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1. Executive Summary 

This short document is intended to indicate the key questions which Public Procurers and 

their organisations will need to be able to answer in order to establish whether they should 

or should not conduct the future-focussed procurement methodology known as Pre-

Commercial Procurement (PCP). It will explain why the selected questions are important and 

provide some guidance as to how answers to the questions can be found.  

 

2. PCP Overview 

This document is not intended to describe the PCP process, and assumes a prior 

understanding of what PCP is on behalf of the reader. Should a short reminder of PCP be felt 

helpful, please review Part 1 of the Progr-East Guide to PCP.   

 

It is worth reminding ourselves that PCP is, at its core, about competitively procuring 

research and development skills and services today, with the specific purpose of enabling a 

future procurement to meet an anticipated need which cannot be met by the current open 

marketplace. That is, PCP is a tool which is useful in stimulating the market to create a 

product or service which does not already exist and is unlikely to exist without active 

intervention.  

 

5ǳŜ ǘƻ ǘƘŜ ΨŦǳǘǳǊŜ-ŎŜƴǘǊƛŎΩ ƴŀǘǳǊŜ ƻŦ t/tΣ ǘƘŜ ŦƻƭƭƻǿƛƴƎ prerequisites generally apply to any 

PCP which is undertaken: 

 

a) Some future scenario planning work will have taken place and found that current systems, 

services  or processes will become inadequate. The drive to undertake such a review could 

be simply normal business practise or specifically triggered by feedback from service delivery 

staff or end-users of a service, or changes in the operating environment such as 

demographic changes (e.g.: ageing population and healthcare professionals), dwindling 

finances, newly  defined EC strategies and directives (e.g.: cross-border health care, low-

carbon targets), lack of ability to migrate across different vendors and solutions (public 

procurers who are locked-in and cannot easily migrate to the best solutions due to lack of 

standards adoption), or other societal challenges, but whatever the driver(s) the result is 

that a current or future un-met service delivery need has been discovered.  

 

b) Some form of market survey will have been undertaken with the result that no readily-

available or near-term solution to that un-met need is evident. 

 

c) Some form of cost: benefit analysis has concluded that the ever-ǇǊŜǎŜƴǘ ΨŘƻ ƴƻǘƘƛƴƎΩ 

ƻǇǘƛƻƴ ƛǎ ƴƻǘ ǾƛŀōƭŜ ŀƴŘ ǘƘŜ Ψǿŀƛǘ-and-ǎŜŜΩ ƻǇǘƛƻƴ ƛǎ ǘƻƻ ƘƛƎƘ ŀ ǊƛǎƪΦ /ƻƴŘǳŎǘƛƴƎ ŀ t/t 

represents a risk-managed method of stimulating the market to develop a solution to the 

un-met need.  

 

This document will now examine those 3 prerequisites, with particular emphasis on the 
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economic determinants.  

 

3. Why do people conduct PCP’s? 

The motivation ǘƻ ŎƻƴŘǳŎǘ ŀ t/t ƛǎ ŘǳŜ ǘƻ ǎƻƳŜ ƛƴǘŜǊƴŀƭ ΨŦƻǊŜǎƛƎƘǘΩ ǿƻǊƪ ƻŦ ǎƻƳŜ ŘŜǎŎǊƛǇǘƛƻƴ 

which has identified a future problem which cannot be addressed by solutions available 

today. By conducting a PCP, public-sector procurers can influence the supply-side to first 

consider, then propose, prototype and demonstrate solutions to the identified un-met need 

such that the solution to the need is ultimately available for procurement, when it would not 

otherwise be available.  

 

By managing the PCP as a series of stage-gated development steps, the public procurer, 

individually or in consortia with others, is able to minimise risk and control both their 

commitment and financial outlay in a pro-active manner, having the ability to terminate the 

process if the cost or risk associated with the next developmental stage is too large to justify. 

IŀǾƛƴƎ ǎƻƳŜ ƳŜŀǎǳǊŜ ƻŦ ǿƘŀǘ Ψǘƻƻ ƭŀǊƎŜ ǘƻ ƧǳǎǘƛŦȅΩ ƳŜŀƴǎ ƛǎ ƻƴŜ ƻŦ ǘƘŜ ƪŜȅ ŜŎƻƴƻƳƛŎ 

determinants of PCP and is discussed later.  

 

Examples of the drivers to conduct a PCP include: 

PROJECT DRIVERS 

Dyke Flooding Global warming, Lives lost, damage to the 

economy  

Lombardy bed mover Operational efficiency, costs, safety 

NHS Blood Doning Chair Operational Efficiency, Costs 

Hospital Lighting Running Costs, rising energy costs 

Hospital emergency Dept Overload 

(Ambulance) 

Demographics, Running Costs, Patient 

Safety, Patient Satisfaction 

Smart@Fire Safety  

DECIPHER Reduction of emergency cases and 
hospitalizations in case of long term 
conditions. Standards adoption. 

 
Each of these projects either formally or informally identified a future performance issue 
which showed that the current method of working or current service delivery model was 
going to become unsustainable at some point in the future, and recognised that pro-active 
action was required.  
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4. What are the key unique elements of a PCP? 

 

Concept Viability ς Market testing and consultation: 

This activity is not unique to PCP, other than that it is only an option with conventional 

procurement but is essential with PCP. It provides the opportunity to emphasise to Suppliers 

that the intention is to utilise the innovative design expertise of others and give them 

freedom to be creative. Concept Viability tests both technical & economic feasibility with the 

market ς there is no point in wishing for the impossible, nor proceeding with something that 

nobody has any interest in developing.  

 

Concept Viability has been used on projects and programmes by central government, local 

government and other public bodies. It allows public sector customers to have a two-way 

dialogue with the supply-side market and provides suppliers with an opportunity to help 

shape and validate ideas, plans and requirements. 

The process takes place within a safe and neutral environment, which helps customers 
assess the opportunities and risks associated with specific projects before committing 
themselves to a particular approach.  

