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Introduction
Focus on innovation and investment in innovation activities in
the humanitarian sector have both increased in recent years.
However, despite organizational adaptations to enable
innovation processes to take place, there are still untapped
potential and opportunities for better facilitating and
benefitting from humanitarian-private innovation partnerships.
One avenue to explore in this regard is innovative procurement.
Very few humanitarian actors currently use it actively, yet there is a
growing body of evidence for its potential. The use of innovative
procurement is relatively new to the sector, and there are several
issues that must be addressed and resolved for the approach to be
taken up widely by the sector.
These issues include:

• Mechanisms for evaluation and reporting to donors
• Use in the field and in markets with underqualified providers
• The link between innovative procurement and the various donor

“

Innovationfriendly
procurement
improves returns
from both
innovative
procurement and
ordinary

procurement
efforts.
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demands and anti-corruption mechanisms

• Short timeframes and rigid progress goals
• Lack of flexibility in the project implementation
Recognizing the challenging conditions for innovative procurement
in the sector along with a general lack of expertise on the topic and
highly complex innovation needs, Innovation Norway wants to help
simplify the procurement process by providing guidance adapted to
the specificities of the sector. Part of this ambition is about raising
awareness of innovation-friendly procurement as a helpful
approach for the sector.
Existing procedures for innovative procurement are time-consuming
and seen as challenging to use in the sector. This limits the use of
these procurement tools. Innovation-friendly procurement activities
are much more flexible and can to a large degree be tailored to the
project’s time frame and complexity. The activities suggested in this
manual can be of great benefit and increase the innovative
potential of a procurement both when using innovative procurement
procedures and when using ordinary procurement procedures.
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The specific tools included in this guide are designed to provide a
simple yet effective way to approach innovative procurement. The
guide is intended for project managers, procurement officers,
supply officers and other employees in the humanitarian sector.
The use of tools such as “needs assessments”, “market
dialogue” and “performance-based specifications” can
increase the value of procurement by reducing costs while also
ensuring that solutions are fit for purpose. Furthermore, they help
prepare the adopting organisation for more complex procurement
approaches.
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1.
Innovation-friendly procurement
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Introduction
Those responsible for procurement do not always have comprehensive
knowledge of the market or of the potential solutions to their needs.
The rapid pace of change can make it difficult to keep track of new
solutions, while existing solutions that were previously not relevant or
good enough may have changed or improved so that they are now a
viable choice.
There may also be solutions used in other sectors that could be
relevant to the organisation’s needs. Suppliers are the most capable of
assessing their solution’s potential to meet a clearly articulated need.
Innovation-friendly procurement is an approach that allows suppliers to
suggest viable solutions to the problem at hand. While procurement of
innovation means developing new and innovative solutions,
innovation-friendly procurement involves finding new
solutions that already exist in the market.

“

Innovation-friendly procurement is based on three main activities:
needs assessment, market dialogue and performance-based
specifications.

Innovationfriendly

In traditional procurement you create detailed specifications for the
solutions you believe will meet your needs and invite suppliers to
submit an offer. In innovation-friendly procurement the request for
proposals is based on end user needs rather than detailed product
specifications. The end users are therefore involved early in the
process in order to clearly define their needs. The outcome of this
needs assessment is used to form the request for proposals. Next, you
start a dialogue with the market to get a better understanding of how
they can contribute to solving the defined needs. Based on this you
describe the desired performance and function of the solution and
leave it to the suppliers to come up with proposals for solutions. When
you focus on the performance and function of the solution instead of
detailed specifications you benefit from the supplier’s creativity and
knowledge and increase the chance of finding new, innovative and
better ways of meeting your needs.

procurement
involves finding
new solutions that
already exist in
the market.

?
Did you find solutions
in the market?

