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Public procurement accounts for about 14% of
the European Union’s GDP. Statistics in Lithu-
ania are quite similar: on average, public pro-
curement accounts for about 12 percent of
GDP and approximately 9 thousand public pro-
curement procedures are implemented annu-
ally, which lead to the 18 thousand contracts
that are worth nearly 5 billion eur?. These fig-
ures indicate that the public sector has an
enormous potential to guide new develop-
ments in a range of sectors that can address
key societal challenges. Currently, EU and
member states are faced with important socie-
tal challenges, which include high quality and
affordable health care services, aging popula-
tion, climate change, energy efficiency, higher
quality education, security threats, etc. Public
procurement of innovative solutions can in-
crease the quality of public services and sup-
port access to markets for businesses, espe-
cially small and medium-sized enterprises,
which are the key component for the develop-
ment of the economy.

In this report Innovation public procurement
(IPP) refers to a general term which is com-
posed of two elements: Pre-commercial pro-
curement (PCP) when the Research & Devel-
opment (R&D) services are purchased and
Public procurement of innovation (PPI) where
contracting authorities act as a launch cus-
tomer of innovative goods or services which
are not yet available on a large-scale commer-
cial basis and may include conformance test-
ing. In PPI, procurers are also called early
adopters or first buyers, of the innovative solu-
tions.

Lithuania as many other countries in Europe is
in early stages of the implementation of inno-
vation public procurement programmes and is
facing several challenges, mostly based on the
lack of experience of the public procurers as
innovation demanders. Several policy initia-
tives have been implemented to support the
broader use of the IPP, however to achieve the
strategic use of it a more holistic approach has
to be taken.

1 Viedyjy pirkimy tarnyba, “2018 m. veiklos ataskaita”. <https://vpt.Irv.Ilt/uploads/vpt/documents/files/VPT 2018 veiklos atas-

kaita.pdf>
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Policy debates about IPP in Lithuania started
recently. A first major step was made in 2009
when Strategy for the Improvement and Devel-
opment of the Lithuanian Public Procurement
System for 2009-2013 was prepared. This
strategy set the target that by 2013, 5% of all
public procurements should be IPPs.2 After
this plan was approved, IPP became a hori-
zontal policy measure, however it was not in-
tegrated to various economic or sectoral devel-
opment strategies as one of the measures
which should be used more often. IPP is also
an important part of the Lithuanian Innovation
Development Program for 2014-2020. This
strategy is designed to specify how Lithuania
will seek to create a competitive, technologi-
cally advanced and smart economy with highly
skilled human resources. In order to reach this
goal, four steps were introduced, one of which
emphasizes the importance of the public sec-
tor. Lithuania has to improve demand-side in-
novation policies, which should help to solve
social, economic and environmental chal-
lenges. The expected result of this criteria is
the percentage of IPP in comparison to all pub-
lic procurements and the target value of it is set
between 2 and 5 percent.®

Ministry of Economy and Innovation has
drafted and the government of Lithuania in
2015 has established the law of PCP. It has
followed the definition and the 4-step model
proposed by the European Commission. The
principles of using an open transparent proce-
dure, using risk benefit sharing at market con-
ditions and the separation from the purchase
of commercial volumes of solutions are also in-
cluded in the definition, however, the PCP pur-
chase may include the purchase of non-com-
mercial volumes of final end-products.*

Additionally, in 2017, Law on Public Procure-
ment of the Republic of Lithuania was im-
proved. Possibility to use innovation partner-
ship was introduced as one of the ways to im-
plement procurement as it allows a combina-
tion of PCP and PPI. Last but not least, in 2019
Lithuanian Science, Technology and Innova-
tion council has set the target for the period of
2021-2030 in regards to IPP. Until the end of
it, at least 20% of public procurements in all
sectors of the economy should be PPIs, PCPs
and research procurements according to the
needs.®

2 Lietuvos Respublikos Vyriausybe, “Dél Lietuvos viesyjy pirkimy sistemos tobulinimo ir plétros 2009-2013 mety strategijos pat-
virtinimo®. <https://e-seimas.lIrs.It/portal/legalAct/It/ TAD/TAIS.355759?jfwid=f4nne5uw4&at;>

3 Lietuvos Respublikos Vyriausybé, “Dél Lietuvos inovacijy plétros 2014-2020 mety programos patvirtinimo*.
< http://eimin.Irv.It/It/veiklos-sritys/inovaciju-veiklos-sritis/inovaciju-strategijos-ir-programos>

4 PwC, 2019. ,The Strategic Use of Public Procurement for Innovation in the Digital Economy*“, Country factsheet, Lithuania

5 Mokslo, technologijy ir inovacijy taryba,

<https://e-seimas.Irs.lt/rs/lasupplement/TAP/2039ccb0c7f311e9a56df936f065a619/6888bc62c7f411e9a56df936f065a619/>
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However, Lithuania's Digital Agenda does not
mention innovation procurement nor encour-
aging the use of public procurement to mod-
ernize public services with innovative solu-
tions. Furthermore, In Lithuania no sectorial
policy explicitly recognizes the role of IPP
within its strategy.®

Most important policy initiative regarding IPP
has started in 2015. Measure “Pre-commercial
procurement LT” was designed under the first
priority of Lithuanian Operational programme.
It was designed to encourage innovation de-
velopment and the creation of new products
and services. Policy measure was developed
specifically for the public institutions to procure
R&D services rather than actual already exist-
ing goods or services. The total budget allo-
cated for this support measure was 20,5 min
eur.