Benefits of Concept Viability for PROCURERS: 

 Provides a one-to-many engagement with a broad range of companies, including SMEs and 
larger more established suppliers 

 Raises the profile of the procurement opportunity to a more diverse supplier base 
 Helps customers understand how the market can help contribute to solutions, and where 

there are opportunities to exploit innovation 
 Provides early visibility of risks and challenges before investment has been made 
 Allows the pros and cons of different technical, commercial and delivery approaches to be 

explored 
 Demonstrates a mature procurement approach. 

Benefits of Concept Viability for SUPPLIERS: 

 Provides early insight into business opportunities and the strategic drivers behind them 
 Issues or concerns can be raised without companies feeling their position in the 

procurement is threatened 
 Emerging technologies and associated risks can be discussed frankly, allowing suppliers to 

manage expectations about what the market can contribute 
 Suppliers can decide at an early stage whether to bid for work, saving significant time and 

financial resources 
 Allows suppliers to interact with potential supply chain or consortia partners 

 

Procurement Specification  vs Problem Statement: 

²ƘŜǊŜŀǎ ŀ έŎƻƴǾŜƴǘƛƻƴŀƭέ procurement allows for the provision of a specification for a 

product or service, along with the implication that the procurer has considered his 

requirements and knows exactly what it is that he wants to procure in a highly prescribed 
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manner, one of the different and unique features of a PCP is that the initial feasibility study 

phase enables access to highly qualified external experts to consider the problem and 

propose potentially novel solutions that the internal organisation might not know were even 

possible or may have never envisaged.  

To enable access to this external resource ς this potential pool of ideas -  the Procurer 

ǎƘƻǳƭŘ ǇǊƻǾƛŘŜ ǿƘŀǘ Ƴŀȅ ōŜ ǘŜǊƳŜŘ Ψ¢ƘŜ tǊƻōƭŜƳ {ǘŀǘŜƳŜƴǘΩΣ ǿƘŜǊŜƛƴ ȅƻǳ ŘŜǎŎǊƛōŜ ǘƘŜ 

problem you are trying to solve rather than specifying what the solution is. It is similar to an 

Outcome-based specification, where you detail what it is you want to achieve, not the 

method by which it shall be achieved, but the term Problem Statement is preferred since it 

captures the essence of a PCP; that you seek inventive and exploratory solutions (plural at 

the concept stage) to your un-met need or issue.  

A Problem Statement should be a description of the context in which the un-met need has 

been identified and a description of why the need exists (that is, the drivers that demand 

that the need is fulfilled). The Problem Statement should indicate the size of the problem in 

financial terms, so that Suppliers who respond to the Call for feasibility studies will not 

propose solutions which are technically possible but economically unfeasible.  

 

Contracting for R&D: 

! ǎƛƎƴƛŦƛŎŀƴǘ ŘƛŦŦŜǊŜƴŎŜ ōŜǘǿŜŜƴ ΨŎƻƴǾŜƴǘƛƻƴŀƭΩ ǇǊƻŎǳǊŜƳŜƴǘ ŀƴŘ t/t ƛǎ ǘƘŀǘ ǿƘƛƭǎǘ ƛǘ ƛǎ 

relatively easy for Procurers to understand that they are procuring R&D services, there may 

be a conceptual challenge to grasp that those services are procured not in one chunk, but in 

a series of linked steps, or stage-gates, with a separate agreement for each stage or phase of 

work and recognition that the work may cease at phase 1,2,3 etc and never reach its natural 

conclusion of demonstration-in-service.  

 

This may be achieved by one of two approaches: 

a) An overall blanket contract could be established with a Supplier, embodying break clauses 

at the completion of each phase of work. Because this is R&D work, it is not possible for this 

contract to contain cost or timescale information for any phase except the most immediate 

one at hand, which in essence means that the Supplier has to provide fresh quotations for 

the subsequent phase at the completion of the previous one. The break clauses provide for 

the Procurer to terminate the contract if the quotation is unacceptable for any reason 

(typically cost, time or associated risk and probability of failure) and for the Supplier to 

terminate if he does not see how to proceed technically.  

 

b) A series of stand-alone contracts on a phase-by-phase basis. This provides for the terms 

ŀƴŘ ŎƻƴŘƛǘƛƻƴǎ ǘƻ ōŜ ǳǇŘŀǘŜŘ ƻǊ ŎǳǎǘƻƳƛǎŜŘ ŦƻǊ ŜŀŎƘ ǇŀǊǘƛŎǳƭŀǊ ǇƘŀǎŜ ŘǳŜ ǘƻ ΨƭŜǎǎƻƴǎ ƭŜŀǊƴǘΩ 

so far on the project, but can slow the progress due to repeated negotiation and contract 

processing and may present internal organisational issues since uninformed auditors may 

view multiple contracts going to the same supplier as suspicious.  

 

 Another contracting aspect which is unique to PCP is that multiple potential solutions can be 
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progressed in parallel with each other. Due to the research nature of the PCP there is no 

need to select the wining idea at the initial feasibility study stage ς indeed it may be almost 

impossible to do so ς and hence 3, 4 or perhaps 5 studies can be selected for onward 

development, selecting only the most promising of those to progress to the design stage and 

only the most promising of that sub-set to proceed to the prototype stage.  

 

5. How can I identify un-met Needs? 

There are many methods to discover un-met needs. Some which are most commonly used in 

the context of PCP are: 

 

Trending Studies 

These usually consist of a historic past-performance review of the process or service under 

consideration, using key performance indicators (KPI) as a measure (cost, headcount, 

customer numbers, time, outcomes ....). Then these KPIs are extrapolated into the future 

based on predicative data such as population demographics, workforce and population 

migration, cost escalation and inflation, energy cost predictions and other relevant data, 

drawn from other authoritative sources where possible, and conclusions drawn. 

