the procurement process:

Functional specifications
Value engineering, etc.

Public procurement procedures
that can promote innovation:

e Competetive dialogue and competitive procedure with negotiation

INPRCCAP



Innovation procurement

What would be benefits that can innovation
procurement bring into BSO sector?

Go to..... Mentimeter.com
Use code.....6736 337

unde Funded by the European Union. Views and opinions expressed are however those of the I N p R o
oreas URich author(s) only and do not necessarily reflect those of the European Union or EISMEA
Neither the European Union nor the granting authority can be held responsible for them



INPRC

Pre-commercial

procurement
(PCP)

PCP is a specific approach to
procuring R&D services.

It involves competitive
development in phases and a
clear separation between the
PCP and procurement -
potential follow-up PPI.




Pre-commercial procurement

R&D is split into phases
1st phase - solution design,
2nd phase - prototyping, original development
3rd phase - and validation/testing of a limited set of first products)

with the number of competing R&D providers being reduced after each R&D
phase.

Exempted from public procurement rules

IPR ownership rights are kept by the participating R&D providers, while the
public procurers keep license free rights to use the developed solutions

ion. Vi inions expressed are however those of the
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Pre-commercial procurement

i Phase 0 E A Phase 2 N ( Phase 3 ) 4 Phase 4 )

Curiosity driven Solution design Prototype Original
research Development development and

Deployment of
commercial volumes

teSting'ag! iving of end-products

Open Market 4,
Consultation

Open Client
Dialogue

L

Tender for commercial
deployment
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Public procurement of Innovative solutions (PPI)

Public Procurement of
Innovative Solutions (PPI)

* After the PCP procedure, the public procurer
may decide to start PPl procedure to purchase
a commercial solution for the same challenge ®:

that was addressed through the PCP. Phase 4 9

Deployment of commercial
volumes of end-products
Wide diffusion of newly
developed solutions

* The PPl must be conducted in compliance with

the public procurement legal framework

lllllll>.- Supplier(s)
A B CD

e contracting authorities act as a launch wesese andfor X
customer of innovative goods or services
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Examples

R&D / Pre-commercial Procurement (PCP) Public Procurement of

Innovative Solutions (PPI)

CSA Phase 1 @ Phase 2 % Phase 3 i[m Phase 4 Ty
= o © o
Curiosity Solution design Prototype Original development Deployment of commercial volumes of
Driven development and testing of limited end-products
Research : volume of 1st test Wide diffusion of newly developed
products / services solutions
— -
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Innovative

partnership

The innovation partnership is
a procedure that allows for

the combination of research,
innovation and procurement.

The process should be
conducted in three phases.




Innovation partnership

PROCUREMENT INNOVATION

PARTNERSHIP (IP)
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0 0

NEEDS
IDENTIFICATION
— ) — AND CONTRACT AWARD INNOVATION
o NOTICE PROCEDURE PARTNERSHIP
+ MARKET RESEARCH + INVITE THE » SIGN CONTRACT
AND CONSULTATION SELECTED CANDIDATES WITH ONE (OR MORE)
+ CONTRACT NOTICE TO SUBMIT THEIR ECONOMIC OPERATOR(S)
+ ECONOMIC OPERATOR(S) TENDERS » WORK ON SOLUTION

REQUEST TO PARTICIPATE  » TENDERS NEGOTIATIONS (E.G. PROTOTYPE)
AND CLARIFICATIONS* » TEST AND EVALUATE

+ DECISION WHETHER
OR NOT TO ENTER
INTO AN IP



Innovation partnership vs. PCP (PPI)

Two separate PCP - PPI Innovation Partnership procedure
procurements
Can be used in * where the procurer needs a solution ¢ when the procurer needs products or
which cases? that is not so unique or specialized services that are so unique / specialised
that it has to be developed that the procurer is the only potential
exclusively for him, but instead there customer for the solution and there are no
is a wide range of potential other potential providers on the market
customers for the solution beyond outside of the innovation partnership, that
the procurer. could be disadvantaged
e Typically many providers are * When the procurer is the only customer, he
interested to develop solutions for has no other choice but to keep himself the
wide markets IPR
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What unmet needs/challenges could be tackled
by Innovation partnership in BSO sector?

Go to..... Mentimeter.com
Use code.....6736 3377
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Innovation procurement instruments

e Pre-commercial procurement (PCP) and Public procurement of innovative

the purchase of innovation: solutions (PPI)
Innovation Partnership

IS encouraging innovative
suppliers in the procurement
process:

Preliminary market consultation
Meet the buyer, etc.

new methods and approaches
for the procurement process:

Functional specifications
Value engineering, etc.