Needs assessment
Assessing the needs
to be met by the
procurement
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Market dialogue
Having a dialogue
with the market
about potential
solutions

Performance-based
specifications
Describing the
specifications based
on performance and
functions

Yes
Innovation-friendly
procurement
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No
Procuring an
innovation
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The advantages of innovation-friendly
procurement
Innovation-friendly procurement can have many potential benefits, all
depending on the project and how you organise the process. Some of
these could be:

“

When you focus on
the performance of

Better solutions
• You find new solutions that meet your needs in a better and more
efficient way

• You eliminate the cost of unnecessary features
• You increase the focus on longer term sector requirements
• It shortens the time it takes to bring new and better solutions to the
sector

the solution you
benefit from the
supplier’s creativity
and knowledge
and increase the
chance of finding

new and better

Better market insight
• Your get a better overview of the market and potential solutions
• You increase your understanding of the limitations and benefits of

ways of meeting
your needs.

potential solutions

• You broaden the organisation’s market insight, insight that can also
be applied to other projects

Increased collaboration with the commercial sector
• The private sector gets an increased understanding of the needs of
the humanitarian sector

• The private sector may gain an increasing interest in helping to find
new solutions to humanitarian challenges

• Innovation-friendly procurement facilitates the transfer of ideas
across different sectors and industries

Are you ready to
harvest the
advantages of

Organisational effects

innovation-friendly

• Increased interest in innovation through proven value

procurement?

• Development of knowledge, skills and techniques that can be
applied in other projects
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General recommendations for
innovation-friendly procurement
Although innovation-friendly procurement is promising and has
many potential benefits, it is important to stress that in order to
succeed there are some factors that need to be in place. A short list
of some key elements is provided below.

Ensure buy-in from management
The focus on innovation-friendly procurement has to be supported
by the management. These processes will be more time and
resource consuming than traditional procurement, and there needs
to be acceptance in the organisation for trying new solutions with
some increased risk.

Ensure sufficient time and resources
Although an innovation-friendly procurement can be conducted in
various ways, it will as a general rule always demand more time
and resources than an ordinary procurement. Remember to start
any process by mapping out a timeline together with the expected
use of resources to ensure that it is viable and can be accepted by
all relevant parties. Remember that every time you include actors

Management
support, time,
resources and
competence are
vital for effective,
innovation-friendly
procurement.
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that are used to the traditional procurement process you should
allow for some additional time to ensure that these actors are firmly
on board with the process. In donor-financed projects with short
timeframes it can be wise to do some of the required activities as a
part of the application process, if possible.

Build competence
Working with innovation-friendly procurement can be very different
from working with ordinary procurement procedures. To ensure that
the process is efficient, it is necessary to build experience and
competence around how to run such processes, how to address
the actual procurement and on how to follow up the contracts.
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Conduct a needs assessment
It is important to spend time on a thorough needs assessment to
achieve the desired result. If you do not understand the needs, the
rest of the procurement process will not produce the desired
results. See chapter 2 for a detailed step-by-step guide.

Involve the market
The single most important lesson from successful innovationfriendly procurement is that a thorough understanding of potential
solutions is indispensable. Advice from professionals or others with
up-to-date knowledge of the market is vital. See chapter 3 for more
information and a step-by-step guide.

Don’t overspecify
Performance-based specifications rather than detailed
specifications of how the task is to be solved are one way of
allowing the market to suggest new and innovative solutions to the
problem. See chapter 4 for more information and a step-by-step
guide.

Remember - the contract is always the most important
document

To succeed with
innovation-friendly
procurement you
should always

The contract, and the way in which it is managed, ultimately
determines the value of the procurement. The terms of a contract
should never be an afterthought. In some innovation-friendly
procurement processes standard terms and conditions might not be
suitable, and k performance indicators, incentives and penalties,
termination and renewal clauses might be of greater importance.

Monitor and evaluate

consider these
activities.
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When the contract is awarded it is important to have an established
monitoring process that will ensure that the targets and the agreed
level of performance are achieved. This is particularly important
when using performance-based specifications.
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2.
Needs assessments
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Introduction
Before any procurement of a certain size organisations
should consider performing a needs assessment in order
to get a better understanding of the problem they want to
solve. A needs assessment is an investigation into the
needs you are planning to meet through your procurement.
Instead of simply replacing outdated equipment with the same solution,
you can identify unsolved problems or areas for improvement. The
needs assessment will also give you an overview of the risks and other
factors you need to consider in order to run an innovation-friendly
procurement. This is a necessary activity for a successful market
dialogue and for developing performance-based specifications.
It is important to remember that a procurement has to be driven by the
end user’s needs, otherwise it can be difficult to achieve acceptance
and widespread use of the procured, new solutions. Those who are
best positioned to identify the problems of, or the inefficiencies within,
a solution are the ones using it. While users will often provide input that
is of great value in finding good solutions, it is necessary to remember
that their suggested specifications and criteria for the solution are often
based on existing solutions. The goal of a needs assessment is to
achieve a broader approach to solving the needs that can open up for
new ways of thinking.