  

²ƻǳƭŘƴΩǘ Lǘ .Ŝ DǊŜŀǘ LŦ ΦΦΦΦΦΚ   ό²LD.Lύ 

 This is a process which is based on the premise that those who are best-placed to see the 

problems of, or inefficiencies with, a process or a service are those who work within the 

system delivering it on a daily basis, and/or those end-users who receive or utilise the 

service. Providers may often be too busy working to deliver the service to consciously 

consider how it could be transformed, so the concept is to make time to take them out of 

ǘƘŜƛǊ ǳǎǳŀƭ ǿƻǊƪƛƴƎ ŜƴǾƛǊƻƴƳŜƴǘ ŀƴŘ ŀǎƪ ǘƘŜƳ ǘƻ ŦƛƴƛǎƘ ǘƘŜ ǎŜƴǘŜƴŎŜ ά²ƻǳƭŘƴΩǘ Lǘ .Ŝ DƻƻŘ 

LŦΦΦΦΦΚέΦ !ǎ an example, one such session with hospital cleaners which was held to seek ways 

ƻŦ ŘŜŎǊŜŀǎƛƴƎ IŜŀƭǘƘŎŀǊŜ !ŎǉǳƛǊŜŘ LƴŦŜŎǘƛƻƴǎ όI/!Lǎύ ǇǊƻŘǳŎŜŘ ǘƘŜ ǎŜƴǘŜƴŎŜ ά²ƻǳƭŘƴΩǘ Lǘ .Ŝ 

DƻƻŘ LŦ ΦΦΦ ǿŜ ŎƻǳƭŘ ǎŜŜ ǿƘŜǊŜ ŎƻƭƻƴƛŜǎ ƻŦ ōŀŎǘŜǊƛŀ ǎǘƛƭƭ ƴŜŜŘŜŘ ǘƻ ōŜ ŎƭŜŀƴŜŘ ŀǿŀȅέΦ This led 

to the introduction of real-time swab testing of surfaces so that cleaning supervisors could 

have instant quantitative feedback of cleanliness.   

In conducting such session it has been found useful to bring together similar staff groups 

from multiple locations, since a perceived inefficiency or need can be simply due to local 

customs and practices at one site. It is also good practise to have an experienced facilitator 

to conduct the session, to enliven it and draw out issues and ideas, as well as a subject 

domain expert who can guide the facilitator with respect to the specialist technicalities of 

the subject.  

 

Pathways for Innovation (p4i) 

An extension of WIBGI, especially created with the healthcare sector in mind, is to examine 

the existing patient treatment pathway for any particular disease and hunt for opportunities 

to take time or cost out, and/or to improve the patient experience and outcome. In the UK 

ǘƘŜǊŜ ŜȄƛǎǘǎ ŀ ǘƻƻƭ ŎŀƭƭŜŘ ΨaŀǇ ƻŦ aŜŘƛŎƛƴŜΩ ǿƘƛŎƘ ǎƘƻǿǎΣ ƛƴ ŦƭƻǿŎƘŀǊǘ ŦƻǊƳΣ ǘƘŜ ƛƴǘŜǊŀŎtions 
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ǘƘŀǘ ŀ ǇŀǘƛŜƴǘ ǿƻǳƭŘ ƘŀǾŜ ǿƛǘƘ DtΩǎ /ƻƳƳǳƴƛǘȅ ǎŜǊǾƛŎŜǎΣ {ǇŜŎƛŀƭƛǎǘǎ ŀƴŘ IƻǎǇƛǘŀƭǎ ƛƴ ǘŜǊƳǎ 

of tests, investigations, treatments & therapies on a per disease basis. If no similar tool exists 

then the base-lining of the patient pathway is the first activity to be performed. This makes a 

ŎƻƴǾŜƴƛŜƴǘ ΨǎƴŀǇǎƘƻǘΩ ƻŦ ǘƘŜ ŜȄƛǎǘƛƴƎ ǇŀǘƛŜƴǘ ǇŀǘƘǿŀȅ ŀƴŘ ŦƻǊƳǎ ǘƘŜ ōŀǎƛǎ ƻƴ ǿƘƛŎƘ 

innovative thinking can be applied.   
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Anticipate Upcoming political strategies whose indicators need to be met in 5-10 years. 
These usually consist of either the release of new strategies and policies defined locally or at 
European Commission level and that public authorities identify that, when considering 
current delivery solutions, will represent a major challenge to become aligned.  
 
Avoiding Locked-in customers because lack of standards adoption. 
In this case the public procurer realises that all available solutions in the market imply the 
impossibility to migrate afterwards to new vendors because of the lack of standards or the 
lack of adoption of existing standards force the creation of a bespoke solution with the 
associated lock-in, and reliance on, a single supplier into the future.  
 
Recognising Societal Challenges and Catalytic Procurement. 
In this case the public procurŜǊ ǊŜŀƭƛǎŜǎ ǘƘŀǘ ƛǘ Ŏŀƴ ǎŜǊǾŜ άŀǎ ŀ ŎŀǘŀƭȅǎǘΣ ŎƻƻǊŘƛƴŀǘƻǊ ŀƴŘ 
technical resource for the benefit of end-ǳǎŜǊǎΦ ¢ƘŜ ƴŜŜŘǎ ŀǊŜ ƭƻŎŀǘŜŘ ΨƻǳǘǎƛŘŜΩ ǘƘŜ ǇǳōƭƛŎ 
ŀƎŜƴŎȅΩ ŀŎǘƛƴƎ ŀǎ ǘƘŜ ΨōǳȅŜǊΩ όΦΦΦύ.It acts to catalyse the development of innovations for 
broader pubƭƛŎ ǳǎŜ ŀƴŘ ƴƻǘ ŦƻǊ ŘƛǊŜŎǘƭȅ ǎǳǇǇƻǊǘƛƴƎ ǘƘŜ Ƴƛǎǎƛƻƴ ƻŦ ǘƘŜ ŀƎŜƴŎȅέ1. 
 

6. How do I decide whether to do this?  

¸ƻǳ ŀǎƪ ǘƘŜ ǉǳŜǎǘƛƻƴ ΨǿƘŀǘ ƛǎ ǘƘŜ ŎƻƴǎŜǉǳŜƴŎŜ ƻŦ bh¢ ŘƻƛƴƎ ǘƘƛǎΚΩΤ that is you explore the 
outcome and results of maintaining the current status quo.   
 
