CEPPI LEARNING MATERIALS

A This series of PowerPoint slides has been prepared to communicate key insights and
skills, and know-how in pro-innovation procurement.

A They form part of a set of learning materials arising from the CEPPI project, which also
includes the CEPPI Final Case Study Report and CEPPI Energy Innovation Procurement
Guide: A Guide for City Authorities . (See www.ceppi.eu)

1 Introducing pro-innovation procurement The CEPPI project (coordinated energy-related PPI
A 1.1 Principles and overview actions for cities) aimed to demonstrate how European
A 1.2 Practice examples cities can achieve better energy-related outcomes
2 Needs identification

3 Market Engagement in pro-innovation procurement

through the strategic use of public procurement. Five
cities of different sizes and cultures - Birmingham (UK),
Budapest (Hungary), Wroclaw (Poland), Castellén and

A 2.17Tools Valencia (Spain) - participated in the project, which
A 2.2 Practice examples provided them with action-learning support to adopt,
4 Pro-innovation Tendering and where necessary adapt, public procurement of

innovation (PPI) methodologies in forthcoming tenders.
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PRO-INNOVATION PROCUREMENT: IDENTIFICATION

A This slide pack looks at the identification and definition of unmet needs
and future requirements

MARKET
ENGAGEMENT

PRGOGINNOVATION
TENDERING

Customers need an

Customers need to
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communicate this Suppliers need an

early in an accurate opportunity to offer

& convincing way to new solutions on an
suppliers equal playing field

understanding of
their unmet and
future needs
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NEEDS IDENTIFICATION IN PRO-INNOVATION
PROCUREMENT

Uncovering unmet needs and future requirements

A Edquist et al (2015) distinguish the first stage of innovation procurement by

public sector organisations as nthe 1|1 de
or of a grand challenge and its formulation in terms of a lack of satisfaction of a
human need or an unsolved societal pr ol

A Certainly this starting point for intervention is the essential first step i you have
to know what your needs are. If no one questions the status quo, then business
continues as normal.

A The CEPPI Guide sets out the arguments for why cities need to innovate in
support of the energy transition.

Learning activity

Read the introductory chapter of the Energy Innovation Procurement Guide (Energy
transition: the need for innovation), and reflect on these questions

A What is meant by energy transition?
A What is the role of Cities?
A What actions can Cities take to create conditions for innovation?
~ A What is the role of procurement in enabling innovation?
CE p pl % A What does this mean in practice for your organisation?
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PRO-INNOVATION PROCUREMENT: IDENTIFICATION

Uncovering targets for pro-innovation procurement

A Uncovering targets for pro-innovation approaches can come from:

A An examination of planned procurements and recurring tenders (for example
waste contracts)

A Areview of investment plans (for example city centre developments)

A A need to cuts costs without compromising quality of services (for example in
printing services)

A New legislation and regulations (for example air quality legislation)

A Societal challenges (for example climate change, social care)

AEnergy consumption 6hot spotsdé (for

CEPPIC
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NEEDS IDENTIFICATION IN PRO-INNOVATION
PROCUREMENT

Improving planned procurements and encouraging

an\ﬁ%%}ing targets for pro-innovation approaches can come from an
examination of planned procurements and retenders.

A In CEPPI this was the starting point for pro-innovation interventions with the
aim of delivering better energy and better societal outcomes. Examples
included contracts for waste management contract, printing services, home to
school transport, refuse collection vehicles.

A Once identified undertake a review of current solution: what worked, what
didnét, what could be I mproved, has t

A In order to get an accurate picture of the current situation it is important to
| denti fy and engage stakehol ders. 0St
interest in the outcomes of the procurement, for example the budget holders
and contract managers, but also end users (such as citizens and residents).

We needed to ‘stop the procurement conveyor belt’
to halt the automatic renewal ol tenders and move

CE p pl C the conversation beyond ‘more of the same’, or ‘more

of the same but a bit more energy efthcient.

Extract from the CEPPI Final Case Study Report



NEEDS IDENTIFICATION IN PRO-INNOVATION
PROCUREMENT

Stopping the procurement conveyor belt

Aln CEPPI we identified the need to 0s
first step in intervening with pro-innovation approaches.