“

Procurement has to
be driven by the end

user’s needs,
otherwise it can be
difficult to achieve
acceptance and
widespread use of
the procured, new
solutions.
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Step by step guide
to needs assessments

“

When identifying the
new and future
needs a
procurement is

This guide provides a brief overview of the relevant actions
that make up parts of a needs assessment. The time spent on
each step should be adjusted in accordance with the size and the
importance of the procurement, but it may be useful to go through
these steps as a standard procedure in all procurement processes
of a certain size.
Needs that are not identified might lead to an inadequacy in the
specification used as basis for the competition. This might leave
you with needs that are not being met by the procurement, goals
that are not achieved or a need for an additional procurement.

intended to solve,
you should start as
early as possible,
and you should

involve a variety of
interested parties.

12

When identifying the new and future needs that the procurement is
intended to solve you should start as early as possible, and you
should involve a variety of interested parties. The goal is to think
outside the realm of known and previously purchased solutions.
For most projects in the humanitarian sector time will be a scarce
resource. It will therefore be necessary to put in place efficient
procedures while at the same time remembering that having
sufficient time in the needs assessment phase can be important in
order to ensure the greatest impact of the ultimate solution.
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Step 1:
Include relevant parties in the process

• Appoint a person to be responsible for this procurement.
• Identify relevant stakeholders:
• The end user faced with the problem. This could be the
problem owner themself, system users, partners, beneficiaries
or others.

• Those responsible for specifying and satisfying the need.
Remember that sometimes responsibility is shared.

• Other parties involved in solving the problem.
• Remember that sometimes the definition of needs is improved by
maintaining a sufficient distance from the current solution in order to
ensure maximum impartiality and an open mind about introducing
modifications or replacing the existing solutions altogether.

• Decide which stakeholders to include, and how to include them:
• Carry out a needs workshop, if possible. (See suggested
design later in the document.)

• Open up for an input session or direct dialogue with selected
stakeholders.

13
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Step 2:
Define the need and other relevant
factors for designing the procurement

Define the need
Define your need in a thorough way. Instead of describing the need by
defining how the task should be solved, try to describe:

• What kind of changes does the organisation want to achieve
through the procurement?

• Which results and effects does the organisation wish to achieve
through the procurement?

• For whom or what should these changes have an effect?
• What are the criteria for success? How do you know if the
objective, effects and results have been achieved?

• How important is it to find a solution, what are the consequences of
there being no solution in the short and long term?

Describe important characteristics
• Rather than describing the specific details of the solution, describe
the characteristics of the solution. The characteristics should be
derived from a thorough understanding of the actual needs, and the
context where the solution is to be used.

Address the risk
There are risks connected to using both existing and new solutions.
The degree of risk and the potential consequences should be
assessed.
A risk analysis of existing solutions should be performed with regard to:

• Implementation, or expectation, of new demands and guidelines
• Compatibility with new technologies, products or services
• The users’ experience of quality or outdatedness of the solution

A risk analysis of new solutions should be performed
with regard to:
• Challenges connected to implementation and compatibility with
existing solutions

• Insufficient testing of the solutions, both regarding the quality of the

“

Define your needs
in a thorough way
and not by how the
task should be
solved

solution and its actual potential to solve the specified needs

• Unidentified challenges solved by the old solution
14
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Define the preconditions
• What criteria are there for the procurement? What is the timeframe
and cost limit?

• What are the prerequisites for the procurement?
•
•
•
•

Are there standards that need to be met?
Are there defined deliveries that need to be satisfied?
What is the scope for deviating from these prerequisites?
Is there a strategic framework for the procurement?

• Is your organisation set up to deal with the required solution?

Explore other opportunities
• Are there opportunities for combining a solution to this problem with
another project?

• Can the need be satisfied within the organisation itself?
• Can the need also play a role in relation to sustainability, the
promotion of local entrepreneurship or other policy themes adopted
by your organisation?

Step 3 Prioritize the need

When you involve interested parties in the process you will discover
various wishes and needs. Not all of them should be, or can be,
covered by the procurement.