Typically the consequence is expressed in financial and social cost terms. This is compared 
against the predicted & improved outcome(s) that it is hoped to achieve by conducting the 
PCP combined with the anticipated cost of running the PCP. Then a value-judgment is made. 
If the judgement is in favour of conducting a PCP then a more stringent and rigorous 
Business Case should be prepared to explain and convince others within the organisation, 
and potential partner organisations, of the value of conducting the proposed PCP.  
 
In making this initial value-judgement, it is important to conduct an analysis of the situation 
that led to the suggestion that something needs to be done to change the current status quo 
and to ensure that any suggested course of action addresses the true root problem and not 
merely the symptoms that the problem causes. This requires the collection of data.  
 
It is important to identify all the sources of data that will be required to support the business 
case and ensure that they will be available to you. These sources may include financial data 
from within the organisation, recognising that different departments other than your own 
may be affected by the proposed project and so their data is also relevant, case studies from 
similar projects, historical data, industry analysis and forecasts, demographic studies, and so 
on. Partner organisations should be consulted early such that their input and data can be 
embodied in the business case. 

!ŦǘŜǊ ȅƻǳΩǾŜ ŎƻƭƭŜŎǘŜŘ ǘƘŀǘ ƛƴŦƻǊƳŀǘƛƻƴΣ ȅƻǳ ǎƘƻǳƭŘ ǘŀƪŜ ǘƘŜ ǇǊŜƭƛƳƛƴŀǊȅ Ǉƭŀƴǎ ŦƻǊ ǘƘŜ 
business case to one or more people who will have input into the decision. Ask them for 
their ideas related to the project, their opinƛƻƴǎ ŀōƻǳǘ ǘƘŜ ǇǊƻƧŜŎǘΩǎ ǿƻǊǘƘ ŀƴŘ ŦŜŀǎƛōƛƭƛǘȅΣ 
and ς assuming their opinions are positive ς their support. 

                                                           
1 Edquist C. and Zabala J.M., 2012. Public Procurement of Innovation (PPI) as Mission-oriented 
Innovation Policy. Research Policy Volume 41, issue 10, December 2012 (Pages 1757-1769) 
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Based on all the inputs available, you should have an idea of how likely it is that the project 
will be approved. Use that determination to decide whether or not to go ahead and write 
the business case document. 

 

7. Business Case 

 A business case is an argument, usually documented, that is intended to convince a decision 

maker to approve some kind of action. The document itself is sometimes referred to as The  

Business Case. As a rule, a business case has to articulate a clear path to an attractive return 

on investment (ROI) in either financial or social benefit terms, or preferably both. Because 

the business case for many projects is not immediately clear, documentation can be 

essential to their approval. A well-crafted business case explores all feasible approaches to a 

given problem and enables business owners to select the option that best serves the 

organization. 

 

There is no fixed format for the creation of a Business Case and it maybe that the Public 

tǊƻŎǳǊŜǊΩǎ ƻǿƴ ƻǊƎŀƴƛǎŀǘƛƻƴ ǇǊƻǾƛŘŜǎ ƛǘǎ ƻǿƴ ƎǳƛŘŀƴŎŜ ŀƴŘ ŦƻǊƳŀǘΦ hƴŜ ŦƻǊƳŀǘ ǘƘŀǘ Ƙŀǎ 

been found to be useful is provided at Annex A.  

 

As a minimum, the Business Case should clearly articulate the current situation and an 

ŜȄǘǊŀǇƻƭŀǘƛƻƴ ƻŦ ǘƘŜ ŎǳǊǊŜƴǘ ǎƛǘǳŀǘƛƻƴ όŜƎύ р ȅŜŀǊǎ ƛƴǘƻ ǘƘŜ ŦǳǘǳǊŜΦ ¢Ƙƛǎ ƎƛǾŜǎ ǘƘŜ ΨŘƻ ƴƻǘƘƛƴƎΩ 

baseline against which the envisaged future (achieved by enacting the PCP) can be 

compared.   

 

Ultimately, it is the analysis of the difference in social outcomes and operating costs 

ōŜǘǿŜŜƴ ǘƘŜ ΨŘƻ-ƴƻǘƘƛƴƎΩ ŎŀǎŜ ŀƴŘ ǘƘŜ t/t-enabled improved performance case which 

should clearly depict the economic drivers for conducting the PCP.  

 

The contents and structure of the argument that is the Business Case would typically be as 

follows. 

1 Executive Summary 
The executive summary is a high-level view of the business case 
document. It explains, in a condensed form and plain language, the 
problem that the proposed project is intended to solve, the major 
considerations, the resources required to complete the project, the 
desired outcome, the predicted return on investment and a projection 
of when that ROI should be achieved. Because some stakeholders may 
only read the executive summary, it's crucial to include any information 
that is essential to an informed decision. Like the abstract on an 
academic article, the executive summary is presented at the first but 
written after the rest of the document is completed. 
 

2 Introduction and Problem Statement 
This section is a straightforward and clear articulation of the problem 

http://searchcio.techtarget.com/definition/ROI
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that the project is intended to solve. It identifies the area or areas 
where there are issues that need to be addressed, such as 
inefficiencies, missed opportunities, unacceptable market performance, 
increasing demographic demand. 
 

3 Market Analysis 
The purpose of a PCP is to engage and direct R&D skills towards 
creating the solution to an indentified problem or need which would 
not otherwise be addressed by free market suppliers. Whilst full 
market engagement and market testing is an activity to be conducted 
during the active PCP project itself, evidence of sufficient supplier 
survey work and an absence of existing or near-to-market solutions 
must be included in the business case, else the whole argument to 
conduct a PCP is flawed. Such evidence may be historic, such as a 
continuous market horizon-scanning activity (e.g.: patent research) by 
the owning department. This section should provide a consideration 
of the political and economic environment that the project will take 
place in, and how those factors will (or will not) motivate suppliers to 
participate in the PCP. Factors to consider include confidence in likely 
supply-side providers being able to devise an acceptable solution, 
opportunities from emerging technology.   
 

