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INNOVATION PROCUREMENT MODELS GUIDE
1.

INTRODUCTION
The BPS Primer on Innovation Procurement (Interim) describes six innovation procurement
models and provides advice on when and how to use each of these models. The six innovation
procurement models described in the Primer are:
Model #1: R&D Procurement is a process of purchasing research and development (R&D)
of products, up to the prototyping or first test production/deployment phases. It does not
include the purchase of the resulting end-solutions beyond prototyping.
Model #2: Innovation Partnership is a process of entering into a partnership with selected
supplier(s) to research/develop, and then purchase, an innovative solution to meet an
identified need.
Model #3: Design Contest is a process in which participants submit a design proposal
and/or product prototypes to compete for an award. It usually results in a contract with
the winner of the design contest for prototyping of the winning design and/or the purchase
of that product or service.
Model #4: Competitive Dialogue is a process that allows the BPS organization to
thoroughly discuss each aspect of the procurement with suppliers prior to both specifying
the requirements and an invitation to submit full and final proposals to meet the identified
need(s).
Model #5: Competitive Procedure with Negotiation is a process that may be used to meet
complex needs in cases in which innovative solutions already exist in the market and there
is some flexibility in requirements that allow for negotiations between the buyer and seller
to meet the identified need(s).
Model #6: Innovation-Friendly Competitive Process refers broadly to outcome-based
models/processes that are carried out in such a way that allows innovative solutions to be
considered or are not excluded or treated unfairly by overly rigid product specifications.
Accepting alternative proposals is one way of making a competitive process innovation friendly.
This guide is intended to supplement the Primer, and discusses additional considerations, risks,
and risk mitigation measures in selecting and executing an innovation procurement.
This guide continues the guidance contained in the Early Market Engagement Strategies Guide,
by providing guidance about the competitive procurement process that occurs after the market
has been sufficiently engaged.
In addition to the Primer, this guide is to be read in conjunction with the following guides (which
speak to critical elements of the competitive process):
Outcome-Based Specifications Guide
Value-Based Evaluation Criteria Guide
Total Cost of Ownership Guide
Context-dependent guidance is also included in the RFSQ Template, the RFS Template, the R&D
Services Agreement Template and the Innovation Agreement Template.
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2.

TOOLKIT TEMPLATES

This guide uses the term “RFP/RFS” to refer to a competitive process using either a request for
proposals or request for solutions.
•

The HSCN Innovation Procurement Toolkit includes a Request for Solutions (RFS)
Template – not to be confused with a “Request for Services”. The RFS Template can
support any of the innovation procurement models. The template incorporates colourcoded guidance for each of the procurement models discussed in the Primer (shaded in
the colour corresponding to the Navigation Guide, with gray guidance applicable to any
model).

•

Although each of the procurement models can be described as having clear parameters,
in practice, an innovation procurement could adopt elements from several of the models.
For example, an innovation partnership could involve elements of competitive dialogue,
negotiation or even a design contest. For this reason, the RFS Template consolidates these
elements, to give users greater flexibility to build a process that suits their circumstances.

This guide also uses the term “RFSQ/RFPQ” to refer to a competitive process using either a request
for supplier qualification or request for supplier pre-qualification.
•

The HSCN Innovation Procurement Toolkit includes a Request for Pre-Qualification (RFPQ)
Template. The RFPQ Template can be used to qualify proponents to participate in any of
the innovation procurement models – and in particular, can be used to facilitate the
“Competitive Dialogue” model.

3.

KEY CONSIDERATIONS

3.1

CONDUCTING SUFFICIENT BACKGROUND RESEARCH

A purchaser cannot simply begin an innovation procurement process without first gathering and
considering background and other information. This is important because:
•

Innovation procurement inherently involves initiating a procurement process for a
problem – but where the solution may be difficult to describe, where there may be a
variety of approaches across possible solutions, and/or where subsequent stages of
development, design, testing, and proof of concept build are to be determined.

•

Initiating an innovation procurement process without sufficient background research
presents the risk that the procurement process may not fit what is being procured.

