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Innovation Procurement:
- Procurement of R&D services to tackle specific public needs when
solutions are not yet on the market (PCP)

- Procurement of solutions
acts as first customer (PPI)
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Why Innovation Procurement?
WIN -WIN FOR THE PUBLIC SECTOR IN EUROPE

Modernization of public services I improving the quality and efficiency
of public services and tackling societal challenges with innovative /
breakthrough solutions for the benefit of the citizens

Smart use of the procurement budget to remove supplier lock -in_and
obtain more open, standardized and better value for money solutions
In a cost effective manner

In times of economic distress innovation procurement can boost
Innovation in a country/region without extra funds I only by shifting
existing procurement budget towards R&D and Innovation

Benefits to the local economy -_support to the economic activity in
sectors related to the innovative solutions purchased or developed

It can create growth and jobs in Europe (in PCPs, suppliers can be
required to do the majority of R&D in Europe)
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WHY INNOVATION PROCUREMENT

WIN -WIN FOR THE PRIVATE SECTOR IN EUROPE

The power of the public pursue can open up market/sales opportunities
for innovative companies in Europe

Public sector can act as launch customer to help start -ups in Europe
scale up and finally go to market

Demand driven Innovation (through  Procurement) helps shortening
time -to-market for innovative products/services

SCALE T UP EUROPE MANIFESTO

Calls on the Member States :

to open public procurement by supporting more Innovation
to allocate of their annual procurement budget 3% to Pre-Commercial

Procurements and 20% to Public Procurements of Innovative Sglutions
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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 PCPfalls outside WTO rules

Prevent foreclosing of competition & crowding out of
private investment in 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 /PPls

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
->New innovation  partnership procedure not supported in H2020 (for other purpose )




Objectivesof the study on Quantifyingthe impact of PCP
In Europe

A Quantify the economicimpact of pre-commercialprocurement (PCP)n
Europe,comparedto other procurementapproachespbasedon detailed
Information from public procurers and awardees collected through
guestionnaires

>> analyze whether and how much the impacts observed in
PCPs (panell) differ from the impactsobservedin the panels2
(R&D servicescontracts) and 3 (mixed R&D servicesand supply
contracts) of the controlgroupof procurements

A Providea seriesof recommendationsfor new actionsto be undertakenat
EUlevelandat nationallevelto encouragehe useof PCRandimprovethe
link with potential follow-up publicprocurementof innovation(PPI)



Findingsof the Studyon the mpactof PCP

¢/ Improvements in the quality and/or efficiency of the public services
. achievedby deployingthe innovative solutions developedas a result of
the PCP

Increasein quality and decreasen pricesof productsresulting from the
highly competitive multi-sourcing, phased procurement approach that
distinguishe$?CHrom other procurementapproaches

y Reductionin the risk of failure in large scalefollow-up PPIprocurements

% Increasein the efficiencyof R&Dexpenditures

5. Speedingup time-to-market for firms and facilitating the accessof SMEs

" to the procurementmarket;

Attractingfinancialinvestorsto Europe

, Increasedinteroperability / impact on standardization/ reduction of
supplierlock-in;

Impactson competitionstructurein the market

) Increasedexploitation of IPRsand R&Dresultsin general
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. o , _ ——— Network national competence
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

o W 2014 public proc dirs, EU state aid rules
o ot "?(y\ ESIF and H2020 reinforce PCP/PPI support
eé\)s of© European award for innovation proc

First joint cross -border PCPs launched (FP7)

Q 06‘30 Increasing amount of EU funding for PCP & PPI
\)(\cj\\a.\(\s“ 4,50M in 2009-10,43 GMin 2011-12,94 GM in 2013,
o 6‘5‘66 130 GM in 2014 -15, 130 OM in 2016 -17

\\

o0 63‘0 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 ﬂB 2014-15 2016-17
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S PCP and PPl in ESI
EE, LT develop innov. proc. Strategy
A Gr announces creation of competence center

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)

>
2008 2009 2010 2011 2012 2013 2014 2015 2016

F:
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Political encouragement Implementation
- Modernising public sector ‘a priority’ - Innov Proc Competence center
Quality -efficiency improvement targets Training / assisting procurers
e.g. Lombardia /IT, UK (e.g. SE, FI, ES, EE, DE)
- Target % proc budgets to R&D&I - Innov Proc financial support program
Monitoring framework (e.g. SE, FI, ES, EE, HU, DE)