4 Assessment of Benefits 
The benefits to be gained from the investment compared to the 
ŀƭǘŜǊƴŀǘƛǾŜ ƻŦ ΨŘƻƛƴƎ ƴƻǘƘƛƴƎΩ ǎƘƻǳƭŘ ōŜ ǎǳƳƳŀǊƛǎŜŘΦ  .ŜƴŜŦƛǘǎ ǎƘƻǳƭŘ 
be identified and quantified, as far as possible, in financial terms: as 
appropriate, this to include projected cost reduction against 
investments, impact if no investment, reduction in risk, improvements 
in quality /value creation, reliability, accuracy and other tangible, non-
ǘŀƴƎƛōƭŜ ŀƴŘ ŎƻƴǎŜǉǳŜƴǘƛŀƭ ōŜƴŜŦƛǘ ƛΦŜΦ ΨǿƘŀǘ ŀǊŜ ǘƘŜ ǊŜŀƭ ōŜƴŜŦƛǘǎ ŦǊƻƳ 
ƳŀƪƛƴƎ ǘƘŜ ƛƴǾŜǎǘƳŜƴǘΚΩ  
 
A full assessment / explanation of the benefits should be included as an 
Annex if appropriate. 
 

5 Cost / Benefits Analysis 
This will clearly identify the cost benefit against the investment that is 
being made.  This should consist of a simplified presentation of the 
financial cost/benefit analysis - presented in tables or graphs; 
This should include an assessment of: 

o Investment value ς Revenue and Capital 
o Cost Saving first 12 months (ϵ) 
o Cost Saving after first year (ϵ) 
o Depreciation costs 
o Total cost (ϵ) 
o Cash outlay (ϵ) 

 
Recall that inflation and the cost of utilising money today to achieve a 
future saving tomorrow should be reflected in the projections of future 
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year costs. Net Present Value is a typical and widely recognised method 
used to reflect future costs in terms oŦ ǘƻŘŀȅΩǎ ƳƻƴŜȅΣ ǿƘƛŎƘ ŀǎǎƛǎǘǎ 
ǿƛǘƘ ǘƘŜ ΨǿƘŀǘ ƛǎ ǘƘƛǎ ƎƻƛƴƎ ǘƻ Ŏƻǎǘ?Ω ǉǳŜǎǘƛƻƴΦ 
 

6 Options Appraisal 
When formulating an investment proposal such as a PCP, the options 
ŀǾŀƛƭŀōƭŜΣ ƛƴŎƭǳŘƛƴƎ ǘƘŜ ΨŘƻ ƴƻǘƘƛƴƎΩ ƻǇǘƛƻƴΣ ǎƘƻǳƭŘ ōŜ ŎƻƴǎƛŘŜǊŜŘ ŀƴŘ 
compared.  Based on the outcome of the comparison of the options i.e. the 
option appraisal, a recommendation should be made for one option. 
 
Depending on the situation the option appraisal may be simply qualitative 
or a detailed analysis.  It may be done in two stages i.e. a broad sift of a 
wide range of options followed by a detailed examination of say, 3 of them. 
One technique is to create a table with decision criteria on one axis and the 
ŀǾŀƛƭŀōƭŜ ƻǇǘƛƻƴǎ ƻƴ ǘƘŜ ƻǘƘŜǊΣ ŀƴŘ ǘƻ ΨǎŎƻǊŜΩ ŜŀŎƘ ŎǊƛǘŜǊƛŀ ǎƻ ŀǎ ǘƻ ǇǊŜǎŜƴǘ 
an overall view of why the recommended option is favoured.  
Eg: 
 

(higher score = 

better) 
Option 1 Option 2 Option 3 

Time to Break-
even 

3 5 2 

Risk 5 1 2 

Outcome Impact 2 3 1 

Overall Score 10 9 5 

 
 

7 Key Assumptions and Dependencies 
Key assumptions, which, if they turn out to be wrong, may affect the projection 
for and the eventual success of the investment, should be identified. 
Key dependencies, which if not in place may affect the outcome, should also be 
clearly identified. 
 
 

8 Risk and Sensitivity Analysis 
The financial projections presented in support of the recommended option 
should reflect the expected outcome of events.  In presenting an analysis of 
the business risks, the Sponsor should identify the major sensitivities to which 
the investment could be exposed, typically the impact of cost overruns, time 
slippage which may result in higher costs and missed opportunities and 
increase the probability of an off-the-shelf solution entering the market; 
failure to achieve the development/investment period. 
 

9 Resource Requirements and Cost 
The purpose of this section is to articulate the anticipated cost of conducting 
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the PCP. This cost should be one factor included in the costs/benefits analysis, 
which in turn is part of the options appraisal. The resource requirements and 
costs associated with the recommended option should be summarised i.e. 
external costs for equipment, external service costs e.g. for consultancy and 
internal staff costs.  The summary should include investment and running 
costs. 
 

10 Funding Source / Timing / Certainty 
Typically in the Public Sector, funding has to be requested and ring-fenced for 
specific projects such as a PCP in advance. The source and timing of the funding 
for the investment, be it required, known or suggested, should be identified 
and an indication given of the certainty or otherwise of the funding being 
available when required. 
 

11 Timescales 
The proposed start and end dates should be given together with a list of 
significant (particularly financially significant) milestones (events with dates).  
  

12 Comments / Issues 
This section to be used if needed to draw attention to additional points or 
issues, which should be taken into account when considering the business 
case. 
 

13 Conclusions / Recommendations 
Bring the document to a close by concluding the findings and making 
recommendations. 
 

14 Appendices 
Appendices are where to put the detailed calculations, figures, reference 
material and other back up data that may have a limited audience but is 
worthy of inclusion. 
You should put all of the detailed calculations in Appendices ς and only have 
summaries in the main body (referring to Appendices) ς if in doubt, put it in an 
Appendix. 
Detailed Assumptions and Risks may also be placed in Appendices ς but 
summaries should appear in the main body. 

 

8. Consider impacts on Partner Organisations 

Particularly in the healthcare sector, changes to operational methods or service delivery can 

have knock-on effects in partner organisations. This is usually true for any public service in 

which the citizen deals with more than one department for the same issue, but is especially 

clear in health (e.g.: the patient interacts with GP &hospital &community health services for 

one single condition). Any proposed change in that chain envisaged by a potential PCP 

project should include in its cost/benefit assessment the impact on any partner 

organisations.  