•

The innovation procurement may be pre-mature – occurring before the purchaser has
sufficiently solidified its needs and requirements; or before it has had some dialogue with
the market around possible solutions.
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As such, a general understanding of the context, issues, needs and basic parameters is needed in
order to have a coherent competitive process. Purchasers should consider a wide range of
methods of gathering information and early market engagement.
See the Early Market Engagement Strategies Guide.
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Remember: Procurement law does not prohibit conversations with potential proponents as part
of background research. These efforts allow for important early-stage input into the
solution and the procurement itself, and may help to formulate the specifications
and evaluation criteria for eventual proposals.

When engaging in background research, the purchaser must ensure that:
•

the purchaser does not provide any potential proponents with a “head start” on any
subsequent procurement – the purchaser should be judicious in the information that it
shares; and

•

the purchaser does not bias its specifications or evaluation criteria in favour of a potential
proponent.

3.2

DEFINING THE NEED

In any procurement for solutions, it is important to define the problem statement and expected
deliverables in sufficient detail to elicit proposals from potential proponents. The RFP/RFS needs
to include this information so that potential proponents can respond with appropriate and
accurate proposals. In an innovation procurement process, it may be difficult for the purchaser to
frame its requirements to a level of detail that allows for some measure of certainty on all sides.
This presents some risk to both the purchaser and the proponents. The purchaser may provide
insufficient detail to allow for appropriate proposals, or may generate proposals that are difficult
to evaluate.
To mitigate some of these risks, the RFP/RFS should:
•

describe the problem statement – see the Early Market Engagement Strategies Guide for
how to frame the problem statement;

•

be clear on any constraints – this ensures that proposals will not propose unworkable
solutions;

•

include outcome-based specifications – see the Outcome-Based Specifications Guide;

•

use value-based evaluation criteria – see the Value-Based Evaluation Criteria Guide;

•

disclose timing requirements;

•

disclose the stages of solution development and delivery (if applicable);

•

describe or list the required deliverables; and

•

describe the approach to intellectual property rights.

In addition, consider the following:
•

avoid jargon in the description of the need and any constraints on the solution, and define
terms that may be ambiguous; and
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•

3.3

consider whether to disclose the maximum budget for the project – this allows proponents
to scale their proposals to that budget, rather than waste everyone’s time proposing a
more extensive and expensive solution.
OPENNESS TO SOLUTIONS

To ensure fairness, the purchaser should remain open to different ideas and solutions throughout
the process and not develop a bias towards one proponent’s methodologies or approaches. This
requires the purchaser to use specifications and evaluation criteria that can accommodate a
variety of approaches to meet the purchaser’s need and solve the problem underlying the
innovation procurement.
For more information about ensuring that an innovation procurement process is open to solutions,
see the Outcome-Based Specifications Guide and Value-Based Evaluation Criteria Guide.
3.4

TREATMENT OF INTELLECTUAL PROPERTY

It is important to distinguish between (i) existing intellectual property, (ii) customizations to
existing intellectual property, and (iii) entirely new intellectual property.
•

Any innovation procurement process will likely involve proponents proposing solutions
that involve some amount of existing intellectual property. Therefore, purchasers should
require proponents to describe what existing intellectual property will be used and how
the proponent has the right to use it and permit the purchaser to use it.

•

If the innovation procurement process requires the successful proponent(s) to engage in
research and development of a solution, this will result in a customized version of existing
intellectual property or entirely new intellectual property. Therefore, the purchaser
should clearly set out, in both the RFP/RFS and the form of agreement:

•

whether it will own that intellectual property; and

•

how the parties will be able to use that intellectual property during and after the term of
the contract (which is particularly important if the purchaser wishes to have other
suppliers produce the solution if the contract is terminated).

This is essential to:
•

assist the proponents to submit accurately priced proposals; and

•

allow for a proper comparison of proposals.

