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Both a city’s procurement budgets and challenge initiatives can 
be powerful levers in providing opportunities to small 
businesses and entrepreneurs. However, many city 
governments are yet to open up their procurement processes to 
competition. Instead some revert to traditional tendering 
mechanisms for solutions from large incumbent providers. 

“City challenges are magnets for innovation” 

High-performing cities see the value of outcome-based procurement strategies which 

invert the traditional procurement process. They work to define the challenge and then 

open up it to the wider community to submit solutions to the problem, drawing from a 

wider pool of ideas and solutions. This approach often provides answers that are cheaper 

and more effective than the city could have developed on their own. 



Barcelona City Council has successfully re-defined the way they conduct procurement. 

Two initiatives highlight their leading practice. 

The first is the Barcelona Open Challenge, which set out six challenges for businesses 

and entrepreneurs to provide solutions to transform public space and services: 

1. Reducing bicycle thefts in the city 

2. Empowering support systems to reduce social isolation 

3. Monitoring pedestrian flows in the city 

4. Tools for digitisation of museum and archive collections 

5. Automatic detection and alerts of damaged road surfaces 

6. Empowering local retails through technology 

The Challenge sought to procure innovative solutions, support winning companies and 

validate projects. Winning proposals were provided with guaranteed public service 

contracts and office space from which to run their operations. 

The Barcelona Urban Lab which predates the Open Challenge, turned Barcelona into an 

urban laboratory where public spaces were used as a testing ground for new products and 

services. 

The CITIE team met with Josep M. Pique, CEO of the Office of Economic 

Growth, and Anna Majó, Director of Strategic Sectors and Innovation at the 

Barcelona City Council to discuss the city’s approach to procurement and how others 

can learn from the progress that they have made. 

There are five key lessons to Barcelona’s success: 

1. Build user-centricity into the design of procurement tenders 

“The shift involved moving from a view of protecting government 

to one of making it easy to participate.” 

When designing the Open Challenge the original Request for Proposal (RFP) was 60 

pages. Barcelona realized that to attract new entrants they would have to think about the 

accessibility of procurement tenders. This meant minimizing pre-qualifying requirements 

and working to clearly articulate the challenge.  Long, complicated tendering procedures 

create a significant barrier to entry for small businesses and entrepreneurs who often lack 

the capacity and experience to successfully fulfil the criteria. 

Making this change required a shift of perspective from viewing complex RFPs as 

important for “protecting government” to one where the goal is making it “easy to 



participate” in procurement. This meant a careful balancing act between the rigour 

required for risk management, and ease of use for enhanced access. 

Barcelona worked with Citymart to make the process as frictionless as possible, 

simplifying their tendering documentation and clarifying messages into key components. 

The final package for all six city challenges was significantly reduced to make the tender 

easy for entrepreneurs and SMEs who were not used to presenting their solutions through 

public tender documents. 

“We used the resources at the cities disposal to promote the 

challenge.” 

2. Make procurement opportunities visible to new entrants 

“The role of a city manager is changing to defining the challenge 

and bringing in innovators from outside to solve the problem.” 

Small businesses and entrepreneurs lack the time and resources to keep up to date with 

procurement opportunities as they arise. This often results in the same applicants 

submitting proposals, limiting the pool of new ideas. 

Barcelona identified this early on when designing the Open Challenge and with Citymart 

reached out directly to 200 pre-identified companies for each of the six challenges. They 

estimated on average that each firm required five unique outreach efforts to recognize the 

opportunities available, a large but important task. 

Barcelona used the resources at its disposal to greatly enhance the visibility of the Open 

Challenge. The city placed advertisements on subway cars, billboards, buses and social 

media. The marketing campaign was highly successful with the website receiving an 

unprecedented number of hits and many start-up entrepreneurs tweeting when they were 

in the process of submitting a new proposal. 

3. Signal commitment and offer the right incentives 

For a challenge prize to be successful the city needs to clearly signal commitment to the 

businesses taking the time to submit proposals and help them de-risk the investment of 

their time and money. 

“Cities need to signal a commitment to procuring innovative 

solutions.” 

Practitioners looking to employ a similar model in their own municipalities will need to 

be ready to demonstrate a serious commitment to creative business ideas and a 

willingness to invest, both financially and with business mentoring support. In Barcelona, 



the winner of each of the six Open Challenges was rewarded with a full procurement 

contract, allowing them to use Barcelona City Council as a first customer for their ideas. 

The City set aside €1 million euros for the initiative with anything between €60,000 and 

€250,000 on offer for each individual challenge. Winning firms were also provided with 

office space to run their projects from. 

4. Adapt the role of the city procurement manager 

Using collaborative procurement methods that engages with entrepreneurs and innovators 

requires a fundamental shift in the role of the city procurement manager. 

Procurement managers, rather than defining prescriptive solutions behind closed doors, 

need to move towards acting as facilitators, collaborators and challenge setters. In 

Barcelona, the city manager’s role is to define the challenge and bring innovators in from 

the outside to solve the problem. 

Building these new skills sets takes time and requires training, restructuring and a 

fundamental re-conceptualization of the role of a city procurement manager. 