Ideally such partner organisations would be fully engaged in the PCP and so these costs will 

not be hidden ς but even so the subject of indirect or arms-length costs should be 
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investigated during the PCP assessment phase.  

Similar consideration should be given to unintended consequences which may arise as a 

result of implementing the PCP. As hypothetical examples, a PCP which resulted in faster 

discharge of hospital in-stay patients might result in an overload on the community 

healthcare service s that look after them when they arrive home, or a PCP which resulted in 

the enablement of new services  might result in a need for a technological update to 

information systems operated by partner bodies.  

 

9. Cost of Conducting a PCP 

In creating the cost/benefit analysis, which is a major factor in determining whether or not 

ǘƻ ŎƻƴŘǳŎǘ ŀ t/tΣ ǘƘŜ ΨƛƴǘŜǊƴŀƭΩ Ŏƻǎǘǎ ƻŦ ŎƻƴŘǳŎǘƛƴƎ ǘƘŜ ǿƻǊƪ ǎƘƻǳƭŘ ōŜ ƛƴŎƭǳŘŜŘ as part of 

ǘƘŜ ΨŎƻǎǘΩ ǎƛŘŜ ƻŦ ǘƘŜ ŜǉǳŀǘƛƻƴΦ  

 

The following is a non-exhaustive list of sources of cost that it is easy to overlook because 

ǘƘŜȅ ŀǊŜ ΨƧǳǎǘ ǇŀǊǘ ƻŦ ŘƻƛƴƎ ǘƘŜ ƧƻōΩ Υ 

 

a) Personnel costs i.e. Man hours.  

These will be expended on activities such as: 

- Horizon Scanning (to try to find near-to-market solutions) 

- Creating a concise Problem Statement 

- Creating the Business Case 

- Circulating, arguing and agreeing the Business Case 

- Informing decision makers (& Procurement Officials) of the PCP methodology 

- Planning, communicating and conducting the Market Consultation 

- Designing the PCP Call 

- Engaging appropriate expertise to assess the responses to the Call   

- Managing the PCP through to prototyping & demonstrations  

 

b) Venue Costs + Travel 

It is not unusual for external venues to be hired to be able to conduct briefings and 

discussions with partner organisations away from the usual office environment. In particular, 

the Market Consultation Briefings will usually require a larger venue than most organisations 

have on-hand.  

 

c) PCP supported by EU Funding 

It may seem an odd consideration, but where a PCP is being conducted with support from 

the EU (eg: perhaps under Horizon 2020 umbrella programme) there are specific and often 

hidden costs to be taken into account.  

 

They (non-exhaustively) include: 

- Training Costs. Many training courses are available to understand the EU requirements for 

financial and co-ordination reporting requirements.  These are generally run by independent 

companies and Ŏƻǎǘ ƛƴ ǘƘŜ ǊŜƎƛƻƴ ƻŦ ϵмƪ ǇŜǊ Řŀȅ ǇŜǊ ǇŜǊǎƻƴΦ 
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- Travel and co-ordination costs. Typically EU funding for a PCP means that the PCP is 

collaborative with other EU Members, and project and co-ordination meetings then involve 

international travel and overnight accommodation(s). This is especially true of the Market 

Consultation meeting, which is likely to be held in Brussels to demonstrate the true pan-

European nature of the collaborative PCP Call. 

 

- Project website and documentation. Typically an EU-supported PCP will require a dedicated 

website to be established (& maintained), a project dissemination plan to be created (& 

operated) and a Project Handbook to be created (not something which any single 

organisation would typically do to establish a project). These activities will be in addition to 

the internal project establishment processes (eg: Project Initiation Document, PID) that are 

already in place inside a public body.  

 

- Proposal preparation costs. To achieve EU funding support for a PCP, bids must be written 

and submitted against a defined Call from the EU.  The responses are against a defined 

template and must be compliant.  The time spent producing a compelling collaborative 

proposal should not be underestimated and should be led by someone with a detailed 

understanding and knowledge of the PCP call process.  Note: costs in bid preparation are 

non-recoverable from the EU, but should still be considered as part of the PCP cost/benefit 

equation.  

 

- Opportunity Cost. The requirement to respond to an (appropriate) EU Call, create the Bid, 

and receive a decision can typically be one year or more. It could easily be 18 months from 

identifying a suitable EU Call for PCPs to project commencement. This represents a delay 

compared to the project initiation time that a non-EU supported PCP would take, and the 

organisation should make an assessment of the opportunity cost that represents (not least in 

the delay of bringing into operation the benefits brought about by a successful PCP) and 

factor that into the decision process.   

 ς Non-recoverable costs.  Generally, an EU funded project will allow 95 % recoverable 
personnel costs, although specifics vary by Call and by Programme. Therefore, internal 
accounting adjustments need to be considered to allow for EU accounting rules (not to be 
underestimated).  Additionally, and of great importance, PCP projects are non- profit making 
for a participating organisation and therefore the base employment costs of staff involved in 
the project must be justifiable, which may take additional work on behalf of Finance & HR 
Departments. 
   
 

10. Intangible and Indirect Benefits 

The assessment of whether to conduct a PCP should not only consider the indirect or arms-

length costs it may introduce, but also the intangible benefits it may cause.  

These are difficult to evaluate in a quantitative sense without undertaking disproportionate 

work, but examples would include: 
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 - Market stimulation. Giving innovative organisations an outlet for their skills & expertise. 

 - IP-sharing or royalty income. If so constructed, (which may not always be possible when 

the PCP is co-funded by the EU) ǘƘŜ t/t Ƴŀȅ ŎŀǳǎŜ ŀ ƴŜǿ ƛƴŎƻƳŜ ǎǘǊŜŀƳ ŦǊƻƳ Ψƻƴ-ǎŀƭŜǎΩ ƻŦ 

the innovation created by the PCP.  