To be clear, research and development could occur in any of the procurement models (not just
the “Research and Development” procurement model).
3.5

RISK-AND-REWARD SHARING

The contract between the purchaser and the successful supplier will inherently involve an
allocation of risk between the parties. Generally, risks should be allocated to the party that can
best manage and mitigate that risk.
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However, in the context of innovation procurement, moving away from an allocation that puts
more risk on the supplier can be an effective incentive to supplier participation in innovation
procurement. In some cases, having the purchaser assume greater risk can result in cost savings
to the purchaser (e.g., lower risk premiums built into supplier pricing). It can also facilitate greater
participation by smaller suppliers that would otherwise be unwilling to shoulder high levels of
risk exposure.
In addition to risk-sharing, an innovation procurement can contemplate reward-sharing. Rewardsharing can incentivize supplier’s to exceed baseline requirements or expectations, bringing
greater value to the purchaser and its stakeholders. This is particularly for small and medium size
enterprises.
Risk-and-reward sharing could take a variety of forms, including:
•

reducing supplier compensation if the solution falls short of certain performance targets;

•

increasing supplier compensation if the solution surpasses certain performance targets;

•

paying to the supplier a portion of the cost-savings generated by the solution (if the costsavings exceeded a particular target);

•

allocating to the supplier the ownership of any new intellectual property developed by
the supplier (as discussed at 3.4 (Treatment of Intellectual Property) – as this gives the
supplier the opportunity to commercialize the solution on its own; or

•

committing to purchase the solution over a longer term or over a larger pool of purchasers,
to assist the supplier to recoup investment in developing the solution.

3.6

DECISIONS ABOUT STAGING OF THE PROCESS

A purchaser needs to make upfront decisions on the complexity of the procurement process prior
to issuing any competitive documents (whether RFSQ/RFPQ or RFP/RFS). Although the purchaser
can adjust the competitive process by issuing addenda setting out discrete changes, it may be
challenging (from a fairness perspective) to make significant adjustments to the staging of the
process while it is occurring. To be clear, this is not to say that significant adjustments cannot be
made; rather, it is meant to emphasize the need for thorough planning.
Decisions about the staging of the process include:
•

whether to conduct an initial briefing with prospective proponents;

•

whether to conduct commercially confidential meetings with proponents prior to the
submission of their proposals;

•

whether to permit oral presentations or site visits;

•

whether to require the development of prototypes, wireframes or mock-ups as part of the
proponent’s proposal;

•

whether to deploy a multi-stage process, in which proponents submit an initial proposal,
which the purchasers evaluate, and then use the learnings to refine their requirements –

-7-

resulting in an opportunity for some or all proponents to submit revised proposals (see the
discussion at 3.9 (Competitive Dialogue Considerations);
•

whether to use an RFSQ/RFPQ to qualify suppliers to participate in an RFP/RFS (for an
important consideration in making this decision, see the discussion around RFSQ/RFPQ the
“gate-keeping” function, at 3.9 (Competitive Dialogue Considerations);

•

whether, as part of a multi-stage process, to have concurrent negotiations with proponents
concerning the form of agreement and related matters, or to just negotiate the agreement
with the preferred proponent; and

•

whether or not the solution or deliverables are procured through phased contract or
multiple contracts – for example,

•

the process could result in a contract in which multiple suppliers are paid to complete a
particular set of activities (e.g., research and development), with the purchaser owning the
intellectual property rights in what is developed; and

•

the purchaser could then evaluate what is developed according to pre-determined
criteria, with a view to proceed with research and development and/or purchase of the
developed solution.

These decisions are informed by both the nature of the need and the availability of purchaser time
and resources.
After making these decisions, ensure that the necessary description of the staging of the process
(and related information) is reflected in the procurement documents.
3.7

FRAMING PRICING AND PAYMENT

Pricing may be a significant unknown when it comes to innovation procurement. This may lead
to over-budget proposals or to vastly divergent approaches to fees and payment across proposals.
There is nothing preventing a purchaser from disclosing information about its budget for a
particular procurement in the RFP/RFS. If a purchaser has established a budget, it may be useful
to both proponents and the purchaser for proponents to not bid unless they can provide the
solution within that budget.
If the procurement process will involve the research and development of a solution, this may also
present pricing challenges. The research and development of innovative solutions progresses in
stages. In light of this, the purchaser will need to determine a general approach to pricing those
future stages (e.g., hourly rates, flat rates, capped amounts, etc.), as well as how fees are to be
paid. For example:
•

Will the payment of fees for the solutions be tied to particular milestones?

