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ABSTRACT

Recent work has pointed towards a new age of innovation that is emerging and af-
fecting both the public and private sector. To survive, companies must respond to
finding solutions to global challenges, such as climate change and poverty, as well
as participating in solving the welfare challenges that are prominent in particular
in the western world. At the same time, the public sector must become more in-
novative in order to deal with the economic pressure on welfare services, and lack
of warm hands. Intelligent public demand is identified as one of the solutions to
these identified challenges.

This article is based on the recently published report by FORA, Intelligent Public
Demand and Innovative Public Tenders. By interviewing 40 people in public orga-
nizations in UK, Finland, US and the Netherlands the study conducted an analysis
of leading organizations and their experiences of using intelligent public demand
to solve major societal challenges.

Two distinct findings emerged from the study: (1) major societal challenges and
the desire to create a more innovative society means that intelligent public demand
and innovative public procurement will play an important role in future innova-
tion policies; and (2) further it is believed that countries especially in Europe can
learn from the experiences described in this study and find inspiration to prioritize

the use of intelligent public demand and innovative public procurement.

INTRODUCTION

Finding solutions to major global and
societal challenges will be one of the
most important drivers for innovation
in the future. This applies to issues such
as the climate challenge, the need for
clean drinking water, disease and pov-

erty in developing countries and wel-
fare challenges in developed countries.
Few, but leading private companies
have committed themselves fully to ad-
dressing some of these future challeng-
es. They have created innovative orga-
nizations focused on finding new ways

to solve some of humanity’s problems
and at the same time they are profitable
private companies.

There are also exciting new examples of
NGOs and charities that are organized
as innovative private companies where
earnings do not accrue to shareholders
but are reinvested in social solutions.
Also the public sector needs to become
more innovative. Future welfare chal-
lenges can only be overcome in the
coming decades, if new ways to pro-
duce and deliver welfare services are
created.

Innovation in the private sector often
takes place in innovation alliances be-
tween companies and experts from re-
search institutions and often involving
users in the innovation process. The
results are often individual solutions,
where customers and companies create
value together.

It will be important for the future wel-
fare system, that public organizations
and institutions become part of the
open innovation alliances of tomor-
row. One way to do this can be by in-
troducing intelligent public demand.
The purpose of this paper is to discuss
experiences with intelligent public de-
mand from countries that are consid-
ered advanced in this field and who
have already obtained some initial ex-
periences.

WHAT IS INTELLIGENT PUBLIC
DEMAND?

Public private innovation (PPI) is the
newest form of public private interac-
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tion and it is about public and private
partners who jointly explore and de-
velop new innovative solutions.

Public private innovation and intelli-
gent public demand is the same phe-
nomenon. However, intelligent de-
mand is more than just public private
innovation. If innovation partnerships
are to be described as intelligent public
demand they must be part of an overall
systematic innovation process, ranging
from identification of a social problem
to implementing the new solution.
Intelligent public demand can be di-
vided into 4 key elements.

Firstly, a societal challenge needs to be
identified in a field, which will generate
the necessary understanding and sup-
port to launch a demanding process
of innovation by private actors. Inno-
vation involves risk and the solution
may not be known in advance, hence
it is not an entirely easy matter to pick
out the areas where it makes sense to
experiment with intelligent public de-
mand, and where the public sector is
willing to take a chance.

Secondly, once a societal challenge is
selected the next step is to achieve a
deeper understanding of the causes of
the problem and explore how the prob-
lem can be divided into elements that
make it possible to launch concrete in-
novation processes.

If this is achieved, the third step will
be to set up innovation teams with the
right skills for solving the problem. Of-
ten multi-disciplinary innovation teams
are needed, and it is rarely clear who
the right partners can and should be.
Therefore access to special search pro-
cesses or to knowledge networks will be
needed in order to combine innovation
teams with the appropriate skills.
Finally, it is crucial that concrete in-
novation processes are arranged so
that the solutions that are a result of
the processes are useful for the gov-
ernment and actually ends up being
implemented.