 

 - Reputation enhancement. Raising the profile of the organisation within its public sector 

peer group for doing good work.  

 

- Money-saving if there is an EU-contribution to PCP. Good use of tax-payers funds if 

supplemented by contributions from the EU.  

 

11. Making the Decision 

At the end of the day it is a judgement call made by the executive of the organisation 

concerned. However, if the pre-work has been carried out and the Business Case is solid and 

well argued, it will not be a subjective judgement call but a fully-informed decision.  

 

12. Commitment to Future Procurement 

It is important to note that making a commitment to a PCP is sending a very strong signal to 

the market that the organisation has an intent to purchase. A PCP by itself will not fix the un-

met need or the identified problem, it only shows how to fix the problem and makes that 

solution available (for anyone) to procure.  
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ANNEX A 
How to Create a PCP Business Case 

Before you start writing your business case 
Creating a business case document to support the initiation of a PCP is actually the last of several 
stages that must be completed before you present it. Throughout these stages, it may become 
apparent that the project is not currently feasible. Because business case development can be time-
ŎƻƴǎǳƳƛƴƎΣ ƛǘΩǎ ƛƳǇƻǊǘŀƴǘ ǘƻ ƳŀƪŜ ǘƘŀǘ ŜǾŀƭǳŀtion as early in the process as possible. Essentially, you 
have to determine the business case for developing your business case. 

Before you present your business case 

Check your document content to ensure that it's well-constructed and includes all the key elements. 
Following is a sample business case checklist: 

1. Does your problem statement follow naturally from the analysis of the situation? 
2. Does the problem statement clearly indicate that action should be taken? 
3. Is your list of potential solutions to the problem adequate? Does it omit any solutions that 

should be included? 
4. Is your project description detailed enough?  
5. Are the data and calculations in the budget section correct? 
6. Do you have enough supporting data in your cost-benefit analysis? 
7. Have you approached at least one major stakeholder for preliminary support? 
8. Does your executive summary include all the essential elements and follow the same order 

as the complete document? 

Because every project is different, there may be elements that are important to your particular 
business case. This is a good point at which to step away from the document, put it away and return 
with fresh eyes. Add any new items that occur to the checklist and determine if you've satisfied their 
requirements. Once you've checked off all the items on the list and adjusted the business case 
document where required, read your document over carefully for clarity. It should flow logically and 
read well, and it should be free of grammatical and spelling errors. Run spell-check ς but keep your 
eyes open for the types of errors that spell check misses. Finally, have at least one other person read 
the document over with a critical eye.  
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Example Business Case Template  
 

Project Name: 
 

Author:  [Name] 
 

Approved by: [Name] 
 

Version [n.n] 
 

dd Month yyyy 
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Amendment History 

 

Issue Date Author Reason 

    

    

    

    

    

    

    

 

Distribution List 

 

Name Department / Organisation 
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1. Executive Summary 

 

The Executive Summary should provide a short, informative headline summary of the Business Case 
document to follow. It should typically be no longer than 1 page and contain: 

 A short narrative to identify the subject, scope, method of analysis and key results and 
findings; 

 A short list of the key objectives of the project 

 A summary of the financial metrics ( table below, provides a very basic and high-level 
example of summarizing outlay and ROI))  from the investigation, highlighting the most 
significant;  

A brief summary of the conclusions as a result of the study 

 
 
 
 

 Year 1 Year 2 Year 3 ¸ŜŀǊ ΧΦƴ Total Cash 
Outlay 

Investment Value (ϵ) ς 
Capital and Revenue 

ϵx ϵx ϵx ϵx ϵx 

Available / Committed 
Funding 

ϵx ϵx ϵx ϵx ϵx 

Return on Investment 
(ROI) 

ϵx ϵx ϵx ϵx ϵx 

 
 

2.  Introduction and Problem Statement 
 

This section should describe the setting, background and context of the Business Case.  It should 
serve to clarify and elaborate the subject matter of the Business Case.  It should clearly state the 
purpose of the Business Case, e.g. 

 To obtain financial approval to either commence a project or  proceed to the next stage; 

 ¢ƻ ŎƻƳǇŀǊŜ ŀƭǘŜǊƴŀǘƛǾŜ ǎƻƭǳǘƛƻƴǎΣ ŜǘŎΧ 
 
It should explain the objectives, un-met needs and particularly the existing or future problems that 
will be  addressed by the requirement. The objectives should be stated in clear and measurable terms 
with a specified time frame, e.g.: 

 To have improved communication systems against more competitive cost options; 

 To invest ϵxx in a performance improvement project that will ultimately provide a 10:1 return 
on the initial investment (spend to save) 

It should outline any relevant related initiatives ς is the project part of a larger programme? Are 
there dependencies on the delivery of other projects to realise the benefits? 
 
Lǘ ǎƘƻǳƭŘ ƛƴŎƭǳŘŜ ŀ ǎǘŀǘŜƳŜƴǘ Ƙƻǿ ǘƘŜ ǇǊƻƧŜŎǘ ƛǎ άright-ǎƛȊŜŘέ; that is ensuring that the proposed 
solution is realistically scoped to ensure that the benefits and costs to deliver are in line.  
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3. Market analysis: 
 

What is relevant to include in this section will depend on the type of investment.   
The purpose of a PCP is to engage and direct R&D skills towards creating the solution to an 
indentified problem or need which would not otherwise be wholly addressed by free market 
suppliers. Whilst full market engagement and market testing is an activity to be conducted during the 
active PCP project itself, evidence of sufficient supplier survey work and an absence of existing or 
near-to-market solutions must be included in the business case, else the whole argument to conduct 
a PCP is flawed. Such evidence may be historic, such as a continuous market horizon-scanning activity 
by the owning department. This section should provide a consideration of the political and economic 
environment that the project will take place in, and how those factors will (or will not) motivate 
suppliers to participate in the PCP. Factors to consider include confidence in likely supply-side 
providers being able to devise an acceptable solution, opportunities from emerging technology.   