•

Will proponents be required to commit to a particular timeline and set of milestones, with
a particular percentage of fees payable at the various milestones?

•

Will proponents be allowed to propose an approach toward the payment of fees?
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Remember:

You must ensure a fair and consistent pricing evaluation methodology for all
proponents. Unless specific parameters around pricing are prescribed (which may
impede innovative solutions), a purchaser will need to ensure that its evaluation
methodology is flexible enough to accommodate different approaches. To
mitigate these concerns, a purchaser may wish to defer setting pricing parameters
or evaluating pricing until a later stage of the competitive process.
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3.8

FRAMING THE FORM OF AGREEMENT

It is important to choose an appropriate form of agreement to document the arrangement. Some
innovation procurement processes may lead directly to the purchase of a solution (using a
traditional purchase contract); others may involve research and development activities leading
up to a possible purchase of a solution (once it is developed, tested, etc.). The following table
illustrates the different types of contract templates that are suitable, depending on the
purchaser’s intended or expected outcome.

Intended or Expected Outcome

Contract Template

Research and development of solution

Research and Development Services
Agreement

(no production/deployment of
solution)
Research, development, and
production/deployment of solution

Innovation Services Agreement

Off-the-shelf solution

CTC Agreement1

Do not know

Innovation Services Agreement
or CTC Agreement

(open to off-the-shelf or innovation)

Unless the contract is for a relatively basic off-the-shelf solution, purchasers should ensure that
the contract addresses the following:

1

•

a clear governance structure to monitor progress and escalate and resolve problematic
issues quickly;

•

milestones and a performance framework, including specific conditions required to
achieve each milestone and any consequence for achieving the milestone (e.g., payment)
or for not achieving the milestone (e.g., fee reduction);

•

a testing framework, including assessment criteria, how a deliverable is measured against
such criteria, and who will be test participants (which should include end-users);

•

responsibility to engage in appropriate ethical and legal reviews (e.g., in relation to
medical devices or studies involving patients); and

•

responsibility for risks arising out of the solution, including risk-and-reward sharing – see
3.5 (Risk-and-Reward Sharing).

This refers to HSCN’s Common Tendering and Contracting Templates – either the Goods Purchase
Agreement, Services Purchase Agreement or Capital/Equipment Purchase Agreement.
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If the contract is for research and development services, with the option for the purchaser to the
purchase the solution (once it is developed, tested, etc.), this poses additional challenges. It may
be difficult to frame the purchase terms at an early stage (e.g., for inclusion in the form of
agreement included in the RFP/RFS). Therefore, there is a risk that the contract will not set
sufficient parameters around the production/deployment phase, so that when the research and
development is complete, the parties dispute the terms of the future purchase. Disputes could
arise as to pricing, timing, delivery and/or the provision of ancillary services (among other possible
disputes).
To mitigate some of these future purchase risks, the Innovation Procurement Toolkit includes an
Innovation Agreement Template. Under this template, the purchaser can engage the supplier in
research and development services, and then purchase the resulting solution. The purchase terms
for the resulting solution are set out in a schedule that would:
•

incorporate standard purchase terms from other HSCN contract templates; and

•

include a mechanism to determine the pricing for the purchase of the solution based on
various criteria (so that the determination can occur at a future point in time and on a
relatively objective basis).

While the purchaser should strive to make the purchase terms as complete and definitive as
possible, some items will likely need to be negotiated and settled only once solution development
is well underway or complete.
For example, if the solution is to be a medical device, the parties will not know how long it will
take to build a unit until the design, development, and prototype testing are complete. So, as part
of the purchaser moving from a prototype testing phase to a production/deployment phase, the
parties would need to negotiate and agree on a delivery timetable (along with any other purchase
terms that are not final).
3.9

COMPETITIVE DIALOGUE CONSIDERATIONS

An innovation procurement process may involve competitive dialogue with proponents.
Competitive dialogue occurs after an RFSQ/RFPQ or similar process identifies qualified suppliers
with which to dialogue – and prior to any RFP/RFS. At a high level, the process unfolds as follows:
1.