While these 4 elements seem to make
up an innovation process that is rec-
ognized by countries working with in-
telligent public demand, there are also
several barriers that need to be over-
come at each step. These barriers will
be discussed later in this paper.

DATA AND METHODS
In the report, New Nature of Innova-
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tion', intelligent demand and smart
regulation are highlighted as policies
that can meet future innovation policy
challenges.

The report identifies Finland, Nether-
lands, UK and U.S. as countries that are
advanced in respect to new innovation
policy considerations on intelligent de-
mand and smart regulation.

The experiences with intelligent de-
mand in the 4 countries are described
in the study, Intelligent Public Demand
and Innovative Public Tenders’, and
are the basis for data collection in this
study.

In all 4 countries key figures within the
ministries responsible for innovation
policy has been contacted for pointing
out designated public organizations
and/or private institutions working
with intelligent public demand. Desk
research of organizations and activities
in the designated institutions has also
been carried out.

Semi-structured interviews have been
conducted with a total of 40 people.
The people who were interviewed have
been asked to explain the structure and
work of their organizations. They were
also asked about their experiences in
overcoming the challenges or barriers
to intelligent public demand outlined
above. Finally, they were asked about
the existence of other barriers to intel-
ligent public demand.

EVALUATION OF DATA

There are relatively few examples of
intelligent public demand around the
world, but especially the UK seems to
have interesting experiences both with
the development of welfare technology
and user involvement.

This is the case for the Technology
Strategy Board in particular, which has
been asked by the UK government to
carry out a number of projects which
will promote private sector involve-
ment in the development of new tech-
nology for new welfare solutions.

It also applies to the Design Council,
funded by the British Government.
The Design Council has launched sev-
eral projects for the renewal of welfare
services by using new design methods.
Service design can provide knowledge
about how the meeting between tech-
nology and users can be optimized in
order to better achieve the full benefits
of technological opportunities.

Finland has tried to break new ground
with systemic innovation of the entire
welfare area. The work is grounded in
the Finnish Innovation Fund, SITRA.
Finland has also interesting experienc-
es with the use of public procurement
to stimulate new innovative welfare
solutions.

In the US., NASA and DARPA have
extensive experience with technol-
ogy exchange between the private and
public sectors, especially technology
exchanges between small and medium
sized businesses and entrepreneurial
firms.

It is estimated that NASA is the organi-
zation which has the most experience
with unconventional but effective ways
to use private companies for technolo-
gy development for public use - a tech-
nology development which also forms
the basis for development in the private
sector.

Although NASA basically works with
the exchange of space technology, the
assessment of methods and experi-
ences can also be used for development
and dissemination of welfare technol-
ogy-

The study New Nature of Innovation
had a particular intent to screen for
policy initiatives that signaled new
policy praxis within a very broad area
of innovation and not just new welfare
solutions. The screening was not per-
fect and the detected cases were not in-
vestigated and described in depth, and
hence some countries might have been
overlooked.

The report Intelligent Public Demand
and Innovative Public Tenders made a
more thorough screening of experienc-
es with new welfare solutions based on
new technology and especially interest-
ing experience in getting private com-
panies to develop technology for use in
public. The screening was carried out
in the UK, Finland, Netherlands and
the U.S. On the basis of the screening a
number of the most promising projects
will briefly be described, and one proj-
ect from UK, which is considered to
be the most comprehensive case of the
study, will be described more in depth
in the following.

RESULTS

The U.S. has a long tradition of public
private cooperation in defense equip-
ment and aerospace. It began in the
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1950s and has mainly focused on de-
veloping advanced technologies for the
U.S. defense and space program. But
there are also numerous examples of
technology developed for defense and
aerospace, which have been applied in
the rest of society. The most spectacu-
lar example is the Internet, originally
developed for the U.S. defense so dif-
ferent computer systems could com-
municate with each other.

The US. also has a long experience
with a program of collaborative re-
search between the public and small
businesses - Small Business Innovation
Research - SBIR program. All federal
institutions with research budgets are
required to spend 2.5 per cent of their
research budget to purchase technol-
ogy from small and medium sized en-
terprises.