“Pre-commercial procurement LT” in the con-
text of Lithuania is a unique support measure
as it is the only one demand-side innovation
support scheme. Given that the Lithuanian in-
novation system is negatively affected by the
lack of innovation demand, this measure is es-
pecially relevant and important. A support
scheme encourages public institutions to adopt
a PCP mindset by significantly reducing risk.
The programme provides funding up to 85% of
the PCP with the remaining 15% to be financed
by the contracting authority.

The programme can support pre-commercial
procurement at different stages:

creation and approval of the concept of
innovative products (stage );

creation of a prototype of an innovative
product (stage Il);

pilot of innovative product, which may
include the purchase of an innovative
product (stage ).

Supported activities include the creation of
new, non-existing products, services, materi-
als, processes or substantial upgrade of an ex-
isting product, services, material, process, ad-
dressing societal and economic challenges of
public interest.

Evaluations of this policy measure were per-
formed in order to understand its impact and
how it can be improved. According to the cur-
rent data, 35 organizations applied to Agency
for Science, Innovation and Tecnology (MITA)
to get the permission to implement PCP, but
almost half of them did not get it. It turned out
that the products, organizations wanted to cre-
ate, already existed on the market or there was
no need for R&D activities to create the prod-
uct. Conclusion can be made, that organiza-
tions do not fully understand what is the aim of
this policy instrument and what activities can
be funded.”

Major drawbacks regarding policy instrument
are related to the specifics of implementation
and administration. The main problems for or-
ganizations are the drafting of technical speci-
fications, because procuring organizations do
not properly define the subject-matter of the
purchase and insufficient analysis of the situa-
tion in the market.

5 PwC, PwC, 2019. ,The Strategic Use of Public Procurement for Innovation in the Digital Economy*, Country factsheet, Lithuania
7 Visionary Analytics, “2014-2020 M. Europos Sgjungos fondy investicijy veiksmy programos 1 prioriteto ,Moksliniy turimy, eks-
perimentinés plétros ir inovacijy skatinimas* poveikio vertinimo paslaugos”. 2019



Also, due to the lack of experience, procuring
organizations also faced difficulties to procure
R&D services, as organizations staff usually is
not aware of how to run these types of pro-
cesses.

More concretely, the definitions and terms
used for the description of innovations, re-
search activities etc. were defined differently in
different documents and laws. It created the
situation that there was no common under-
standing of them and it could be treated differ-
ently.

Policy instrument, as well as the implementa-
tion process of PCP, are quite specific. Given
the two-pronged nature of the process and the
involvement of as many as three institutions,
the project selection and evaluation process
become more complex and time-consuming
than usual, compared to traditional policy
measures based on grants system.

In addition, procedures of the PCP are also
complicated, which hinder the implementation
of innovative projects. For example, there is a
requirement that the contracting authority
needs to receive three different proposals in
order to continue the procurement process,
however, there were some cases when the
contracting authority received only two pro-
posals. Even though the proposals were high
quality and could be further developed, the
procurement process did not start as it did not
fulfil the requirement of the three proposals.
The lack of quality suppliers in the market is
related to the more general problem of the Lith-
uanian market - only the most innovative com-
panies can participate in PCP, but in the Lithu-
anian market the number of these companies
is not always sufficient.

Last but not least, there is a general misunder-
standing about the PCP. Organizations often
believe that they will be able to buy a final prod-
uct, however main goal of this policy instru-
ment is to foster the creation of innovation in
the private sector. Contracting authorities pro-
cure only R&D activities and in order to procure
a newly created product, other procedures are
required (e. g. innovation partnership).

Taking into account the fact that a PCP was a
new tool and most of the procurers did not
have experience implementing it, support ser-
vices were developed. Capacity-building pro-
gramme was very needed as it reduced the
complexity and uncertainty associated with
PCP.

Project “InoSpurtas” under the innovation sup-
port measure “Inogeb LT” was initiated, with
the main objective to increase innovation ca-
pacity of enterprises and to encourage them to
implement R&D activities more actively in the
field of smart specialization by providing inno-
vation consulting and support services. Imple-
mentation of this project took place from March
of 2017 until March of 2020 (36 months), while
the total budget for all activities was 3,8 million
eur. Among all other innovation support ser-
vices planned under this project, expertise and
methodological assistance on PCP for compa-
nies intending to participate and/or contracting
authorities have been provided with the objec-
tive to stimulate the demand for innovation.

In case of public sector, consultation covered
these topics:

The benefits for the contracting au-
thority as well as the society brought
by implementing a PCP project;

The concept of R&D and what has to
be procured;

The solutions which already exist on
the market;

The financial instruments to obtain
funding for the PCP project.