• Decide which needs should be met by a procurement.
• Consider whether the totality of the need should to be met through
a procurement or whether you can solve parts of it internally or
perhaps divide the delivery into different parts.

Step 4 Write a description of the need

Create a written description of the need and other key characteristics
that can be used as a starting point for a market dialogue and
performance-based specifications.

15
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A needs workshop

A needs workshop with a larger group of stakeholders can enable
relevant and fruitful discussions around the identified needs. By
involving people with different opinions, backgrounds and interests
in a discussion you may obtain a more comprehensive overview of
the challenge at hand. Remember that discussions with
stakeholders can also generate support for buying a new solution.
The questions that should be discussed are those highlighted

“

A needs workshop
with a larger group
of stakeholders can
enable relevant and
fruitful discussions on
the needs to be
met.
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in the step-by-step process in this chapter, most importantly
the questions in step 2
Here are some tips for how to make your workshop a success:

• It is important to encourage the right mindset amongst the
attendees. Identifying needs is actually a creative process. The goal
is to find a problem definition wide enough in scope to allow for new
thoughts but also targeted and detailed enough to be able to select
workable solutions. You should seek the balance between a close-up
and wide-angle approach:

• Toggle between wide-angle and close-up: To avoid limiting the
potential for new solutions, try to increase the understanding of the
root causes of your need as well as identifying the key characteristics
of the challenge. This can be done by using a wide-angle tool like the
5-why tool to try to answer the question “why?” for each element.
(Why is this an important need? Why is this a desired outcome? Why

Innovation-friendly procurement tools
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would this work as a critical success factor?) and then formulate your
need more specifically (Who experiences the need? How would they
experience the impact of the solution?). Toggling between these
perspectives can give great value.

• Guidance: When guiding a meeting it is important to consider all the
different points of view and focus on the fact that there is no right
answer, just different perspectives on the same topic.

17
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3.
Market dialogue
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Introduction
A thorough knowledge of the market and the relevant solutions
available is of great value when you are organising a procurement
process. To gain the best possible overview of how the needs
defined in the need -assessment can be addressed, it is
recommended to conduct an open market dialogue.
A well conducted market dialogue will provide an insight into
the types of solutions that exist in the market. There may be
solutions available that you haven’t heard of or solutions that can
easily be adapted to meet your needs.
Before the announcement of the request for proposals there is
plenty of time for dialogue, but once you have made the
announcement the dialogue will be controlled by the provisions of
the laws on procurement. They regulate what you can discuss with
potential bidders and how the dialogue should be conducted.

Allowed dialogue in different stages of a procurement process
Before announcing the
competition

All communication is allowed,
as long as it in compliance
with the principles of equal
treatment, transparency and
non-discrimination.

19

After the announcement,
before the tender
deadline

All suppliers need to have the
same access to the
information, and you cannot
make substantial changes to
tender documents based on
information from the
suppliers.

After the tender deadline

Only communication related
to clarification of the content
of the bids and, if relevant,
negotiations.

Innovation-friendly procurement tools

After contract signing

All communication is allowed
as long as it doesn’t lead to
substantial changes in the
contract.
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Why market dialogue is valuable
Depending on how you organise the market dialogue, there is a broad
range of topics that can be addressed and give you valuable
information before you write your tender documentation. They include:

Potential solutions
• The project’s feasibility, whether the market is able to deliver
solutions that meet the expected minimum performance
requirements within the foreseen time schedule and budgetary
limits.

• An overview of existing solutions in the market and their risks,
strengths and weaknesses.

• Market trends and solutions that are being developed.
• The cost-driving elements in the different solutions.
• The various environmental and societal challenges connected to
the different solutions.

The market dynamics
• The regulatory/standardisation environment.
• Competition in the market, how many suppliers there are, whether
they are small or large and the maturity of the different markets.

• Feedback on how to generate interest in the market to respond to
the upcoming call for tender and which players are more likely to
respond.

• You may influence the market by sharing your organisation’s
challenges, goals and needs. This may lead to increased interest in
developing and delivering adapted solutions .

A market
dialogue can

Input for the tender specification/content

give you valuable

• Which elements can limit competition.

information about

• How suppliers can document fulfilment of requests and

possible solutions,

requirements.

• How the competition should be implemented and the feasibility and
market acceptance of the envisaged contract set-up.