Prequalification Stage: the purchaser qualifies suppliers to participate in dialogue
through an RFPQ process.

2.

Dialogue Stage: the purchaser then engages in dialogue sessions with qualified
suppliers.

3.

Competition Preparation Stage: using what it has learned during the dialogue and
otherwise, the purchaser then determines or refines its functional requirements,
outcome-based specifications, and other parameters to be included in a competitive
procurement process.

4.

Competition Stage: the purchaser then conducts an RFP/RFS to select a supplier.
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Competitive dialogue can be time consuming and resource intensive on both the suppliers and
the purchaser. It is important to ensure that the dialogue process will not be too long or costprohibitive to small suppliers. Careful planning and management is critical to avoiding delays or
extended timelines and fairness risks.
To be effective, a competitive dialogue process:
•

must be clearly stated in the competitive procurement documents that initiate the process
(RFSQ/RFPQ);

•

must provide equal treatment and confidentiality to all proponents; and

•

should be documented for auditing and dispute resolution purposes – the documentation
should include:

•

protocols for competitive dialogue sessions (such as consistent rules around timing /
scheduling for proponent participation, number and nature of proponent attendees, and
consistent purchaser participants in all sessions – effectively similar to the rules for
Commercially Confidential Meetings); and

•

rationale supporting changes to or evolution of the problem statement, specifications and
requirements, evaluation criteria or other matters as between the RFSQ/RFPQ and the
RFP/RFS (i.e., changes that result from the competitive dialogue).

When engaging in the dialogue phase of a competitive dialogue, it is imperative that the
purchaser refrain from the following:
•

sharing information with one proponent, in response to a question or otherwise, that is not
then going to be shared with the other proponents participating in the process – all
proponents should have access to the same information; and

•

sharing information obtained from one proponent with any other proponent participating
in the process.

For other applicable principles, see the discussion about “Commercially Confidential Meetings”
(as part of the discussion about “Market Consultations”) in the Early Market Engagement
Strategies Guide.
One important consideration is whether the RFSQ/RFPQ process will be used as a gate-keeping
mechanism, such that only proponents who are qualified in the RFSQ/RFPQ process will be
eligible to participate in any RFP/RFS following the competitive dialogue. There may be a
tendency to think that such a gate-keeping function is useful (as it may be in a traditional RFSQ
process); however, when it comes to innovation procurement, such an approach may be unfair to
prospective proponents and may end up limiting the effectiveness of the procurement.
This is because it is possible that the RFSQ/RFPQ does not accurately describe the opportunity or
competitive process to the marketplace. For example, a prospective proponent may decline to
participate in the RFSQ/RFPQ because of how the opportunity is described – only to want to
participate once the RFP/RFS is issued, which reveals that the opportunity has “evolved” following
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the competitive dialogue phase. In such a case, it would be unfair to that prospective proponent
to refuse to entertain its proposal, since the opportunity is now quite different; moreover, it would
arguably deprive the purchaser of a potentially effective solution.
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So, when deciding whether an RFSQ/RFPQ prior to a competitive dialogue should have a gatekeeping function, consider whether the competitive dialogue expected to result in significant
changes to the functional requirements, outcome-based specifications, process requirements,
evaluation criteria, or the form of agreement?
•

If significant changes are expected, then the RFSQ/RFPQ should not have a gate-keeping
function for any subsequent RFP/RFS.

•

If no significant changes are expected, then the RFSQ/RFPQ could have a gate-keeping
function for any subsequent RFP/RFS.