Public procurement procedures
that can promote innovation:

e Competetive dialogue and competitive procedure with negotiation

INPRCCAP
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Preliminary

market
consulations

formalised dialogue between the
contracting authority and other
entities (economic operators,
suppliers or independent
experts), aiming to obtain
answers to how the contracting
authority's problems can be
solved




Preliminary market consultation

Mol/Slovakia:
* |tis used very often by a wide range of CAs. It is used by Mol around eight
times a year in more complicated tenders

MININT/FRANCE uses several types of PMC:
* Pre-information notice (PIN): when MININT wishes to warn the supplier
market of the launch of a procedure.
* sourcing on the basis of an exchange with a panel of suppliers already
known (interview, mail, questionnaires
* Launching an RFI: For complex, strategic purchases or purchases

gm

unded by Funded by the European Union. Views and opinions expressed are however those of the
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Preliminary market consultation

Reasons to conduct PMC:

 The contracting authority does not know how it would be
possible to ensure the realisation of its unmet need;

* ldentification of the suitable suppliers on the market;

 Obtaining information about existing technical solutions, their
prices, conditions of performance;

* Promoting innovation in the market;

Funded by the European Union. Views and opinions expressed are however those of the
author(s) only and do not necessarily reflect those of the European Union or EISMEA.
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Preliminary market consultation

When organising a preliminary market
consultation, what should always be kept in
mind is that the process must comply with

the principles of equal treatment, non-
discrimination and transparency stated in
the directive 2014/24/EVU.

Neither the European Union nor the granting authority can be held responsible for them

EQUAL
TREATMENT

NON-
DISCRIMINATION TRANSPARENCY

DIRECTIVE 2014/24/EU
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INPRC

Project PPI4HPC — white paper

Market consultations have several benefits such as:

—-—— for technical aspects:
MONKEYPOX VIRUS : * Help in reviewing common and lot-specific
requirements;
Improvement of definition and clarification of
ambiguous requirements;

LT

for legal and procedure aspects:
*  Conflict of laws during the procurement procedure;
*  Subcontracting;

Clarification on the application form;

Language;

Analysis of candidates’ applications (qualification).

exe, Funded by Funded by the European U Vi d
X o . author(s) only and do not n ol
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Innovation procurement instruments

e Pre-commercial procurement (PCP) and Public procurement of innovative

the purchase of innovation: solutions (PPI)
Innovation Partnership

IS encouraging innovative
suppliers in the procurement
process:

Preliminary market consultation
Meet the buyer, etc.

new methods and approaches
for the procurement process:

Functional specifications
Value engineering, etc.

Public procurement procedures
that can promote innovation:

e Competetive dialogue and competitive procedure with negotiation
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INPRC

The public buyer sets minimum

Fu nCtionaI requirements to avoid an

abnormally low-performing

SpeCifications D tender, but is not overly
' 4 prescriptive regarding the means
of achieving a desired outcome




Functional specifications

e functional requirements are far more innovation-friendly”.

e This approach of using functional specifications was followed by 80% of the
five EC-funded innovation procurement projects

* shift the responsibility for achieving better results to the market.

 Economic operators enjoy openness and flexibility to reach the optimal
performance

unde: Funded by the European Union. Views and opinions expressed are however those of the
opean Union author(s) only and do not necessarily reflect those of the European Union or EISMEA.
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Functional specifications

* Does this mean that the use of descriptive requirements is not suitable for
attracting innovation?

* No, even descriptive requirements may attract innovative solutions, but

* “this becomes easier to be achieved through the use of functional
requirements that focus only on the description of the need, leaving the
market free to come up, through competition, with solutions fit for the
challenge in question

inior sed are however those of the
F l n Union or EISMEA,
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INPRC

CONSIP - buying the
ytemperature”

CONSIP - Instead of buying heating or cooling systems, it buys
“temperature” for its clients.

Specifications include
a temperature to be achieved inside the buildings;

installation of electronic meters for constant monitoring of the

MONKEYPOX VIRUS

NEGATIVE

L]

=
=

indoor temperature;
an assessment of the optimal consumption level for heating and

energy services;

What was the outcome?
The energy saved under the framework contract is sixteen times higher

than the minimum required.

http://www.consip.it/media/news-e-comunicati/consip-vince-il-premio-
european-energy-service-award

Funded by Funded by the European Union. Views and opinions expressed are however those of the
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INPRC

Value

engineering

activities and actions
that can be used during
contract implementation
to improve or preserve
the functions of the
innovative solution while
reducing the costs




Value engineering

* Incentivize vendors to continue improving the quality/cost ratio of their
solution — ,splitting the benefit”

* |deally where maintenance is a significant part of the value of the contract.