Private sector companies received support on
the following topics:

The benefits that companies derive
from participating in PCP;



Procedures of the PCP which need to
be followed;

Preliminary evaluation, whether the
service/product proposed by the com-
pany meets R&D requirements.

Consultations regarding PCP were provided in
a form of information events, group or individ-
ual consultations by the experts of MITA and
Lithuanian innovation center (LIC).

There are also several international project
based initiatives to strengthen the capacities of
the organizations involved in the innovation
public procurement. LIC is part of the Interreg
Europe project iBUY, which aims to mobilise
public and private stakeholders—beneficiaries
and funding, enlarging the number and the
quality of the outputs of the instruments and
their policy impact in the area of IPP, while pro-
moting a European perspective and ensuring
the durability and transferability of the
achieved results. In the frame of the project,
several discussion rounds with the stakehold-
ers were organized in order to understand the
problems the public procurers are facing.In ad-
dition, the Guidelines for the implementation of
IPP in Lithuanian language were developed to
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provide relevant information and increase the
knowledge of public procurers. In 2018, MITA
also joined as associated member the EU-
funded project “Procure2lnnovate - European
network of competence centres for innovation
procurement” to learn from more experienced
countries about setting up a national compe-
tence center.

According the evaluation of the innovation pro-
curement policy framework of the EU member
states, Lithuania together with France, Ger-
many, ltaly and Slovenia is considered as a
moderate performer and is right at the Euro-
pean average.

Main strengths of the policy framework are
identified the facts that Lithuania’s innovation
and public procurement policy framework rec-
ognises the strategic importance of innovation
procurement which is solidified in a spending
target. Lithuania has setup capacity building
and assistance activities and some financial in-
centives for a first set of pilot PCP projects.
However, potential synergies with other hori-
zontal and vertical policies are underused.
Lithuania does not have any specific action
plan or monitoring system for innovation pro-
curement and currently all main actions are still
limited in scale.®

European average 27%
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Figure 1. Degree of advancement on the innovation procurement policy framework®

8 PWC, 2019 ,The Strategic Use of Public Procurement for Innovation in the Digital Economy*, Country factsheet, Lithuania.

2Ibid.



Overall, despite various policy initiatives, PPI
in Lithuania is still underused. Figure 2 and
Figure 3 summarize the statistics of public pro-
curements of innovation in Lithuania. There is
a clear decline in the number of PPIs and steep
fall can be observed from 2016. In 2019 only 1
PPI was implemented. In addition, it is worth
mentioning a fact, that most PPIs were imple-
mented by the same organizations which could
be said have pro-innovation culture, human
and financial resources. Last but not least, the
share of the value of PPIs in Lithuania is well
below 1 percent. Just to remind, Lithuanian In-
novation Development Program for 2014-2020
set the target, that innovation public procure-
ments should consist 5 percent of all public
procurements until 2020, which means that
Lithuania is still far from its objectives. The
newly set targets in National progress pro-
gramme are even more demanding.

17 17

15
13 14
12

2011 2012 2013 2014 2015 2016 2017 2018 2019

Number of IPPs

Number of procuring organizations

Figure 2. Number of IPPs and number of procuring
organizations. Source: Public Procurement Office°

The poor performance regarding PPI can be
related to the fact, that PCP and not PPI is
mostly promoted in Lithuania. Lithuania lacks
financial and soft support services which would
target public procurement of innovations.
There is only a financial measure that supports
PCP and there are no support measures fore-
seen for the innovative public procurement in
general.

The low use of PPI also reflects more general
challenges of the whole procurement system,
such as low capacity to use procurement to
achieve broader policy objectives, the so-
called strategic use of public procurement. In
most cases, procurement is still considered an
administrative task rather than a professional
one. In fact, only 10% of the public officers in
charge of the tasks related to public procure-
ment work exclusively on public procurement,
while this task is not the main occupation for
70% of those responsible for the implementa-
tion of public procurement within contracting
authorities.*
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Share of value of IPPs in comparison to all
public procurements, %

Figure 3. Value of IPPs. Source: Public Procurement Office!?

10 Public Procurement Office, “Inovatyvas pirkimai: 2011-2019 m.rezultaty ataskaita“. <https://vpt.Irv.It/uploads/vpt/docu-

ments/files/Inovatyvus viesieji pirkimai 2011 2019.pdf>

1 OECD 2019, Improving Lithuania’s Public procurement System.

12 Public Procurement Office, “Inovatyvas pirkimai: 2011-2019 m.rezultaty ataskaita“. <https://vpt.Irv.It/uploads/vpt/docu-

ments/files/Inovatyvus viesieji pirkimai_ 2011 2019.pdf>
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LIC organized several discussion rounds with
the public sector institutions in order to under-
stand better what are the obstacles which hin-
der the broader use of PPl in Lithuania.

The main factors limiting innovation in general
in the public sector are strongly related to the
organizational structure of the public sector
and low motivation of employees. Employees
usually are not encouraged or motivated to in-
novate as their operational Key performance
Indicators most of the time do not state innova-
tion as a priority. To strict institutional environ-
ment and lack of support from the senior man-
agers of organization are key obstacles to in-
novation procurement, because procurers of-
ten fear risk to fail or the situations when they
might be misunderstood. Thus, a change of at-
titudes is needed in order to encourage inno-
vation friendly environment in the organiza-
tions: there has to be incentives system for
public procurement officials to carry out inno-
vative procurements while top officials have to
understand the importance of this procedure
and provide support when it is needed.