Caution: A purchaser is likely only able to reach a decision as to whether such significant

changes are expected if the purchaser used early market engagement strategies and conducted
effective due diligence / research prior to the RFSQ/RFPQ. If in doubt, adopt a conservative
approach: the RFSQ/RFPQ should state that participation in the RFSQ/RFPQ is only a prerequisite to participating in the competitive dialogue, and not any RFP/RFS that may occur
following that competitive dialogue.
Remember:

3.10

Some users may be concerned about the potential for wasted time and effort if
prequalified proponents are required to re-submit qualification information during
an RFP/RFS process. Such concerns can be easily addressed if the RFP/RFS clearly
states that it will rely on the prior prequalification. See the sample text in the RFS
Template under the “Concurrent Negotiation” guidance at section 1.3.

COMMERCIALLY CONFIDENTIAL MEETING CONSIDERATIONS

Commercially Confidential Meetings may be of significant benefit in a complex procurement
process where:
•

there are no solutions in the market, or solutions would require customization;

•

the solution requirements are not well-defined; and/or

•

the solution requirements are flexible.

These variables mean that Commercially Confidential Meetings tend to align with the “R&D”
procurement model, the “Innovation Partnership” model, the “Design Contest” model (although
they can be used with any model).
Even so, Commercially Confidential Meetings should not be incorporated into the RFP/RFS lightly,
as they do give rise to risks (e.g., inadvertently disclosing one proponent’s confidential information
to another; failing to provide the same information to all proponents in a fair manner).
For principles applicable to Commercially Confidential Meetings, see the discussion about
“Commercially Confidential Meetings” (as part of the discussion about “Market Consultations”) in
the Early Market Engagement Strategies Guide. For an example of how the meetings could unfold,
see the RFS Template.

-14-

3.11

NEGOTIATION CONSIDERATIONS (CONCURRENT OR OTHERWISE)

An innovation procurement process may involve the negotiation of the form of agreement as part
of the competitive process, or with the preferred proponent(s) following the evaluation of
proposals.
As an innovation procurement model, the negotiation should involve discussions on increasing
the value proposition with innovative ideas and enhancements, and modifying commercial terms
with the intention of establishing a mutually beneficial contract. The negotiation is primarily
about providing optimal value; it is not about price.
Negotiations can be conducted sequentially or concurrently with the shortlisted suppliers.
The RFS Template includes a basic option to negotiate sequentially, starting with the highestscoring proponent, and if unsuccessful, moving to the next-highest scoring proponent. This option
is framed as a final state in the competitive process, and is not intended to result in significant
changes relative to the form of agreement.
The RFS Template also includes optional “Concurrent Negotiation” text, which could be used if
concurrent negotiations are to be permitted.
Negotiations can be time consuming and resource intensive on both the suppliers and the
purchaser. It is important to ensure that the negotiation process will not be too long or costprohibitive to small suppliers. Careful planning and management is critical to avoiding delays or
extended timelines and fairness risks.
To be effective, a negotiation process:
•

must be clearly stated in the RFP/RFS, including the intention (or option) to negotiate, the
structure of the negotiation process, the scope of the negotiation (e.g., what is up for
negotiation or what is not up for negotiation), and timing for negotiation to be completed;

•

must provide equal treatment and confidentiality to all proponents; and

•

should not materially change the original requirements for the solution (as this could
undermine the competitive process) – although requirements for the solution can be
refined or augmented, making significant changes can pose a fairness risk.

When executing the negotiation phase of a competitive process with negotiation, it is imperative
that the purchaser refrain from the following:
•

sharing information with one proponent, in response to a question or otherwise, that is not
then going to be shared with the other proponents participating in the process; and

•

sharing information obtained from one proponent with any other proponent participating
in the process.

Concurrent negotiations involve the same principles as “Commercially Confidential Meetings”.
See the discussion about “Commercially Confidential Meetings” (as part of the discussion about
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“Market Consultations”) in the Early Market Engagement Strategies Guide. For the mechanics of
how the concurrent negotiations could unfold, see the RFS Template.
3.12

CONTINUE TO ASSESS THE MARKET

Based on its own due diligence, and any early market engagement, a purchaser may determine
that the only way forward is to engage a supplier to research and develop a novel solution. In this
case, it is important that the purchaser not forget that the marketplace continues to evolve.
When planning and executing an innovation procurement that involves a research and
development phase, the purchaser should continue to check the market (in 6 to 12 month periods)
to see if a solution has been commercialized. If so, this may trigger the purchaser to terminate the
innovation procurement process or, if a contract has been awarded, to terminate the contract (if
such rights are set out in the contract).
•

The RFS Template generally permits the cancellation of the competitive process for any
reason.