 
 
 
4. Assessment of benefits: 
 

¢ƘŜ ōŜƴŜŦƛǘǎ ǘƻ ōŜ ƎŀƛƴŜŘ ŦǊƻƳ ǘƘŜ ƛƴǾŜǎǘƳŜƴǘ ŎƻƳǇŀǊŜŘ ǘƻ ǘƘŜ ŀƭǘŜǊƴŀǘƛǾŜ ƻŦ ΨŘƻƛƴƎ ƴƻǘƘƛƴƎΩ ǎƘƻǳƭŘ 
be summarised.  Benefits should be identified and quantified, as far as possible, in financial terms: as 
appropriate, this to include  projected cost reduction against investments, impact  if no investment,, 
reduction in risk, improvements in quality, reliability, accuracy and other tangible, non-tangible and 
ŎƻƴǎŜǉǳŜƴǘƛŀƭ ōŜƴŜŦƛǘ ƛΦŜΦ ΨǿƘŀǘ ŀǊŜ ǘƘŜ ǊŜŀƭ ōŜƴŜŦƛǘǎ ŦǊƻƳ ƳŀƪƛƴƎ ǘƘŜ ƛƴǾŜǎǘƳŜƴǘΚΩ  
 
A full assessment / explanation of the benefits should be included as an Annex if appropriate. 

 
 
 
5. Cost / Benefits Assessment 
 

This will clearly identify the cost benefit against the investment that is being made.  This should 
consist of a simplified presentation of the financial cost/benefit analysis  - presented in tables or 
graphs; 
 
This should include an assessment of: 

o Investment value ς Revenue and Capital 
o Cost Saving first 12 months (ϵ) 
o Cost Saving after first year (ϵ) 
o Depreciation costs 
o Total cost (ϵ) 
o Cash outlay (ϵ) 

 
Additionally, an assessment of unquantified Benefits and Costs, and Strategic Contribution should be 
considered: 

o Try very hard to quantify all costs and benefits 
o All direct costs should be included 
o Indirect costs should be included 
o If a non-financial benefit is significant, then define it 
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Make the impact of the benefit tangible ς describe all likely effects and implication 

 
 
 
6. Option appraisal ς Recommended option: 
 

When formulating an investment proposal the options available, includiƴƎ ǘƘŜ ΨŘƻ ƴƻǘƘƛƴƎΩ ƻǇǘƛƻƴΣ 
should be considered and compared.  Based on the outcome of the comparison of the options i.e. the 
option appraisal, a recommendation should be made for one option. 
 
The full option appraisal should include a cost/benefit/risk comparison between the options available 
ǘƻ ŀŘŘǊŜǎǎ ǘƘŜ ōǳǎƛƴŜǎǎ ǇǊƻōƭŜƳ κ ƻǇǇƻǊǘǳƴƛǘȅΦ  hǇǘƛƻƴǎ ǘƻ ƛƴŎƭǳŘŜ ΨŘƻ ƴƻǘƘƛƴƎΩΣ ōǳǎƛƴŜǎǎ ŀƴŘ 
technical options, timing options and, if at all relevant, consideration of 3rd party involvement ς 
contractors, joint ventures partnerships, PFI and funding options.  When considering options, relevant 
strategies, standards and legal requirements should be taken into account. 
 
Depending on the situation the option appraisal may be simply qualitative or a detailed analysis.  It 
may be done in two stages i.e. a broad sift of a wide range of options followed by a detailed 
examination of say, 3 of them.  

 
 
7. Key assumptions and dependencies: 
 

Key assumptions, which, if they turn out to be wrong, may affect the projection for and the eventual 
success of the investment, should be identified. 
 
Key dependencies, which if not in place may affect the outcome, should also be clearly identified. 
Comments about likely inflation rates in the cost and benefit estimates should be included in this 
section as well. 

 
 
 
8. Risk and Sensitivity analysis: 
 

The key business risks associated with the recommended option should be summarised, particularly 
those which may impact on the financial projections (costs and/or benefits).  The summary should 
include an indication of the probability and likely impact of the risks and the measures being 
proposed to manage the risk(s) and / or to reduce their impact e.g. business case review prior to 
major cash expenditure.  Political, Operational Economic / Financial and Technical (POET) risks 
should be taken into account as they could all contribute to the overall business risk. 
 
The financial projections presented in support of the recommended option should reflect the 
expected, or most likely, outcome of events.  In presenting an analysis of the business risks, the 
Sponsor should identify the major sensitivities to which the investment could be exposed, typically 
the impact of cost overruns, time slippage which may result in higher costs and missed opportunities; 
failure to achieve the development/investment period. 
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9. Resource requirements and costs: 

  

The resource requirements and costs associated with the recommended option should be 
summarised i.e. external costs for equipment, external service costs e.g. for consultancy and internal 
staff costs.  The summary is to include investment and running costs. 

 
 

Resource requirements and 
costs: 

Man years Capital 
ϵ 

Running costs                                                                                                                
per annum (range) 

External (bought in equipment) 
External services 
Internal costs 
 

   

Total 
 

   

 
 
10. Funding source / Timing / Certainty: 
 

The source and timing of the funding for the investment, be it required, known or suggested, should 
be identified and an indication given of the certainty or otherwise of the funding being available 
when required. 

 
 
 
11. Timescales: 
 

The proposed start and end dates should be given together with a list of significant (particularly 
financially significant) milestones (events with dates).  Where relevant, the milestones to include 
dates on which the investment should be reviewed. 

 
 

Main milestones and dates: Proposed start: Proposed end: 

Tba date date 

 
 
12. Comments / Issues: 
 

This section to be used if needed to draw attention to additional points or issues, which should be 
taken into account when considering the business case. 

 
 
13. Conclusions and Recommendations 
 

Bring the document to a close by concluding the findings and making recommendations. 
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14.  Appendices 
 

Appendices are where to put the detailed calculations, figures, reference material and other back up 
data that may have a limited audience but is worthy of inclusion. 
 
You should put all of the detailed calculations in Appendices ς and only have summaries in the main 
body (referring to Appendices) ς if in doubt, put it in an Appendix. 
 
Detailed Assumptions and Risks may also be placed in Appendices ς but summaries should appear in 
the main body. 

 
 
 
 