Often procurers are not fully aware of the pos-
sibilities to procure innovation and they do not
fully understand the benefits of innovative pub-
lic procurements. In the short term, innovative
public procurements can be more expensive,
but in the long term, it helps to save a signifi-
cant amount of organization resources. Suc-
cessful innovative public procurements also
help to improve the image of organization in
the eyes of other organizations, business and
society in general. However, there is a wide-
spread misconception that innovation procure-
ments are more expensive, by ignoring the fact
that new solutions might be more cost-efficient
in the long term and the priority is still often
given to the cheapest solutions rather than de-
veloping new one.

This is also related to the fact that public au-
thorities often lack innovative capacities and
have difficulties in identifying the needs where
innovative solutions could be used. Thus, ad-
ditional training or consultations are needed to
build these capacities willing that public author-
ities would play the role of innovation demand-
ers. There is a clear need for more consultation

services and best practice examples from Lith-
uania, which would provide more information
and encourage procuring organizations to start
PPI. However, procuring organizations have to
seek support from support organizations them-
selves. There are support organizations which
can provide soft services and expertise, but
there are a lot of procuring organizations which
do not know about support they can get, and
these who know it, are reluctant to use it.

Last but not least, government has its own part
in this process. It has to develop clear strategic
vision for innovative public procurements and
provide clear measures how it should be im-
plemented. Also, it is important to reduce ad-
ministrative burden and to create guidelines
which would foster implementation of PPI.

From another side, private sector also still has
many false stereotypes about public procure-
ment. In order to change this status quo, gov-
ernmental and public sector institutions, should
pay more attention to solve this issue. It could
be done through information campaigns dedi-
cated to PPI and market consultations as an
instrument should be used more often.

LIC also conducted a survey of procuring or-
ganizations in order to understand what are the
most important questions they would like to get
more information about, regarding PPI. Con-
tracting authorities were asked to choose three
most important topics out of ten, which are
closely related to implementation of PPI pro-
jects. Questionnaire was sent out to 130 indi-
viduals, which in one way or the other are re-
lated to public procurements (procurement
specialists, lawyers, heads of institutions, inno-
vation department specialists). 62 responses
to the survey was received (answers are sum-
marized in the Figure 4.). Observation can be
made, that there is one particular question
which stands out among the others (Develop-
ment of a tender document for PPI). Other im-
portant questions are: Identifying problems
that could be addresses with IPP and Imple-
menting PPI procedures. Conclusion can be
made, that there is a general lack of knowledge
regarding PPI, as a variety of questions are im-
portant to procuring organizations.



Overall, conducted meetings and survey al-
lowed to better understand what is the current
status of innovation procurement in Lithuania
and what are the main obstacles procuring or-
ganizations have to deal with. In summary,
these are the main obstacles disturbing imple-
mentation of PPl in Lithuania:

Public procurement of innovation is
not fully utilized as an instrument to im-
prove the activities of public organiza-
tions and foster business innovation

There is only a financial support meas-
ure for PCP, while there is no financial
support for the implementation of PPI;

Consultations are directed towards the
PCP, while there are no consultation
services for PPI;

Some contracting authorities lack a
general understanding what innova-
tion public procurement is; what is the
difference between PCP and PPI;

Joint / Coordinated PPI

Monitoring and Evaluation of PPI

7
Implementing PPI procedures

Development of a tender document

Open market consultations
15
Early market analysis
12

what could be procured using these
methods;

Some contracting authorities find pro-
curement procedures strict and com-
plicated;

PPI is a complex process which re-
quires different knowledge and skills,
however, some public procurers lack
knowledge about PPI related aspects,
e. g. they don’t fully understand the
market and the newest tendencies;
they have a lot of misconceptions
about the price and time; they lack pro-
ject management skills;

Public procurers are risk-averse and
lack motivation;

Private sector is still reluctant towards
a possibility to participate in innovation
procurements, as they still don’t find
public sector as a reliable partner to
develop a partnership.

26

45

Relationship of PPl with Legal Regulation / Standards / Labelling / Certification

Intellectual property law

12
Creating an PPI Business Plan

12

Identifying problems that could be addressed with innovative solutions

Figure 2. Most important question for procuring organizations, regarding PPI.
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Taking into account previous analyses of Lith-
uania, this report has identified a number of
key issues and policy recommendations with
the examples of good practices from other
countries which are important in order to foster
the broader use of IPP in Lithuania.

In Lithuania, the target for IPP has been set
several times in different strategic documents,
however it has never been achieved meaning
that a structural change is needed. As the ex-
perience of other countries (Netherlands, Fin-
land) shows, the uptake of IPP by the public
sector is a long process which requires the im-
plementation of several different actions.
Therefore, in order to achieve the desired
change a comprehensive Innovation procure-
ment action plan is needed.

At the moment, Finland has a most compre-
hensive and developed action plan among the
EU member states.