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

Encourage demand side to Leverage EU funding
meet supply side =

- Horizon 2020 ncreased

- Early notification  innov proc needs . ESIF support for

- Open market consultations - EIBloans INNov - proc

Meet the buyers events _
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- Speed up public sector modernisation I Improve quality
and efficiency of public services with breakthrough solutions

- Get better value for money through cooperation - enable
public sector around Europe to share cost + experience to buy
new solutions that can respond to concrete public needs

- Address issues of common Interest together I e.g. where
interoperability and coherence of solutions across borders,
pooling of resources or market defragmentation IS required

- Create growth and jobs in Europe I help innovators bring

European R&D to the market (the majority of R&D in H2020
funded PCPs should take place in Europe, Itd set of first test
products can be bought in the PPl from companies in the PCP)
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12 FP7 funded PCPs have awarded contracts by now

- SILVER (Robotics for elderly care)

-  CHARM (Traffic management)

- PRACE 3IP (Energy efficient supercomputing)

- SMART@FIRE (Smart protective equipment for fire fighters)

- PREFORMA (Long term digital preservation)

- DECIPHER (Mobile health services)

- Human Brain Project (High Performance Computing for brain simulation)
- V-CON (Virtual construction of road infrastructure)

- Cloud for Europe (Cloud computing for governments)

- Thalea (Telemedicine for intensive care unit patients at increased risk)
- IMAILE (Personalised e -learning solutions)

- NYMPHA-MD (Mental care for bipolar disorders)
HBP PCP doesn't result from a PCP call. HBP decided itself to use PCP under its subcontracting activities.

Contracts awarded

- Tender docs downloaded typically between 50 to 300 times

- Nr of offers received typically between 10 -34 (4 -7 for specialised/low budget PCPs)
- 77 contracts awarded in  total (130 companies/universities involved)
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Opening route -to-market for new players/SMEs
- 73% of contracts won by SMEs (SME lead bidder, bidding alone or with partners)

- Compared to 29% in public procurements across Europe
Mostly small young SMEs: 27% below 10 people, 60% below 50 people, 49,5% less than 10 years old

Joint procurement stimulates cross -border company growth

- 29% of contracts won by bidders that are not from a country of any of the
procurers in the buyers group (e.g. DE company working for UK+NL procurers)

- Compared to 1,26% in public procurements across Europe (also in national PCPs)

Relevance to universities & bringing scientific results to market
- 31% of winning contracts have university/R&D center partner in consortium
- Winning SMEs are also often university start -ups

Encouraging commercialisation I budget efficiency

i Bidders offered ~50 % price reduction on R&D cost (market beyond procurers)
-> PCPs can get twice as much R&D done for same budget as R&l action

Creating growth and jobs in Europe

T 98,7% of bidders do 100% of R&D in Europe
(2 have committed to do minimum 68% resp. 85 % of R&D in Europe)




e Companies in winning bids (nr/country)

e Universities in winning bids (nr/country)

Procurers

2
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Still companies out there that don't know about these contract opportunities.
5 additional Horizon 2020 funded PCPs will launch their call for tenders later this year.

Who can help promote such upcoming call for tenders in their countries?
Overview on -going projects: http://ec.europa.eu/digital -agenda/en/eu

-funded -projects
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Commission Framework identified
Awareness Raising Working on  and/or pilots Pilots 2007
Exploring possibilities framework in preparation  started
Malta Denmark Lithuania Ireland Sy
T — Latvia Estonia Norway Soa
Romania : pain
Slovakia  Cyprus Slovenia Nzl
F P Iceland Greece Germany .
rance celan Finland
Luxembourg Czech Italy Austria
Switzerland Republic  portugal Belgium UK
Framework identified
Awareness Raising Working on and/or pilots PCPs projects ongoing 2017
Exploring possibilities framework in preparation or finished
Lithuania _ _
Malta Estonia  Finland Sweden
- Poland
Latvia
: Irel
Bulgaria Crech  Romania reland  Netherlands
: : N
Cyprus Republic Greece  Spain e Y
Slovenia lceland : Belgium Ital
y
Luxembourg Slovakia Denmark  Germany
Switzerland Hungary Portugal France Austria
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