• Feedback on how to best evaluate submissions.
• Establish whether or not it would be appropriate to split the contract

market dynamics
and tender
specifications.

into different parts.
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Criteria for market dialogue
Open market consultations are regulated by the public procurement
directives. Compliance with TFEU principles (equal treatment,
transparency, non-discrimination, proportionality) is a must. In this
respect, special attention must be paid to ensure that the market
consultations do not lead to situations that favour the companies
involved in the open market consultation. To avoid the risk of
distorting competition and to encourage good feedback from the
market, keep in mind that:

• The procurer needs to proactively communicate its needs,
requirements and planned procurement set-up to all participants in the
open market consultation;

• The participation of potential bidders in the open market consultation
must not affect competition in any future tender procedure. Any
information that potential bidders receive during the open market
consultation must be shared with other potentially interested bidders.
This can be done by publishing a questions and answers (‘Q&A’)
document after the open market consultation. This document should
be referred to in the tender documentation;

• Legal assurances must be in place that all participants’ intellectual

Key criteria for

property rights (IPRs) and trade secrets will be protected or that they
will be entitled to due compensation in the event of a breach of

market dialogue

confidentiality obligations by the procurer;

that cannot be
omitted
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• It is mandatory to inform potential bidders that the competitive phase
of the procurement procedure is conducted separately, after the open
market consultation, and that all potential bidders are treated equally.
This statement should be included in any invitation to open
discussions.
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Step by step guide to
Market-Dialogue

Step 1- Preparations

A successful market dialogue requires efficient planning, effective
resource allocation and clear communication of your needs to the
market. You need to:

• Prepare the documents aimed at informing the market of your
intentions and needs, the outcome or result you want to achieve
and the critical success factors for the procurement.

• Consider creating a questionnaire for the participating suppliers.
• Identify interesting market segments and effectively promote the
open market consultation to them well in advance. These segments
include:

“

A successful

market dialogue
requires efficient

• Suppliers that traditionally answer procurers’ needs

planning, effective

• Suppliers from other sectors where similar needs have been

resource allocation

solved should be invited to the dialogue to capture innovative
ideas from other sectors

• Consider publishing a Prior Information Notice (PIN)
• Consider involving experts who can lead the discussions and
subsequently interpret the results of the market consultation.

• Select the dialogue method and the communication platform

and clear
communication of
your needs to the
market.

that best suits your objectives, timetable and resources and can
accommodate different relevant suppliers.

22
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Step 2 - Conducting the dialogue
sessions

Before the dialogue phase begins
• Make sure that the suppliers understand your needs and the outcome
or results you want to achieve and the critical success factors for the
procurement.

• Remember to treat the suppliers equally by giving them approximately
the same amount of time in meetings and ensuring that everyone
receives the same information.

The timetable
Although you would like to be as efficient as possible, remember
that you must give suppliers enough time to analyse your needs
and requirements so they can provide considered responses.

Dialogue activities
A market dialogue can take on various forms. Here is an overview
of some dialogue activities that can be considered

• Dialogue conferences, both physical and virtual
• One-to-one meetings with relevant suppliers
• Innovation workshops with suppliers, users, researchers etc.
• Actively seeking advice from suppliers, advisors, independent
experts, researchers or other actors in the market

• Market surveys
• Ask suppliers to submit information

23
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Step 3 - The post-dialogue phase

• Document findings and input from dialogue activities and innovation
workshops and write a summary of every meeting you hold or
advice you receive. Make sure that business secrets are not
revealed.

• Conduct an individual assessment of the information you have
received. Ensure that you check the quality of the inputs relevant
for the specification of the tender documents.

• Compare input from the market against the aim of the procurement
• Any information that potential bidders receive during the open
market consultation must be shared with other interested bidders.
The tender documents must be supplemented with the summaries
from meetings, reports and information given to potential suppliers
in the process. Be clear about potential changes to the information
given out before and during the market dialogue.

• Remember to set a deadline that makes it possible for all potential
suppliers to familiarise themselves with the documentation from the
market dialogue.

• Make sure that the specifications are not tailored to one supplier
through the use of performance-based specifications. This ensures
competition and increases the possibility of obtaining the best
solutions.