In December 2017 Finland has adopted a dedicated Action Plan on innovation procurement, which
is was initiated by the Ministry of Economic Affairs and Employment. The overall purpose of the
action plan is to promote a more strategic approach to innovation procurement at the Government
level and enhance management and preparation of procurements in administrative branches. The
action plan covers all types of innovation procurement, is applicable across the country and to all
public procurers in all sectors and administrative levels and aims at mainstreaming innovation at a
large scale.

The Action Plan contains 14 different measures divided in four main categories: management, in-
formation sharing, skills development, and concrete tools (e.g. risk management tools). The action
plan also defines concrete responsible actors for each action to be implemented. For each of the
14 measures, tasks are divided among the responsible actors which range from the competence
centre KEINO to all ministries in the central government, the central purchasing body HANSEL, the
funding entities Sitra and Business Finland, the training entity HAUS etc.

The action plan defines for each action concrete expected results. For example, according to the
Action Plan, innovation procurement should be included in the performance management (KPIs) of
each public sector organisation to ensure a systematic approach. Furthermore, public organisations
should assign a person in charge of achieving the objectives on innovation procurements (so called
"change agents") and provide training activities tailored to innovation procurement.

The action plan defines a clear timeline to implement all the objectives in two phases.

The specific objectives of the Action Plan are:
Promoting a more strategic approach to innovation procurement;

Promoting a better management and preparation of procurements in administrative
branches;

Creating a systematic development process for cooperation across central government
sectors and administrative branches;

Support to the Government objective to raise the share of innovation procurement of all
public procurement to 5% (cf. Indicator "Target").

The second phase of the plan consists of defining supporting activities for each administrative
branch. Support and coaching, tailored to the needs of each administrative branch, will be provided
to promote the implementation of the measures. The second phase is already underway in the form
of coaching meetings for each administrative branch. These meetings will continue until January
2019. As the timeline does not cover long term actions to sustain wide scale implementation yet,
the score for the sub-indicator timeline is therefore 75%.Finally, dedicated resources have been
allocated by the ministry of economics for the activities in the action plan to be implemented by the
national Finnish competence centre on innovation procurement KEINO. However, it is not clear
which resources are exactly committed by the other key actors listed in the action plan to achieve
their objectives in the action plan.

The fact that innovation procurement is now addressed in the whole country is also proved by the
existence of local initiatives. For example, the cities of Turku and Tampere have their own actions
to promote innovation procurement.

BpwC, 2019 ,The Strategic Use of Public Procurement for Innovation in the Digital Economy®, https://ec.europa.eu/digital-single-
market/en/news/benchmarking-national-innovation-procurement-policy-frameworks-across-europe
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The target percentage of innovation public pro-
curement in Lithuania for 2020 was 5% of the
total public procurements. This target makes
Lithuania together with Finland the countries
which have the highest targets set for the inno-
vation public procurement in Europe.* The tar-
get of 20% of the total public procurement by
2030 is even more demanding, however an ef-
fective monitoring system of the innovation
public procurement is not in place yet.

As PCPs are conducted using the financial
support scheme, every case is approved to be
a pre-commercial procurement case and it can
be clearly counted how many PCPs have been
implemented in Lithuania. A different situation
is in regards to innovative public procurement.
As there is no one procedure which can be
used to procure innovations and a range of
projects and procurement methods can be
used, the monitoring system of such procure-
ments is not clear. Public Procurement Office
has started collecting statistics on PPI asking
to the contracting authorities to mark the ten-
der as innovative or not at the moment of pub-
lication. The information gathered with this pro-
cedure is not further double-checked, and
given the lack of awareness or specific compe-
tence about the definition of PPl among pro-
curers, the overall result could be unreliable.t®
There are doubts whether the procurements
which have been included in official statistics
have really procured innovations. On the other

hand, it might happen that there are organiza-
tions, which procured innovations, but these
procurements have not been counted as inno-
vative. Therefore, it is very important to set
clear criteria for the public procurers, when the
procurement can be considered as innovative
in order to have a reliable statistical infor-
mation.

On the other hand, for the countries which are
in the early stages of IPP it is very important to
“grasp” even small steps taken by the public
procurers towards innovations. At the moment
there is only one measurable outcome that is
stated to be pursued, i.e. the percentage of the
innovation public procurement from all the pro-
curements. Such a measurement is very nar-
row in its scope and it does not provide infor-
mation regarding the progress and attitude of
contracting authorities to innovative solutions.
Therefore, it is very important to expand the
monitoring system to have more complex infor-
mation.

A good example can be found in Netherlands,
where government ten years ago, when the
IPP was also in early stages, in order to find
the showcase examples has started to evalu-
ate procurements using 13 criteria, which are
attributed to IPP. In this way it was possible to
get the information about the level of innova-
tiveness of the public procurers and to find or-
ganizations which show strong signals of inno-
vation.