A What we mean by this is the automatic renewal of tenders based on earlier
specifications. It is a common occurrence, but is a real barrier to supply chain
innovation in the public sector.

A The identification stage needs to address this issue. This means acting earlier
to initiate the pre-tender procurement activities earlier and questioning the

status quo. :
A large number of regular public procuremen

are perfunctorily conducted (i.e. the procuring
agency or unit describes the same product as
In previous procurements in a routine
manner). A routine of simply describing the

previously procured products makes it difficult
or impossible for new products (innovations)

CEppl i to be accepted. (Jon Mikgkabala Innovation
i Procurement Expert)




NEEDS IDENTIFICATION IN PRO-INNOVATION
PROCUREMENT

Making the most of financial investments

A Uncovering targets for pro-innovation approaches can come from an
examination of investment opportunities

A In CEPPI investment opportunities provided a fertile ground for pro-innovation
procurement interventions.. Examples included energy renovations of buildings
and brand new mixed use city developments.

A Questions that can be asked to identify the unmet needs include:
A How can we get the most out of this investment?

A How can we encourage and enable innovative solutions?

A How can we ensure is future ready?

A What would the perfect solution deliver for users?

A Does it fit our vision for the future city?

A It is important that stakeholders and end-users are involved in the process.

CEPPIC



NEEDS IDENTIFICATION IN PRO-INNOVATION
PROCUREMENT

Making the most of investments

Birmingham Smithfield Market Development

This development is a major mixede project in the centre of Birmingham. The
following is an extract from the descriptive document provided to suppliers:

Charter signatories will commit to protecting the environment, minimising waste and energy consumption, using
resources efficiently and contributing towards Birmingham’s Clean Air Zone. These commitments will also apply to
their supply chain.
Key initiatives could potentially include:
e Reduce Carbon footprint — be aware of main impacts on carbon emissions including the indirect carbon used
in manufacturing processes and the direct impact of operations and logistics.
e Measure carbon emissions and ensure a plan to reduce emissions, where possible, is being implemented using
carbon measurement tools. Specific targets to be included in major contracts.
Eliminate unnecessary waste by adopting the “reduce, reuse, recycle” philosophy.
Be a good neighbour, minimise negative local impacts (noise, air quality), improve green areas (e.g.
biodiversity, visual attractiveness).
e Protect the environment and minimise adverse impacts and instil this approach throughout the supply chain.
The Green and sustainable measures in the Charter are:
CO2 reduction target in % or in tonnes
Waste reduction target in %
Waste to Landfill reduction %
Electricity reduction %
Gas reduction %
% of renewable energy used
Water consumption reduction %
Number of individuals in Fuel poverty assisted with energy efficiency measures
Environmental Management System (e.g. ISO14001) Introduced or maintained
Implement a Carbon Management / Environmental Policy to reduce impact of CO2.

e & & & & & 0 0 0 0




=00
- b
e E
==

o

NEEDS IDENTIFICATION IN PRO-INNOVATION
PROCUREMENT

New and anticipated needs and requirement

New needs and requirements often mean that innovation is needed
This may be new legislation and targets, new regulations

Cities that have signed up to the carbon reduction targets need to find ways to
deliver these

Future plans for Clean Air Zones mean a city has to look at how its transport
infrastructure and choice of vehicles needs to change

o Io Do I

A In CEPPI air pollution issues and threats of fines for failure to comply with
reduction targets, together with increase awareness among staff and citizens
of the health issues associated with poor air quality provided a motivation for
iInnovation and adoption of new technology in Birmingham, for example
hydrogen fueled buses and low emission refuse collection vehicles.