24
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4.
Performance-based specifications
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Introduction
A competition with performance-based, or open,
specifications is a standard procurement where the
humanitarian organisation articulates its needs in terms of
functions, performance level or performance target rather
than make specific demands as to how those targets
should be reached.
Instead of describing the need in terms of inputs, it is described in
terms of outputs. Performance-based specifications (PBSs) are often
described in contrast to technical specifications. Technical
specifications are formulated based on the detailed characteristics of
the goods or services being purchased and describe exactly how a
contractor must perform a service or deliver a product.
Performance-based specifications facilitate a process where
both the contracting authority (the humanitarian organisation)
and the supplier get to use their specific competence. The
contracting authority can use its expertise to define the need that
should be met, and the supplier can use its expertise to decide which
solutions can best meet the buyer’s stated needs.

solutions can be offered instead of limiting the suppliers to the
humanitarian organisation’s assumed best solution. In practice
it is common to find PBSs alongside technical specifications in a
tender, and they are certainly not mutually exclusive.

“

Performance-based specifications are best suited for:

specifications

This form of specification promotes a process where the best

• A strategically important procurement connected to the core
business as a means of opening up for new ways of solving key
challenges.

• Where there is little competition in the market to achieve
greater competition by attracting more suppliers with different views
on how to solve the challenge.

• In areas that evolve quickly and it is desirable to fully use the
markets expertise and experience.

• Where the baseline is well known, and the organisation sees

Performancebased
facilitate a process
where both the
contracting
authority and the

supplier get to use
their specific
competence.

that there is potential for change/innovation.

26
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Four types of requirements
Requirements can be divided into four general categories

• Performance-based specifications describe a desired performance
level or performance target to be achieved

• Functional specifications describe how the solution should operate
• Standard specifications are specifications based on standards
• Detailed specifications describe specific details of the product or
services to be procured
The type of requirement has an impact on:

• The possibility of offering innovative solutions
• Risk sharing where the risk of the actual performance and value
of the procurement is to some degree transferred to the supplier
when using open specifications.

• The level of competition between the tenders is greater with open
specifications due to openness to alternative solutions.

Open specifications

Range of
alternative
solutions

Performancebased
specifications

Functional
specifications

Standard
specifications

Detailed
specifications

Alternative
solutions

High

Medium - High

Medium - Low

Low

Risk

Low

Low

High - Low

High

Amount of
competition

High

High

High - Low

Low
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Case presentations
Performance-based Specifications
To provide a better understanding of the potential of Performance-Based Specifications, we
have included two cases. Although the cases are from other sectors, they are highly
informative and also relevant to work done in the humanitarian sector.

1.

Case 1 Improving energy efficiency in Finnish
municipal buildings

About the project:
• The Finnish city of Vantaa wanted to improve energy efficiency in 14 municipal
buildings across the city. The objective of the project was to achieve energy savings that would
support the city`s emission reduction targets and be delivered in the most efficient and economically
sound way possible. It was estimated that this investment would reduce energy consumption by 20–
30 per cent and generate annual savings of more than €200,000.

How PBSs were used in the procurement
• To promote innovative solutions from the bidders, the tender notice provided detailed
information about energy audits for three buildings included in the tender. The bidding companies
were asked to suggest energy-saving measures and appropriate energy-saving calculation models
for these buildings.

• Performance (i.e., energy savings) was to be measured on an annual basis, and any profits as a
result of savings that exceed the targets would be shared between the energy service provider and
the City of Vantaa.

• The comparison criteria were strongly focused on the energy-saving targets set for the
project. As a result, the suppliers had the freedom to choose energy-saving measures but had to
guarantee that the level of savings required by the City of Vantaa would be achieved.

Key lessons on PBS from the case study:
• When developing the performance targets there was a strong focus on specifying the right award
criteria. Since these cannot be changed during the tendering process, this is a very important task.

• It is important to maintain an open dialogue with the tenderers to foster an atmosphere of trust and
openness. This will reduce the level of misunderstanding and lead to a better output.

28

Savings

Weighting

Euros saved per MWh per annum

20%

Savings per annum (MWh)

20%

Savings per annum (tons of CO2e)

30%

Remaining savings in 2023 (MWh)

30%
Innovation-friendly procurement tools
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2.

Case 2 –
ProRail – Dutch circular economy
procurement pilot

About the project:
• ProRail, a Dutch organisation responsible for maintenance and extensions of the national railway
network infrastructure, put out a PBS tender for furniture and carpet tiles as part of a circular economy
pilot project.