* Savings should be split between the contracting authority and supplier

* Conditions stated in tender documents and contract should clearly define the
conditions for applying the value engineering — contract modification

unde: Funded by the European Union. Views and opinions expressed are however those of the
opean Union author(s) only and do not necessarily reflect those of the European Union or EISMEA.
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INPRC

Continuous improvement of water quality in the
Province of Limburg

The Limburg water company wanted to obtain a cheaper
and more reliable IT system for managing water
distribution across its network.

_—

MQNKEYPOX VIRUS
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What was done differently?
value-engineering clauses to encourage vendors to

increase the quality and lower the cost of the delivered
solutions during contract implementation.

What was the outcome?

This approach resulted in a higher quality and lower cost
system: the amount of servers and corresponding
maintenance cost was reduced from 50 to 4 and
downtime was reduced to 0.005%.
http://eafip.eu/wp-content/uploads/2015/06/ParijsLV7.pdf

exe, Funded by Funded by the European Union. Views and opinions expressed are however those of the
author(s) only and do not necessarily reflect those of the European Union or EISMEA.
Neither the European Union nor the granting authority can be held responsible for them
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Innovation procurement instruments

* Pre-commercial procurement (PCP) and Public procurement of innovative

the purchase of innovation: solutions (PPI)
Innovation Partnership

IS encouraging innovative
suppliers in the procurement
process:

Preliminary market consultation
Meet the buyer, etc.

new methods and approaches
for the procurement process:

Functional specifications
Value engineering, etc.

Public procurement procedures
that can promote innovation:

e Competetive dialogue and competitive procedure with negotiation
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Competitive

procedure
with
hegotiation

The competitive
procedure with
negotiation offers public
buyers more flexibility in
awarding contracts, where
readymade solutions are
not available on the
market




Competitive procedure with negotiation

* transparent and documented negotiation may enable public buyers to
negotiate adaptations of existing elements for the development of an
innovative solution that will meet the needs described in the technical
specifications

* |t opens a direct dialogue on specific characteristics of the solutions to be
developed.

* Functional or performance requirements, appropriate award criteria in terms
of quality and other measurable indicators, including eventually a prototyping
phase may be the necessary elements

unde: Funded by the European Union. Views and opinions expressed are however those of the
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INPRC

Competitive
dialogue

The innovation
potential of this
procedure consists in
the wide range of
solutions that
participants can
propose




Competitive dialogue

The competitive dialogue is a two round procedure, where the public buyer
» describes its needs in contract notice,
* sets the minimum requirements for candidates and
* defines the contract award criteria based on Best Price Quality Ratio

» After verification of the selection criteria, the buyer initiates dialogue

* The negotiations take place individually with each candidate, ensuring
confidentiality of each solution.

Final st th ini tici t ted t bmit the final
tenders.
unde: Funded by the European Union. Views and opinions expressed are however those of the
opean Union author(s) only and do not necessarily reflect those of the European Union or EISMEA.
Neither the European Union nor the granting authority can be held responsible for them




Competitive dialogue vs. CP with negotiation

* Competitive dialoque

* CAs shall not reveal to the other participants solutions proposed by a
tenderer participating in the dialogue without its agreement.

* Competitive procedure with negotiation

* the economic operators are asked in the final phase to present the final
tender based on the changed technical specification

* All participants have the same knowledge about the final technical
description.

=~ m
=
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Competitive dialogue vs. CP with negotiation

 when the public buyer knows that a .
two-way tunnel has to be built under
the riverbed as a public works contract
financed from its own budget. .

* The negotiations will focus only on the
technical aspects of the works,
including price and quality
considerations.

to determine whether a bridge or a
(one or two-way) tunnel (on or under
the riverbed) should be built

as a public works contract or a works
concession

and whether it should be financed with
its own funds or with external sources
of funding.

INPRO



INPRC

Copenhagen’s environmental targets met with innovative
technologies

achieving target of reduction of the energy consumption from
street lighting - nearly 20 000 street lanterns needed replacing

_—

MQNKEYPOX VIRUS

NEGATIVE
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What was done differently?

The contracting authority opted for a competitive dialogue
procedure. The evaluation criteria were balanced: price 25%,
task performance and organization 25%, lighting solution 20%,
energy and environmental qualities 30%.

What was the outcome?

With the change to LED lamps the energy consumption has
been reduced by 57% reducing both the carbon footprint and
maintenance costs (€ 1,6 million annually, for an investment of

€ 26 million EUR).

http.//spice-project.eu
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What procedure allows you to procure RyD and
final product in one?

Go to..... Mentimeter.com
Use code.....6736 3377
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FINAL REMARKS

several procurement instruments
that can promote innovation
uptake

frustration of end-users that
complain about the public
procurement been obstacle to
innovation could be addressed
by procurement departments by
explaining them these
instruments

also vital to the success of
innovation procurement that the
end users are involved in these
procurement instruments
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