CEPPIC



NEEDS IDENTIFICATION IN PRO-INNOVATION
PROCUREMENT

BOX 4: Hot Spot action planning mobilising action in

|dentifying energy hot spots Castellon

An energy opportunities exercise in Castellon
identified street lighting as an energy hot spot. The

A T h e | d ent | f | c at | on o) f éﬁrst action was to approach the person responsibleo
f hiah {i . it for street lighting to share the findings and ask if there
aref':ls 0 Ig _energy Consump lon in a Cl y were plans to wup-grade the cities lighting
motivates action to be taken infrastructure. The response was that there was no
financing available and suggestions from the CEPPI
. regarding innovative financing were rejected as too

A | n CEPPI Ohot SPO t a C T | risky. However, the significance of the finding was @
momentum for fmdmg iInvestment in new ||ght|ng such that the local facilitator provided an information
technology briefing for his line manager who subsequently

brought this to the attention of the Mayor’s office.
Over the course of the following year discussions
continued, financing options were investigated and

A This example from Castellon is highlighted in the | C . — .
. . 4 ocal studies carried out. Ultimately this intervention
CEPPI pUb“CaUOn _Energy Innovatlon led to a decision to ‘invest to save’ in up-grading the
Procurement: A Guide for Cities (see www.ceppi.eu).  street lighting and a forward plan adopting pro-

innovation methods for the renewal of street lighting.
35

30 M municipal transport (diesel)
25 M public transport (diesel)

M building heating (oil)

W building heating (gas)

CEPPIO

building lighting

Castellon - final energy [GWh/a]

W street lighting



NEEDS IDENTIFICATION IN PRO-INNOVATION
PROCUREMENT

The importance of stakeholder engagement in needs

identification

A There are a wide-range of internal stakeholders involved in, and affected by,
any procurement.

A These include, budget holders, operational managers, end-users,
environmental managers and finance managers and, of course, procurement
staff.

A The engagement and consultation of internal stakeholders is important in
order to build a firm foundation for the forthcoming procurement.

A The importance of, and time taken, in bringing all the relevant stakeholders on
board and aligning them to a common vision of the process is often
underestimated.

A However, experience shows that it is an investment that will pay off, for
example ensuring that the needs of all parties are taken into account, that
lessons and problems from previous procurement are addressed, and that

neslnvolved is aligned and in agreement
CEPPIY
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NEEDS IDENTIFICATION IN PRO-INNOVATION
PROCUREMENT

Why stakeholder engagement?

A Stakeholders have practical insights into the current situation surrounding the
procurement in question, how requirements may need to change to adjust to
future conditions and how the current solution or service could be improved.

A Stakeholders have an investment in the solution and are best placed to
determine the shortcomings with existing solutions and what the solution
needs to deliver.

A Engagement helps to ensure that any objections or risks can be identified
early in the process.

A Failure to consult and engage staff at an early stage can hinder the
acceptance of new solutions.

CEPPIO



NEEDS IDENTIFICATION IN PRO-INNOVATION
PROCUREMENT

Stakeholder engagement in action

A Engagement and consultation can be formal or
informal, interviews, meetings and / or focus
wor kshops. Or simply o6wal
peopl ebd

A Use questions to provoke thinking beyond current
solutions:

A What works with the current solution? What are the
problems with the current solution?

A What are the future challenges that you anticipate?
What is likely to change in the future?

A 1If you could imagine your ideal solution what would it
| ook | i ke? Compl ete the s
good i foe.

CEPPIO
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Stakeholder engagement in action

Case examples

Stakeholder engagement in the identification of unmet needs and challenges at the University
Hospital, Wroctaw

Several stakeholder workshops were organised over a period of 18 months. They brought together
people from across the hospital, including facilities managers, hospital managers, the procurement
team, medical staff, and patient representatives. The workshops built awareness about innovation
procurement, shared case examples from other hospitals in Poland and stimulated discussion on the
importance of energy efficiency and where improvements were needed. The workshop process
uncovered a number of problems with heating and lighting across the hospital estate and gathered
information about how this affected the safe and effective delivery of patient care.

CEPPIC
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Stakeholder encacgement in action

Case examples
Stakeholder engagement in the identification of unmet needs and challenges in Valencia

The local facilitator in Valencia organised a series of stakeholder workshops with staff in the central
fire station to discuss the problems associated with the energy efficiency and comfort of the building.
The workshops involved all the building users, including cleaners, fire fighters, and station managers.
It was soon discovered that additional stakeholders in the Municipal Authority responsible for the
maintenance and control of the heating system and those responsible for the Fire Station budget
needed to be fully engaged in the process.