UK and the Netherlands have been
inspired by the American experiences
and have taken similar approaches and
launched programs to develop new so-
lutions to both global challenges and
welfare challenges.

Finland is also experimenting with
new forms of public private innova-
tion. Here the inspiration is not so
much the American experience, but
rather the work of the OECD and the
experiments initiated by the EU Com-
mission’.

None of the countries so far are so
advanced that they have carried out
major projects that make it possible to
describe and evaluate the combined ef-
fect of new ways of conducting public
private innovation. But there are con-
tours of new ways of doing it.

One can distinguish between intel-
ligent public demand, starting with
the major societal challenges - Grand
Challenges - and intelligent demand,
which is based on more definite con-
crete problems.

In the Netherlands the government has
initiated programs that are based on
major societal challenges.

The Dutch government has set up In-
novation Platforms with the Prime
Minister as chairman. The govern-
ment has asked businesses and uni-
versities to contribute with suggestions
for social challenges, which require
new solutions, and in areas where the
Netherlands have the competences and
strengths to develop new solutions.
The Innovation Platforms divided the

many proposals into 6 prioritized areas
- Key Areas. The Government invited
the business sector and knowledge in-
stitutions to form networks that could
establish the necessary cooperation to
solve the challenges. The government
has also established a number of inno-
vative programs that will be the driving
force behind the innovation networks*.
The Dutch Ministry of Finance coordi-
nates the work between the ministries
involved in the projects, which is about
finding new solutions to societal chal-
lenges. The 4 priority areas: Security,
Energy, Health and Water.

The Dutch government has also in-
troduced a Small Business Innovation
Research (SBIR) program based on the
American model. The program will
promote public institutions’ use of in-
telligent public demand. Originally it
was intended that the program would
require all state institutions to spend
a specific amount of their budget on
problems that could form the basis of
public private innovation - so-called
innovative public procurement.

The UK government has ordered all
ministries to develop strategies for in-
novative public procurement. How-
ever, the tenders have not yet had the
widespread success that the govern-
ment had hoped for, but there are in-
teresting examples such as the UK’s
National Health Services and the
Home Office.

One of the challenges of innovative
public procurement is to get the right
companies and knowledge institutions
to come together in innovation alli-
ances. Experiences from the UK shows
that the Knowledge Transfer Networks
established by the Department for
Business, Innovation and Skills play a
key role as intermediary between pub-
lic authorities, companies and knowl-
edge environments. A similar role is
also carried out by the Design Council.
The UK government has also provided
the Technology Strategy Board (TSB)
resources to launch more extensive ex-
perimentation with intelligent public
demand. TSB is an independent orga-
nization at arm’s length from the gov-
ernment and TSB has a 3-year budget
of 1 billion pounds.

The board at TSB consists of represen-
tatives from business and knowledge
institutions. The Board has established
Innovation Platforms where major

societal challenges are discussed and
examined whether the challenge can
be divided into sub problems that can
form the basis of public private inno-
vation.

When a problem is identified TSB co-
operates with the specialized knowl-
edge networks, KTNs to form the right
skilled innovation alliances which can
apply for grants to solve the problem.
The selected innovation team is put in
touch with a steering committee with
representatives from ministries, com-
panies and scientific institutions.
Initially the focus was on developing
new technologies for climate, environ-
ment, safety and flexible transport sys-
tems. But innovative platforms to come
up with solutions for elderly and dis-
abled people to become more self-re-
liant have also been created- Assistant
Living and an innovation platform for
the reduction of risk of infection - De-
tection and Identification of Infectious
Agents.

In Finland, the independent innova-
tion fund SITRA just created a de-
sign laboratory, Helsinki Design Lab
(HDL), which will investigate how to
use service design and design think-
ing to come up with proposals for so-
lutions to societal challenges. Helsinki
Design Lab has in the summer of 2010
conducted 3 pilot projects: Marginal-
ization of boys in primary school, How
elderly people can stay longer in their
own homes, and The reduction of CO2
emissions in society.

