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o« Public sector
o Health care

o Climate Change

o Energy Efficiency

i Transport

o Security

Public sector is faced with Important challenges . Addressing

these, often requires public sector transformations.
In many cases, solutions are near the market and would be provided if clear

requirements/sufficient demand expressed by the market ( PPI )
In other cases, still R&D required to de -risk technology, still competing solution
approaches to compare before committing to large scale deployment ( PCP)

Public procurement/demand driven innovation can open markets
for industry/researchers creating growth & jobs in Europe

However, potential is  underutilised in EU due to fragmentation
of demand, lack of incentives -> transnational PCPs/PPIs
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When
i Challenge requires solution which is almost or already on the market in
small quantity but not meeting requirements for large scale deployment
yet. Desired solutions would be provided if clear requirements/sufficient
demand would be expressed by the market. Incremental innovation
(production adaptation, scaling up of production) or non -R&D innovation
(e.g. organisational/process innovation) can deliver required quality/price,
S0 no procurement of R&D involved.
What
I Public sector acts as launching customer / early adopter / first buyer for
innovative  products and services that are newly arriving on the market
(not widely commercially available yet )
How
i Public sector acts as facilitator establishing a buyers group with critical

mass that triggers industry to scale up its production chain to bring

products on the market with desired quality / price ratio within a specific

time. After potentially a test / certification / labelling , the buyers
group buys a significant volume of solutions.
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Challenge needs radical innovation, no solution 'on' or ‘close to' market yet.
There are different competing 'potential' solution approaches / ideas, but
stil R&D needed to de -risk and compare / validate the pros and cons of

different technological alternatives: No commitment to large scale
deployment (PPI) yet . Procurer wants to  induce step change in the
market (e.g. moving from proprietary / vendor lock -in situation to better
open systems and multiple vendor environment including new players)
What
I Public sector buys R&D to  steer development of solutions to its needs
gather info about pros / cons of alternative solutions to be better informed
to make specs for a follow -up PPl possibly later, to  avoid supplier
lock -in (create competitive supply base)
How
i Public sector buys R&D from several suppliers in parallel (comparing
alternative solution approaches), in form of competition evaluating
progress after critical milestones (design, prototyping, test phase), risks

& benefits of R&D (in particular related to IPRs) shared with suppliers to
maximise incentives for wide commercialisation
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PCP to steer the development of solutions towards concrete public
sector needs, whilst comparing/validating alternative solution
approaches from various vendors

PPl to act as launching customer / early adopter / first buyer of

innovative commercial end

R&D / Pre-commercial Procurement (PCP)
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Get 20% better value for money products (US defense data)

Use PPI also if no(more) R&D needed for procurement need

Use a small budget PCP to de -risk a large budget PPI

PPI spec can be 'completely rephrased ' benefiting from PCP lessons learnt

Use conditions that encourage job creation 'in Europe’
Because PCP falls outside WTO rules

Prevent foreclosing of competition & crowding out of
private investment Iin R&D

Companies that are not financing their R&D via procurement /PCP (e.g. via
grants , own company resources ) can still bid for deployment contracts /PPIs

Facilitates access to procurement market for SMEs

Gradually increasing contract sizes, tasks, required manpower
Stringent financial guarantee /qualification requirements :'no'in PCP,; Itd'in PPI

€ above notthe case if R&D is procured as part of/ inside large deployment contract
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PCP and PPl in ESIF:PL, HU, IE, F R,
EE, LV develop innov. proc. strategy

DE, PL put innov. proc. in R&D&lI strategy
IT (G 150M), ES (G 250M) to PCP/PPI struct funds
Baltics (LT, LV, EE) join Norden agreement
FR sets 2% target for innov proc.

NO, FI, SE, DK, IS min. agreement on cross border innov.
proc. collaboration (including 2,5% target)

AT, NO, DK, IS, IT include innov. proc. in R&D&I strategy
ES (3%), NL and UK (2,5%) set expenditure target for innov. proc.

Fl, SE, ES, Flanders (BE) launch support program & competence center for procurers

Fl, SE, ES, Flander (BE) include innov. Proc. in R&D&lI strategy

UK NHS and MOD PCPs and PPIs, NL launching customer (PPI)

>
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More info on these EU policy initiatives on innovation procurement centers on innov proc

http://ec.europa.eu/information_society/newsroom/cf/dae/itemdetail.cfm?item_id=16605

A ERAC council recommendations
eafip launched
1st joint cross -border PPI launched

W 2014 public proc dirs, EU state aid rules

ot £ ¢®) ESIF and H2020 reinforce PCP/PPI support
¢ European award for innovation proc

\)\& « Study quantifying econ impact PCP

First joint cross -border PCPs launched (FP7)

Q \)‘(\0“ Increasing amount of EU funding for PCP & PPI
\)(\cj\\a.\(\s“ 4,50Min 2009-10, 43 GMin 2011-12,94 M in 2013,
o 6‘3‘66 130 OM in 2014 -15, 130 OM in 2016 -17
\\}

o0 6‘3‘“ Study measuring amount of R&D procured in all MS
° First national PCPs started by procurers in MS without EU funding

Europe 2020: IU and DAE targets for PCP and PPI
EC Survey on state of implementation of PCP across MS (national legal
FW
FP7 & CIP: awareness raising/networking procurers)
Council & EP conclusions
on PCP Communication

2008 2009 2010 2011 2012 ﬂf% 2014-15 2016-17
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Political encouragement

- Modernising public sector ‘a priority’
Quality -efficiency improvement targets
e.g. Lombardia /IT, UK

- Target % proc budgets to innovation

Monitoring framework
e.g. UK, NL, ES, Nordics, FR

Encourage demand side to
meet supply side

- Early notification  innov proc needs

- Open market consultations
Meet the buyers events

Implementation

- Innov Proc Competence center
Training / assisting procurers
(e.qg. SE, FI, ES, EE, DE)

- Innov Proc financial support program

(e.g. SE, FI, ES, EE, HU, DE)

Leverage EU funding

- Horizon 2020 Increased
ESIF stpport for

- EIB loans innov proc
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European

Commission Framework identified
Awareness Raising Working on  and/or pilots Pilots 2007
Exploring possibilities framework in preparation  started
Malta Denmark Lithuania Ireland
Latvia _ Sweden
Bulgaria =stonia oy Spai
- ain
: Romania Slovenia i Netherlands

Slovakia  Cyprus Germany
France Iceland Greece Finland

Luxembourg Czech ltaly Austria

Switzerland Republic  portugal Belgium UK
Framework identified
Awareness Raising Working on and/or pilots PCPs projects ofgoing 2016
Exploring possibilities framework in preparation or finished
Malta Latvia Lithuania Estonia Finland Sweden
Slovenia Ireland
Bulgaria RCze(t:)Ih SeEile Poland Netherlands
epuplic . Norwa
Cyprus i Clisses el : T . e
Iceland Slovakia elgium Iltal
Hungar aly
oo Portugal Denmark  Germany
Luxembourg g, it>arland France Austria

Examples of initiatives without EU support: hitp://ec.europa.eu/digitatagenda/news/innovatiorprocurement-initiatives-around-europe
Overview of EU funded PCPS/PPIshttp://ec.europa.eu/diqita-eufunded-proiects