Engaging with all the relevant stakeholders on board enabled the current situation to be accurately
understood, not only in relation to energy efficiency but also to create a comfortable and productive
environment for the staff.

“We consulted all the people who worked at the fire station, including cleaners and maintenance staff. The
level of interest and insights was greater than we had anticipated. Working with stakeholders on the

definition of unmet needs has been a most positive and enlightening process.” Francisca Hipdlito, Local
Facilitator, Valencia.
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Stakeholder encacgement in action

Case examples

Stakeholder meetings in a waste contract in Birmingham

‘
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Two stakeholder meetings were convened to bring together individuals with an interest and
expertise in waste and resource efficiency. These were day-long meetings with people from research,
private, public and third sector organisations (including environmental pressure groups) in order to
set priorities for Birmingham and identify opportunities.

End-user survey in Budapest

Local facilitators sought to apply their learning
about end-user engagement in a new tender
for security guard uniforms. A survey revealed
a number of problems which helped to inform
discussions with the supply-chain in a market
meeting.
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Experiences and impressions of uniforms from the security guards
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Citizens as stakeholders

A City authorities exist to serve the needs of their citizens, who are very often
end-users of the goods and services procured.

A Engagement with these external stakeholders can help to define the needs
and help ensure that the new service solution will meet these needs and be
accepted.

A For example, new LED street lighting changes how a neighbourhood feels
and can raise objections among residents

A Consulting them and raising awareness of benefits of new lighting can
iImprove the outcomes for everyone involved.

CEPPIC
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Engaging citizens in an energy refurbishment

Case example
Engaging citizens in the energy efficiency refurbishment of a public housing development in Wroctaw

The local facilitator together with the Municipality’s Public Housing
Liaison Officer conducted a consultation event with the residents of the
housing development. This involved explaining the refurbishment
programme, conducting a survey, and interviews. The original target
group was adults but children were included due to their high level of
interest. The findings not only served as an important precursor to the
planned refurbishments, and helped the residents to take an active
rather than passive involvement, it also informed the municipality
about their expectations and perspectives.

CEPPIC
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The importance of stakeholder engagement

In summary, the identification and enrolment of key stakeholders creates a
firm foundation by:

Ensuring new procurement approaches are understood and accepted
Ensuring that the unmet needs and requirement are accurately defined
Ensuring that all opinions are heard and objections aired in advance
Helping to understand the risks involved

Supporting the acceptance of new service models and technology

o Do Po Do Do I»

“Innovation is often seen as a threat to the norm and resistance to change is a common feature of
organisations. Ensuring that internal stakeholders are involved and consulted from the start of the project
helps to not only ensure that the unmet need and requirement is understood accurately, but that
stakeholders and end users will be receptive to new solutions when they are implemented”. Gaynor Whyles,
JERA Consulting

CEPPIO
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Translating unmet needs into outcome based requirements

NEEDS IDENTIFICATION IN PRO-INNOVATION
PROCUREMENT

A Outcome based requirements are a well-known cornerstone of enabling
innovation in the procurement process.

A An outcome based specification focuses on the desired outcomes that are
required from goods or services rather than a detailed technical specification.

A This allows potential suppliers scope to propose innovative solutions that might
not have occurred to the delivery team.

AOutcome based specifications are al so

AThe CEPPI Il nterventions distinguished
communicated as part of the mar ket eng:
specifications6 meaning the specificat.

CEPPIO
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Outcome based requirements allow scope for innovation

‘
|

Case examples
Outcome based requirements

Energy efficiency refurbishment of the Central Fire Station, Valencia leading to increased comfort of
the employees and maximizing energy saving. The required outcomes are as follows:

To reduce energy costs.

To improve the working environment and well-being of the fire officers and other staff

To maximise energy efficiency of the building and to reduce energy consumption.

All this must be done without compromising the operational capacity in the Fire Station both
during and after the refurbishment

C E p pl C See more information in the CEPPI Final Case Study

Report atwww.ceppi.eu
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Outcome based requirements allow scope for innovation

C E p pl C See more information in the CEPPI Final Case Study

Report atwww.ceppi.eu