The Finnish Funding Agency for Tech-
nology and Innovation TEKES, has
a program where municipalities and
public institutions are eligible to hire
private consultants for advise on the
launch of innovative public procure-
ment.

The Finnish Ministry of Economic
Affairs and Employment has recently
published a new Finnish innovation
strategy - Demand and User-Driven
Innovation - Framework and Action
Plan.

The strategy announced that Finland
should increase the use of innovative
public procurement and find ways to
increase the use of intelligent public
demand. TEKES has thus been in-
structed to make suggestions about
how the Finnish technology programs
to a greater extent may be based on
the solution of social problems and
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demand-driven innovation.
Technology Strategy Board

The Technology Strategy Board (TSB)
in the UK has developed a model for
intelligent public demand, which is
perhaps the most comprehensive case
in the study. The model consists of 4
stages (see figure 1 below):

o Study phase

« Innovation Platform

o Development phase

o Implementation

At the first stage social challenges are
identified and prioritized, and it is de-
cided which challenges should become
subject to continue the innovation
proces. At TSB, the Governing Board
determines whether a challenge can
qualify for the next stage.

At the second stage, an innovation plat-
form is launched. The overall responsi-
bility for the work on the innovation
platform is handled by a member of the
TSB’s management team, who forms a
team of TSB employees, responsible for
activities on the platform. The aim is
to come from the complex socio-eco-
nomic challenge to concrete problems
that can be tendered.

Along this process brainstorming ses-
sions with experts are organized and
working groups with individuals who
have specialized knowledge in the field
are set up. The intention is to gain a
deeper understanding of the problem
and a possible division of the problem
into distinct sub problems. Societal
challenges are often complex problems
that cannot be solved by one single
project. Therefore the challenge needs
to be divided into several concrete sub
problems that can be tendered to right
skilled project groups. It is a great chal-
lenge to ensure that the most skilled
knowledge and the most relevant ex-
perts participate in the activities at the
Innovation Platform. TSB has over the
years built up an extensive knowledge
of British businesses and knowledge
environments. TSB also works closely
with ministries and other organiza-
tions, such as the Design Council.

To find the right experts and part-
ners for the innovation platforms TSB
draws on a number of UK Knowledge
Transfer Networks (KTN), which are
built on the initiative of the Ministry of
Business, Innovation and Skills (BIS).
When work on the Innovation Plat-
form has led to a concrete problem that
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can be tendered, it is up to TSB’s Man-
aging Directors Board to decide on the
budget and the steering committee for
the project. The steering committee
may consist of representatives from
the TSB, ministries, companies and
knowledge institutions.

It is obviously very important that a
tender from one of TSB’s innovation
platforms is reaches all relevant parties
to form the necessary innovation alli-
ances. It is a task in which the KTNs
play a crucial role.

There are several examples that KTNs
have been very active in disseminat-
ing information on procurement from
TSB to members and played a leading
role in shaping innovation alliances
that have applied for the projects.

The last stage in TSB’s overall innova-
tion process is the implementation. It
is of great importance that the public
institutions responsible for the ad-
dressed issues on the Innovation Plat-
form are following the process all the

way through.

Representatives of public institutions
can participate in working groups on
the platform and in specific steering
committees for specific innovation
projects. The intention is obviously
that the representatives for the “users”
are welcome to influence the imple-
mentation process with their knowl-
edge, attitudes and needs.

DISCUSSION

It has been a starting point for the study
that there are a number of barriers to
overcome before intelligent public de-
mand can be introduced. The study has
focused on how different institutions
are trying to overcome the barriers.