14 pwC, 2019 ,The Strategic Use of Public Procurement for Innovation in the Digital Economy*, https://ec.europa.eu/digital-
single-market/en/news/benchmarking-national-innovation-procurement-policy-frameworks-across-europe

15 PwC, 2019 ,The Strategic Use of Public Procurement for Innovation in the Digital Economy*, https://ec.europa.eu/digital-
single-market/en/news/benchmarking-national-innovation-procurement-policy-frameworks-across-europe
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13 elements were used to evaluate the innovation procurements:

=

. Looking for an innovative solution

. Market consultation before specification

. Competitive dialogue

. Design contest

. Variants

. Functional specification

. Innovation included in award criteria

. Intellectual property right to the contractor
. Risk sharing in the contract

© 00 ~NO UL WN

10. Incentives in (long term) contract for efficiency and effectiveness

11. Allowing for innovative solutions
12. Tender board

13. Using the potential of tender procedures to enhance innovation

By making use of the input from the survey, to each of the elements a weight was attributed
and subsequently the level of innovation was summed up with regard to the investigated pro-
jects. This in the end resulted to categories of their level of innovativeness: on the one hand
general procurement with limited or few signals of innovation, and on the other hand innovation
procurement with clear or strong signals of innovation.6

In order to reduce the financial risk and encour-
age public procurers to undertake more inno-
vation procurements financial instruments not
only for PCP, but as well for the innovative pub-
lic procurements are needed.

Countries like Sweden and Finland are using
the national funds to set up national or regional
funding schemes. However, Estonia devel-
oped a financial instrument using the Euro-
pean structural funds which covers all types of
innovation procurement.

16 Rolf Zeldenrust, 2019. “Innovation procurement policy (IPP). The case of Netherlands. The set-up and role of the Compe-
tence Centre 6 P | A Nvthindhe context of Innovation Procurement in the Netherlands”.



In 2015 the Estonian ministry of economics and communications introduced innovation pro-
curement policy 'the public sector as a smart customer' strategically into its wider innovation

policy.
The 20 Million euro support scheme is split in two large segments of activities:

Circa 2 Million euro will be devoted to general awareness raising, knowledge sharing,
workshops, consultations etc. — everything that helps the procurers and companies to
better understand what innovation procurement is and why it is useful.

The remaining 18 Million euro provides co-financing for Estonian public procurers to
carry out an innovation procurement. Only procurers can apply, not companies, so it
is fully demand-based measure.

In 2016 Enterprise Estonia opened the first call for Estonian public procurers (deadline for ap-
plications: 21 June 2016). The 18 Million euro support co-finances the actual procurement need
(a new innovative solution, service or product) and supporting activities for the procurers to
prepare and manage the procurement (e.g. the engagement of a project manager by the pro-
curer, open market consultations before the procurement, legal support, market analysis etc.).
Procurers can apply for up to 50% of co-financing from the total cost of the project. The funding
is divided via a ratio of 75%-25% between the actual solution to be procured and supporting
activities. At least 75% of the eligible financing has to be invested into the actual solution, max
25% can be invested into supporting activities. The engagement of a project manager and
market analysis are compulsory supporting activities.

In Lithuania National procurement office has a
role to provide methodological support for pub-
lic procurers in general. Consultations regard-
ing the PCP are provided by MITA and LIC ex-
perts in the frame of above mentioned Inospur-
tas project. Thus, the methodological support
regarding the PPI is left “in between” several
institutions.

It is clear that improving skills and compe-
tences of the public procurers is one of the key
elements, which would support the broader
use of the PPI, however the public procure-
ment by itself really can make a jump in its pro-
fessionalization. In order to get a higher level
of knowledge regarding PPI, it is important to
stimulate the exchange of information and to
promote and facilitate innovation procurement.

17 https://ec.europa.eu/information_society/newsroom/image/document/2016-24/estonia_16147.pdf
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Over the years several Member States in Eu-
rope established competence centres for inno-
vation procurement (or widened the scope of
existing ones).

One of the oldest and most structured centres
is in Netherlands. Among the regular training,
the provision of good practice examples, of
template tender documents and of networking
activities is key activities of a competence cen-

ter.

Established in 2006 PIANOo, Procurement Expertise Center of the Ministry of Economic Affairs
and Climate, offers information, advice, tools and practical tips to anyone involved in the public
sector in the procurement and tendering of works, supplies and services. PIANOo brings to-
gether experts in procurement and procurement, combines knowledge and experience and
provides advice and practical tips. The center of expertise also stimulates the dialogue be-
tween clients in government and industry. PIANOo works for and with a network of over 3,500
buyers and procurers.

Over the past years it developed tools such as generic guides and factsheets, as well as more
specifically the ‘Innovation Suitcase’. The developed self-scans are well-used by their target
audience. These scans are launched in order to make procurers aware of their knowledge and
expertise on Innovation Procurement and Pre-Commercial Procurement, and accordingly the
results of the scan, they receive advises in which specific areas someone can learn even more.
Besides they have launched a few years ago a semi-annual newsletter focused on innovation
procurement, they organise and facilitate monthly Innovation Procurement meetings, as well

as an annual conference.

Lithuania has implemented a range of capacity
building and support measures to raise aware-
ness and increase the competences of public
procurers. However, currently, Lithuania does
not have a certification framework that sets out
the skills and competences, specific training
programmes to be completed, and career sys-
tem for the public procurement practitioners.