How PBSs were used in the procurement process
Market consultation: As part of the open market consultation, ProRail invited companies to
demonstrate what they could do in terms of the circular procurement of furniture. This was a
showcase of what the companies offered, and there was no opportunity for detailed
discussions. This was a good first step to understand the level of innovation in the market
place and to support the further development of the PBS.
Dialogue rounds: After the market consultation there were 3 dialogue rounds over a period
of four months. These were focused on drafting the specifications, and they provided
important insights into how the specifications were perceived by the private sector and what
would be realistic to achieve. With every dialogue round, the specifications got more SMART
(Specific, Measurable, Attainable, Realistic and Tangible).
Award criteria: The award criteria were based both on circularity and costs aspects. The
circularity aspect of the award criteria was divided into the sub-aspects of “sustainability” and
“user value.” The tenderer was requested to provide a plan of action covering the circularity
aspects.
The award criteria focused on the following requirements and outlined a qualitative
description upon which the bidders were assessed:

• Flexibility in usage period (shorter or longer)

1. Circularity – sustainability:

• Unique product properties

• Possibilities for reuse of product
• Possibilities for extending the life of the
product

• Possibilities for reuse (recycling) of materials
and components

• CO2 footprint
• Closing the loop: how do you do this in
practice and retain control

2. Circularity – user value:
• Assurance of the required level of quality
• Flexibility in user preferences (e.g.

transferring ownership)

3. Cost aspects
• Total cost of ownership. (Tenders were then

• Raw materials footprint

• Product warranty

• Transfer at end of usage period (cost of

assessed according to the total cost of
ownership for the envisaged period of use,
including all costs relating to the use the
product throughout the period, with the
proviso that the required level of quality is
maintained. This allowed the procurers to
understand the differences between circular
and traditional procurement in terms of
resource efficiency and costs.)

other colours, refurbish)
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Benefits of using open specifications
• It is more likely that the organisation will achieve the targets and
results they have set for the procurement.

• It opens up for new and more efficient ways to meet a need.
• If the need is well described, more of the responsibility for
making sure the need is met, and risk of not meeting the need, is
transferred to the contractor.

• Bigger potential to get the latest and the most effective and
efficient technology.

• As the supplier can choose the approach and methodology, it
creates an opportunity for more effective implementation.

• It protects the humanitarian organisation against additional
procurement (as long as the organisation has described its real
verified need) because the supplier has committed to delivering a
given result at a certain price.

• When the specifications are open, payment can be based on
actual achievement of the goals.

• The supplier will get a powerful incentive to deliver an optimised
result. The supplier can offer their best solutions by choosing their
own method for meeting the need and reaching the goal.
It is important to underline that even though the advantages are great,
this is a new way of thinking for many. It will demand time, resources
and an ability to adapt and change, especially in the initial stages. In
addition, monitoring and verifying performance delivery once a tender
has been accepted can require long-term commitment and
management. This has to be considered when starting a procurement
process where PBS is seen as relevant.
For inspiration on how a procurement can be done using both PBS and
detailed specifications, please see the specification of requirements
document used by The Norwegian Agency for Development
Cooperation in the EduApp4Syria project.
Another example is found on the Humanitarian Innovation Platform in
the Dignified Identities in Cash Programming (DIGID) project.
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Even though the
advantages are
great, this is a new
way of thinking
that demands time,
resources and an
ability to adapt
and change.
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Necessary elements in a performancebased specification
• Purpose includes a description of the desired effect and the needs
that are supposed to be met through the procurement.

• Results describes how the procurement will contribute to achieving
the stated goals and meeting the needs.

• Performance describes the need in terms of set targets for the
various deliveries.

• Functions describes the characteristics of the performance by
limiting the way in which the function should be offered.

• Indicators for documenting whether the needs are being met
through the deliveries in the procurement. Indicators should be
directly related to the purpose and results.

• Interface states the flexibility and the limits of the performance or
function offered. The level of detail used in the specifications has
great impact on the flexibility of the provider to propose different
solutions. This can be related to criteria for quality, design,
functionality, materials, processes or laws and regulation connected to
the solution.

Award criteria
• The award criteria should be derived from the function and
performance specifications and clearly related to the purpose and
results/effects you wish to achieve. The weighting of the different
award criteria should also reflect the importance of the results/effects.