It has been a part of the study to test
whether the expected barriers were a
hindrance to intelligent public demand
and whether there were additional bar-
riers. The anticipation was that there
could be challenges in all stages of the
process for intelligent public demand
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Figure 1. Technology Strategy Board — Innovation Program
Source: Intelligent Public Demand and Innovative Public Tenders, FORA (2010).
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and that tradition and culture in public
and private organizations also could be
a barrier.
Five barriers have been identified:
o Tradition and culture in public and
private organizations
o Identification and prioritization of
societal challenges
» Managing the process from challenge
to concrete, specific issues/problems
« Identification of innovation teams
o Implementation of new solutions
All public bodies have a specific mis-
sion and one or more specific tasks
to solve. Public organizations strive
to have the best knowledge and skills
for the job, and therefore it is not easy
to acknowledge that external persons
may have the capacity to develop new
and better ways to solve the problems.
Many public authorities have a con-
trol function towards the private sec-
tor, which leads to a natural distance
between the public authority and the
private sector. This can be a barrier if
the public authorities want to invite the
private sector as partners to explore
and develop new innovative solutions.
There may also be cultural barrier in
the private sector. It can be difficult
for private companies to understand
and work within the boundaries of the
public sector where the services offered
must fulfill standards that are normally
not required of private companies.
Innovation is by definition uncertain.
You can plan to solve a specific prob-
lem, but you may not know if there is a
solution to the problem or what the so-
lution will be. This kind of uncertainty
can easily be handled in the private sec-
tor where much development can take
place behind closed doors. This is not
the case in the public sector, which can
lead to public authorities being more
reluctant to engage in radical innova-
tion projects. It may also be difficult for
private companies to understand the
conditions that apply to public innova-
tion.
The study showed that one way to
change the culture of public organiza-
tions is by a top down approach where
the government outlines a strategy or
policy for introducing intelligent pub-
lic demand, and thereby forces minis-
tries and other public organizations to
go in the desired direction.
If a public organization decides to in-
troduce intelligent public demand the

first barrier is to identify issues where
it seems likely that intelligent public
demand may lead to new solutions. It
requires knowledge of both techno-
logical opportunities and new services,
which the public organization does not
necessarily hav,e and it is not easy to
obtain.

Furthermore there is often a priority
issue. How many resources are to be
spent on finding new solutions? And if
there are several important issues that
could be relevant to solve, which ones
are to be given priority?

The starting point for intelligent public
demand is a complex societal challenge
to which a solution is not obvious. The
public organization must gather teams
with the right skills to manage pro-
cesses that make it possible to get from
a complex overall societal challenge
down to specific problems for which it
is possible to find practical solutions.
The next barrier is to put together
the right innovation teams. In private
companies it is common to form inno-
vation alliances, because often it is sim-
ply not possible for a single company to
have all the skills needed in an innova-
tion process in house.

But also for private companies it may
be hard to find the right innovation
partners. It is therefore an important
element in innovation policy of today
to create an environment that pro-
motes networking and better opportu-
nities to create innovative alliances.
The final barrier to new solutions
based on intelligent public demand is
how they actually end up being im-
plemented. Innovation processes are
lengthy and expensive. Private com-
panies would not spend resources on
public innovation, if there were no
prospects of a sufficient demand for a
new solution.

Furthermore, the market may be too
small for a solution to be commercial-
ized, but there may also be uncertainty
about the size of the market because
there is rarely given any assurance in
advance that a new solution will be
implemented.

On the other hand the public organi-
zations cannot decide whether a new
solution can be implemented when it
does not know the solution. This might
be one of the most important barriers
to intelligent public demand.

The study has showed a number of cas-

es of how public organizations in EU
and US have overcome these barriers.
The most significant case is the Tech-
nology Strategy Board (TSB) in UK
who has designed a coherent model for
intelligent public demand to solve ma-
jor societal challenges. The TSB model
sees to overcome all the identified bar-
riers as presented under results in the
previous sections.

In summary, it is considered that the
need to find solutions to major societal
challenges and the desire to create a
more innovative society means that in-
telligent public demand and innovative
public procurement will play a big role
in future innovation policies.

It is further believed that countries es-
pecially in Europe can learn from the
experiences described in this study and
find inspiration to prioritize the use of
intelligent public demand and innova-
tive public procurement.
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