18 https://www.pianoo.nl/nl/over-pianoo

Establishing a certification framework (CF) is
critical to promote the professionalization of
the public procurement workforce, because it
contributes to certifying the competences ac-
quired through trainings.'® While establishing
such a framework, innovation public procure-
ment should be an integral part of it, whereas
some countries (Austria) have established
separate certificates for innovation procure-
ment.

1% OECD, 2019. “Improving Lithuania’s Public procurement System” p. 41
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Certification framework can be implemented In addition, the development of online training

using different forms of trainings: modules could be considered as the alterna-
tive delivery model of training in order to reach

Face to face workshops (short-term out more procurement specialists. Further-
training courses); more, close collaboration with universities is

also important with the long-term vision of es-
tablishing degree program of public procure-
Degree programme. ment or integrating the innovation procure-
ment-related courses into existent pro-
grammes for further professionalization of the
public sector.?°

Online training modules;

In Austria, the national competence centre on innovation procurement (www.ioeb.at), in co-
operation with the Federal Academy of Public Administration, carries out training activities that
deliver a certification of achieved innovation procurement competence at basic and advanced
levels.?t

There are courses announced on their website, where the public procurers can register and
participate in order to get more knowledge on the topics related to innovation public procure-
ment:

What is innovation procurement;
Market exploration, process and partner selection;

Special instrument: Innovation partnership.

Courses are organized using different forms: lectures, face-to-face workshops, webinars, prac-
tical exercises.

Irish competence centre (PTI)22 is aligned with 3 Irish universities and amongst other, offers
educational, training and coaching services. The center is involved in designing and delivering
procurement best practices at various level and in modular and blended learning formats:

Certified Diploma, Degree and Masters Education on Supply Chain, Sustainability
and Innovation Procurement;

Bespoke training Courses for public and private procurement teams;

Management of Innovation Procurement Projects and Sustainable Projects for Public
Procurement Learners, as part of the diploma facilitated by the Universities;

Support with National Procurement Plans.

PTI's Training Academy is also currently developing a suite of Continuing Professional Devel-
opment courses for members in order to offer flexible training courses in collaboration with
various training and higher education organisations.

20 OECD, 2019. “Improving Lithuania’s Public procurement System”, p. 59.

21 pwC, 2019 ,The Strategic Use of Public Procurement for Innovation in the Digital Economy*, https://ec.europa.eu/digital-
single-market/en/news/benchmarking-national-innovation-procurement-policy-frameworks-across-europe p. 54.

2 http:/procurementtransformationinstitute.com/education/
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In addition to the competence centre, the com-
petence network is also very important which
would facilitate the information exchange be-
tween users of the network. Networking activi-
ties are usually organised by the competence
centres on innovation procurement, usually in
the form of events, conferences and seminars.
It is essential that there is an institutional level
of commitment of public sector (top) manage-
ment regarding the IPP topic and perhaps
even more important to communicate this ex-
tensively time after time.

In order to build the community of practice it is
important to cooperate from the very first be-
ginning with those procurers who are ahead in
their expertise and who are keen to stimulate
(new) exciting procurement topics, such as In-
novation Procurement. This might lead to the
positive side-effect that they will become sup-
porters of the competence centre and will
spread the word.23 LIC together with Transport
innovation center and GovTechlab project al-
ready took the initiative to create the network
of innovation oriented public organizations,
which could be the frontrunners and would in-
spire other public procurers. Therefore, further
efforts are needed to ensure the continuity and
expansion of such activities.

So-called competence and contact centers established in existing institutions create a
correspondingly comprehensive governance structure. This structure ensures the
interconnection and usability of knowledge related to innovation procurement within Austria,
without incurring any significant additional costs. This is made possible by expanding the
missions of existing institutions instead of creating new ones. The competence and contact
centers support the implementation of the “Action Plan for Public Procurement Promoting
Innovation (PPPI) in Austria” with their complementary know-how.

Austria Wirtschaftsservice (AWS)

Austrian Research Promotion Agency (FFG)

Austrian Energy Agency (AEA)

Bundesimmobiliengesellschaft (BIG)

GSV-Platform for Mobility
The City of Vienna

Austrian Economic Chambers (WKO)
Federation of Austrian Industries (IV)

ITG - Innovation Service Salzburg

Contact point for Innovation Procurement for the Federal States.

2 Rolf Zeldenrust, 2019. “Innovation procurement policy (IPP). The case of Netherlands. The set-up and role of the Competence
Centre 6 P | A Nvizhindhe context of Innovation Procurement in the Netherlands”.

2 https://www.ioeb.at/en/
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In Finland Keino change agents act as the local focal point for the competence centre, bringing
competence centre activities and support closer to public authorities locally. Mission of these

change agents is to:

Provide the centre with information on the situation in the area and local needs;

Advise and support procedures in the area in accordance and activities of Keino;

Network between different procurement entities and experts;

Activate procurement units to participate in the centre’s procurement development

groups.

One of the very often cited problems, is the
lack of Lithuanian examples. There are several
cases of the ongoing PCP projects, however
none of the PPI case is available to share.
Thus, Lithuanian procurers “have a feeling”
that innovations are procured in other coun-
tries which are more advanced regarding the
innovation development.

