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What is Procurement of
Innovation?

procurement is the process by which public authorities
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What domains are
covered by the Project?

PROJECT MISSION

INNOVATION PROCUREMENT CAPABILITY

e are on a mission to encourage the Procurement of Innovation capability development and accelerate the growthiof
Circular Economy and Green Mobility innovation ecosystems.
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CHOOSE THE RIGHT INSTRUMENT

Developrment and Preparation of
feasibility procurement
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small Business :
Innovation Research I
Market Consultation
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O Testing Ground
|
Functional Specification
|
N Dealing with Intellectual Property
} i
I
Human Centred Design :
Award below Treshold
1
! Total Cost of Ownership
Innovation during the Contract Period
LOwW

Preparation for innovation- Inncvation-criented Inmovation-oriented Innovation-oriented
oriented procurement procurement procedures procurement tactics contract management
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ORGANISATIONAL et
OVERVIEW  |eosse
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DETERMINE
PERIOD
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v Purchase price or initial payment

v Lifespan in years

v Periodic replacement costs
_' v Removal costs for replacement

v Annual (fixed) costs

v Consumption of gas, electricity and water

v Expected annual change in consumption costs

W Other costs for buyer

v Secondary costs

Keep the expected
lifetime of the solution
as a period

Total Cost of
Ownership

PERFORMANCE
CONTRACTS

|

A step-by-step
guide

= Active monitoring of performance
contracts by contract managers in
their own organisation

« Monitor actual performance
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Total Cost of Ownership

Estimation
« Costs « Budgeting « Cash flow
« Decision « Riskmanagement « Contract management

O

Total Cost of Ownership Analysis:

OVERVIEW
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‘ CRITERIA ‘

l

7

ol « Award on Best Value Procurement
‘_ (BVP) or lowest price ‘_
0 « Calculation is insightful for life cycle

COSES request

ACTUAL VALUE

l

3

Meeds-analysis and market exploration
should be completed at this point

FORM

!

CONTRACT ‘
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=P Estirmation of maintenance costs by
=) cxperts
=P Sharpening of values by market parties
_' =P |ndication by product sheets
manufacturers
=P |ndication by test reports from research

=t

= Design, Build, Finance and
Maintain (DBFM) contracts

+ Lease contracts

_. = Service contracts

= Register supplier
performance (bonus or
rmalus)

= Simple and clear

v

S

DISTINCTIVE
FACTORS

CALCULATION
ESTIMATION

|

Biggest impact on
total costs?
Consumption?

l

5

Estimation different costs

<+
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Case Example PROCEDIN

City of Helsinki, Finland: Planning and Development in
the Renovation Procurement of Residential Buildings

Improving energy efficiency and promoting circular economy
through the renovation of three eight-stories buildings.

This case has been put forward by KEINO Competence Centre
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Organisational Overview SpRpT—

ORGANISATIONAL b——

o000
OVERVIEW coooco
000
Estimation
e Costs e Budgeting e Cash flow

e Decision e Risk management « Contract management

Needs-analysis and market exploration
should be completed at this point
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case

The estimated duration of the development
> PERIOD work from the tendering for the project
planning stage up to the contract
calculations was about 19 months.

Keep the expected
lifetime of the solution
as a period

9
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Ccase

Lifespan:

25 years was taken into consideration for
technical and financial feasibility,
maintenance aspects, energy efficiency
and carbon footprint.
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COSTS
OVERVIEW
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v Purchase price or initial payment 3K

v Lifespan in years
v’ Periodic replacement costs
v' Removal costs for replacement

v’ Annual (fixed) costs

v, Consumption of gas, electricity and water

v’ Expected annual change in consumption costs
v’ Other costs for buyer

v, Secondary costs




ACTUAL VALUE

3

= Estimation of maintenance costs by

=P cxperts

= Sharpening of values by market parties

= |ndication by product sheets
manufacturers

=P |ndication by test reports from research

e

case

The market was involved, in particular, regarding
the review work new to the City.

For the tendering for the multi-objective
optimisation, implementers were charted, experts
were consulted, and the work carried out within
the City In the past was studied.
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Ccase

In order to take the environmental and climate e —
Impacts of the renovation into account, criteria - FORM
were set for the planning based on the Carbon
neutral Helsinki 2035 Action Plan, as well as
reviews carried out during the project "

e Design, Build, Finance and
Maintain (DBFM) contracts
Lease contracts

e Service contracts
Register supplier
performance (bonus or

malus)
e Simple and clear
éjfkv
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case

Total cost estimate of the renovation
CALCULATION _ _ _
ESTIMATION project prior to the contract calculations:
47.4 million euros.

Estimation different costs

=
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Ccase

DISTINCTIVE
FACTORS

Most emission comes from the heating
and electricity consumption of buildings.

Biggest impact on
total costs?
Consumption?
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case

In all procurement parts, quality was
welghted at 70%, while price was weighted
at 30%.

CRITERIA

7

e Award on Best Value Procurement
(BVP) or lowest price

e Calculation is insightful for life cycle
costs request
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Ccase

Several tools used, among others:
.. : PERFORMANCE
*energy optimization tools CONTRACTS
s lifecycle carbon footprint calculation
* Areuse review and plan

8

e Active monitoring of performance

contracts by contract managers in
their own organisation

e Monitor actual performance @
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Exercise PROCEDIN

What are advantages of Total Cost of Ownership?
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Building Procurement Capability for Embedding and Driving Innovation

THANK YOU!
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Funded by
the European Union

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 the European Innovation Council and SMES Executive Agency
(EISMEA). Neither the European Union nor the granting authority can be held responsible for them.
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