•

Consider whether to include termination provisions in the contract if the market has a
commercial solution (likely termination for convenience or at “go” / “no-go” milestones
would suffice; see the discussion at 3.13 (Exit Strategy)). Obviously, this is not a right to be
exercised lightly, and may be unsuitable for contracts in which both the supplier and the
purchaser are heavily invested, and there is no good reason to abandon the current
arrangement in favour of a solution that has newly arrived in the marketplace.

3.13

EXIT STRATEGY

Given the uncertainty inherent in innovation procurement, purchasers should ensure that the
contract provides them with appropriate opportunities to exit the arrangement. Specifically:
•

Important milestones should trigger a “go” / “no-go” decision by the purchaser, enabling
the purchaser to terminate the contract. For example, if a solution design (acceptable to
the purchaser) is not finalized by the supplier by a certain date, the purchaser reserves the
right to terminate the contract; or, if there are serious problems with the project
participants, the purchaser can terminate the contract.

•

Where appropriate, solution and supplier performance standards may also be used to
trigger the termination of the contract. For example, if the solution is not able to achieve
a certain performance standard (e.g., X transactions per Y time period) within a certain
time period or a certain number of testing iterations. In some cases, this exit strategy can
be embedded in the acceptance testing regime.

Consider the extent to which the supplier ought to have a similar right to exit any resulting
contract – particularly if the contract includes a research and development stage. Suppliers
should not be required to invest or participate in future phases if they are unwilling to do so – as
this would seriously undermine the effectiveness of the initiative, and likely result in higher cost /
lower quality results.
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4.

AFTER CHOOSING THE INNOVATION PROCUREMENT MODEL

Once you have a sense of the model(s) that would be most effective, you should then consult:
•

the RFS Template (and the RFPQ Template, if applicable);

•

the Outcome-Based Specifications Guide;

•

the Value-Based Evaluation Criteria Guide; and

•

the Total Cost of Ownership Guide.

Each of these templates and guides speak to critical elements of the competitive process which
need to be documented in the RFP/RFS (and RFSQ/RFPQ, as applicable).
When designing the competitive process, be attuned to the needs of the next phase of the
procurement: contract management. Once the competitive process is complete, and a supplier
has been selected, the purchaser must then turn to contract management, which presents its own
challenges. Among other elements, contracting for innovation requires the purchaser to:
•

provide sufficient support and direction to the supplier in the research and development
of the solution – effective innovation requires collaboration between the purchaser and
supplier;

•

ensure that the purchaser has the necessary tools and capabilities to assess whether the
supplier is meeting its obligations – including any performance outcomes, and value and
quality commitments; and

•

deploy those tools and capabilities, and follow-up on under-performance.

Managing the innovation procurement process, and the resulting contract, will be challenging (in
a constructive sense). Purchasers should ensure that experienced personnel play a leadership
role in these activities, as this will help to mitigate risk.
5.

IMPORTANT NOTES

This guide is intended as a resource tool to assist HSPs in developing competitive procurement
processes for innovative solutions. It is intended as a general reference, with commentary on
issues and options with various innovation procurement models and features. This guide is
supplemented by specific guidance embedded in the RFS Template. This guide (and the
accompanying templates) do not replace your organization’s own procurement policies and
processes. The IPT has been designed to be compliant with the BPS Procurement Directive.
Organizations should seek legal advice on the application or modification of any template to
meet their individual circumstances.
Please read the terms upon which this guide is provided at www.hscn.org. This guide is intended
to be a dynamic document and will be updated over time.
Sources used for developing the documents in the HSCN Innovation Procurement Toolkit can be
found in the Compendium of Resources posted on the HSCN website. These include examples of
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how organizations in various jurisdictions have executed early market engagement strategies and
innovation procurement initiatives, with their lessons learned and supporting documents.