• When you use function and performance specifications the award
criteria will be “the offer which best balances costs and quality”.

• The suppliers may be offering very different solutions and not be
immediately easy to compare. To compare bids and rate them
according to the award criteria, it is important that the suppliers have
been guided on how to design their bids so that they are sufficiently
comparable in the areas where they will be evaluated.
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How to measure results
When developing performance-based specifications you need to plan
for how to measure the performance and the fulfilment of the set goals
of the contract. You need to decide which indicators you want to use to
measure and rate how the expectations for quality, scope and
availability have been met.
Finding good indicators is an important and sometimes difficult task.
Remember that the market dialogue can provide valuable information
about how to construct good indicators.
Examples of various forms of quality testing are:

• User surveys
• Random tests
• Inspections
• Reports
• Analysis of accounting data
• Statistics
• Close cooperation with suppliers
The methods you have decided to use should be stated in the tender
specifications. In addition, you can ask the suppliers to suggest
additional methods for verifying results.

Guiding the suppliers
The tender specification should clearly state the overarching
purpose and the success criteria for the procurement. The
award criteria should derive from and be firmly related to the
purpose and the success criteria.

“

Finding good

In the guide it is important to describe how the specifications and
award criteria should be answered and documented. If you do not
guide the supplier on how the specifications should be addressed in
the tender, it might be difficult to evaluate whether the performance the

indicators is an
important and
sometimes difficult
task

supplier suggests is adequate.
The process can be simplified by adding a list of specifications and
how you want them answered to the tender specifications.
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Steps

1.

Identify potential purchases where PBS can be relevant.

2.
3.

The final decision of the relevance and level of PBS in each
purchase will not be decided until later in the process.
Create a project team with relevant key stakeholders.
Make sure that all relevant internal stakeholders have a common
understanding of the performance-based specifications
approach. This will both help you identify the real opportunities and

4.
5.
6.

7.

8.
9.

increase motivation and engagement in the process.
Conduct a needs assessment as described earlier in this
manual.
Develop a performance specification where you describe the
desired outcomes and the timeline of the work to be performed.
Run a market dialogue session as described earlier in this
manual. Include the performance specifications in the
documentation you prepare for the dialogue.
Determine how to measure and manage performance. This
should be based on required outputs/outcomes, quality and
timeliness. Remember to balance your measurements so they are
feasible for both you and the suppliers and so that they do not drive
up costs unnecessary.
Develop the award criteria.
Define the contract performance clauses. The contract
performance clauses are not award criteria but special conditions
relating to the management and/or performance of a contract. A
contract performance clause can include the contracting authority
and contractor agreeing targets, known as Key Performance
Indicators (KPIs).
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10. Create the tender documentation based on the results of the
activities above. You can publish your tender as a regular
procurement or consider a phased approach where you can seek
expressions of interest, run a pre-qualifying stage or have a
process with negotiations. Remember to always focus on
transparency to secure fair and open competition
11. Evaluate bids from suppliers. Since the bidders might present
different approaches in their bids, special care must be taken to
ensure fair and objective evaluations. When evaluating the bids you
should conduct a due diligence analysis to gain a clear
understanding of the feasibility of the new solutions presented. The
complexity of this work will be highly dependent on the needs to be
solved and the characteristics of the solutions offered.
12. Select the right supplier. Since the PBS is a regular
procurement instrument, you can use both the ‘best value’ or
‘lowest risk’ option. You can also have a process with negotiations.
13. Award the contract. Since every bidder will present a different
solution for the tender, it is important to establish the criteria and
weighting that will help make the final decision fair and the process
transparent.
14. Post-award activities. The management of contract performance
is guided by the defined terms and conditions in the contract. It is of
great importance in a PBS contract to ensure regularly documented
reviews of deliveries, as well as clear processe for exception
handling, as early as possible. This will ensure that exceptions are
handled efficiently.
15. Monitoring and evaluation. It is important to set up a workable
monitoring and evaluation process to ensure that the agreed
performance levels and targets are met. It is vital to have clear
disciplinary measures in place to ensure that the bidders do not
overstate their ability in their bids just to win the tender and then
underperform.
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These tools were written and designed by Tinkr on behalf of Innovation
Norway. The tools were created in collaboration with the National
Programme for Supplier Development
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