It would be important to provide an extensive
support for few public authorities to implement
“showcase examples” of PPI in order to share
their first-hand experience and provide practi-
cal lessons and tips for public procurers. The
challenge series organized by the Govtechlab
initiative is a good step towards it, however the
challenges which received the solutions have
not entered to the procurement stage yet.
Thus, more legal and procurement expert sup-
port is needed to “produce” these first exam-
ples.




The website of public procurement office pro-
vides news regarding public procurement in-
cluding innovation public procurement as well
as methodological guidelines related to inno-
vation-oriented procurements such as Guide-
lines for the use of the most economically ad-
vantageous tender. In addition, a portal
www.inopirkimai.lt was launched by MITA in
order disseminate information regarding the
IPP.

At the moment, the examples of PCP cases
are published on the website, however little at-
tention is given to the PPI. Information about
the wider policy support for innovation procure-
ment, and on how Lithuanian procurers can
benefit from key European initiatives on inno-
vation procurement is still missing. The new
website www.inopirkimai.lt is not well known
among the procurers, therefore it is important
to established a link between the two different
websites and to decide which portal has to
serve as a main communication channel re-
garding the IPP.25

In Sweden the website of National Agency for Public procurement?® provides all the information
related to the public procurement including innovation and sustainable public procurement.
Different support material can be found: guidance documents, brochures and films, links to the
webinars and interactive tools such as Life Cycle Costs (LCC) calculator. It also provides ex-
tensive information tailored for procurers from different sectors: food, construction, health etc.

Personal incentives schemes can be a power-
ful tool in order to support the practioners to
take initiatives and conduct IPPs. It can take in
a form of prizes for the top performances
among public-sector contracting authorities in
the procurement of innovative products and
the design of innovative procurement pro-
cesses. There can be bonuses for public serv-
ants foreseen which could also be included in
the career objectives.

25 https://www.upphandlingsmyndigheten.se/omraden/

Awards or certification of organizations can
also be a powerful tool to showcase innovative
organizations and inspire others as well as or-
ganizations themselves to work further in the
area of IPP. As the example of Germany
shows, organizations are awarded and sup-
ported already when they show some steps to-
wards innovations, whereas the completion of
the IPP project is already the “highest” step
during all the process.


http://www.inopirkimai.lt/
http://www.inopirkimai.lt/
https://www.upphandlingsmyndigheten.se/omraden/

In Italy, a personal incentive scheme is reported in Lombardy, where there are bonuses for
public servants related to achieving the 3% regional target for innovation procurement, which
is also included in the career objectives.?®

KOINNO?” competence center in Germany es-tablished a three-levels certificate to the inno-
vative public sector organizations: bronze, sil-ver and golden certificate. It provides an official
recognition of the success of the organization in the area of innovation public procurement.
The entire certification program consists of three successive levels. One level must be
completed in order to qualify for the next one.

Bronze certificate can be obtained if the organ-ization has showed some of the success fac-
tors towards innovation public procurement. Organizations need to fill in a standardized online
self-evaluation questionnaire and if they meet the defined minimum criteria in the self-
evaluation, they can obtain a bronze certificate. In addition, all participants receive personal-
ized recommendations for further development in the area of innovation public procurement.

In order to obtain the silver certificate, the inno-vative approach of the organizations is evalu-
ated during a personal audit and short work-shop. Innovative power of the procurement office
is analysed and validated and if the or-ganization passes the audit successfully, it re-ceives
the silver certificate as well as advices how to develop its potential further.

A golden certificate is awarded based on the evaluation of a completed project in the field of
innovation public procurement. In order to re-ceive it, organizations need to submit a practi-cal
example of a project. If the example passes successfully, organization receives the Gold
Certificate and its practical example will be published on the KOINNO website.

% pwC, 2019. ,The Strategic Use of Public Procurement for Innovation in the Digital Economy*, https://ec.europa.eu/digital-
single-market/en/news/benchmarking-national-innovation-procurement-policy-frameworks-across-europe p. 48.
27 https://www.koinno-bmwi.de/informationen/zertifizierung/
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A cross-border joint procurement happens
where two or more contracting authorities from
different Member States are jointly purchasing
works, supplies or services through one ten-
dering procedure. At the moment, there are no
cases know of the participation of Lithuanian
procurers in a cross-border joint procurements.
As the COVID-19 crisis also showed Lithua-
nian institutions are “slow” in building procure-
ment partnership or joining the existent consor-
tiums. Therefore, tailored information cam-
paigns and training are needed in order to sup-
port internationalization of public procurers.

This guide was composed by LITHUANIAN INNOVATION CENTRE (LIC)

LIC is a non-profit organization of public innovation support and consulting services, capable of con-
solidating the interests of business, science, politics, and society to increase the international com-
petitiveness of the Lithuanian economy. Since 1996 LIC provides expert consultative assistance to
institutions implementing innovation and technology development policy. LIC conducts research in
priority areas of Lithuanian science, technology, and innovation policy, provides information, reports,
insights, and recommendations in order to encourage evidence-based and experience-based deci-
sion-making.

For more information on innovation public procurement visit www.lic.It
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