5. Set up an urban laboratory to test and validate new ideas 

City challenges are potential business opportunities for innovators and entrepreneurs. 

However, to be successful new innovation requires application and testing in a real-life 

environment. 

“Successful innovation requires application and testing.” 

The program launched in 2008 and is based within the 22@ innovation district. The 

Challenge supported companies to trial innovative products and services in public spaces. 

The city has found a low cost way of creating value by using existing city resources and 

open innovation methods. The annual cost of the program is approximately €250,000.The 

Barcelona Open Challenge is an evolution of the Barcelona Urban Lab, linking the 

innovation process with real procurement. By turning the city into an urban laboratory it 

supports solutions that help solve urban challenges where innovation can be tested and 

validated. 

The Urban Lab has the twin goals of achieving better outcomes for citizens and 

supporting commercially successful local businesses. Additionally, by enabling 

businesses show the value of their ideas at a local level, it helps support them grow 

internationally. 

Of the 16 pilot projects the Urban Lab has supported so far, the city’s Office for 

Economic growth has estimated that 90% have gone on to develop a business based on 

their pilot. 



O P E N I N G  P R O C U R E M E N T  

T O  S T A R T - U P S  A N D  

I N N O V A T I O N

 

In the first of our series on City Leaders turning insight to 
action, we present three key takeaways on “City as Customer” 
from the Barcelona Smart Cities Expo CITIE working session. 

CITY LEADERS TURNING INSIGHT TO ACTION 

– OPENING PROCUREMENT TO START-UPS AND INNOVATION 

Building upon the success of the CITIE framework, the CITIE-consortium hosted a 

working session with a select group of global city leaders and policy experts at the 

Barcelona Smart Cities Expo.  Over 15 cities sent representatives to the session, where 

we explored two of the key policy roles in detail, City as Customer, and City as Datavore. 

http://www.citie.org/
http://www.citie.org/customer
http://www.citie.org/datavore


City governments are big spenders, accounting for $4.5 trillion in goods and services 

globally. For example, New York City spent $17.8 billion in 2014 and the Greater 

London Authority’s budget for 2015/16 is £16.7 billion. But relatively little of that 

spending finds its way to start-ups. Cities’ lack of transparency in procurement processes, 

a preference for large, integrated contracts and an aversion to working with unproven 

ideas or suppliers, all create barriers for new players. Procurement processes also often 

serve to inhibit innovation. They offer few incentives that SMEs and entrepreneurs need 

in order to develop new ideas, prototypes and pilots. 

To understand these barriers and the extent to which city leaders are seeking to remove 

them, we asked them about their procurement. Was it accessible to new businesses? And 

did it actively seek out innovation? What we learned is set out below, along with some 

examples of the positive actions cities are taking to encourage more innovation and 

incentivize start-ups: 

  

1. Define targeted problem statements 

Increasing numbers of cities are turning to challenge-based and open procurement 

methods. They’re becoming more like an accelerator, collaborating in the innovation 

ecosystem. They are emphasizing the need for shared visions, backed with collaboration 

and early commitment from the city and its departments. 

For example, Chicago’s UI LABS brings industry and universities together to define 

problems and develop partnerships for new solutions. Its uses interview, research and 

discovery processes and user engagement workshops to identify challenges and 

investigate innovative solutions. 

  

2. Open and transparent procurement 

Leading cities are pursuing greater transparency about what and how they procure. That’s 

both in response to citizens’ concerns about how budgets are spent, and to support 

companies tendering for contracts. 

Since 2012, Helsinki has published open data about everything it procures. The database 

now covers €2.2bn in purchases. Globally, initiatives such as the Open Contracting Data 

Standard are driving global standards for publishing contracting data and documents in an 

accessible, structured and repeatable way to help drive transparency and anti-corruption. 

Startups are getting in on the act too. Government procurement data experts, Spend 

Network, incubated by the Open Data Institute, provides a commercial service analyzing 

public procurement data. 

http://www.uilabs.org/
http://www.hel.fi/www/uutiset/en/kaupunginkanslia/procurement-data
http://standard.open-contracting.org/
http://standard.open-contracting.org/
https://spendnetwork.com/
https://spendnetwork.com/
http://opendata.institute/


Barcelona’s Open Challenge, an early pioneer, sought to lower barriers to entry, and 

increase visibility by advertising procurement opportunities on the metro. More than 

50,000 citizens and entrepreneurs responded and the city received 119 bids. As a result, 

12 new businesses were created. The process itself was faster, lower cost and delivered 

higher quality results than standard approaches. 

                                                           

3. Engage and stimulate the market 

Cities’ tendency to procure from a list of approved and known suppliers limits the 

potential for new companies and innovations to reach the market. As they may not 

always have the capacity to know the full range of solutions available, cities should 

therefore seek to engage intermediaries that will test the market, gather knowledge and 

encourage diversity in the marketplace. 

Peterborough DNA, winners of the Barcelona Smart Cities Award, demonstrates this 

approach. The city needs solutions tailored to its needs, but these are not always new. 

Often the city wants to identify existing solutions that it can support to scale up and co-

develop. To do that, Peterborough DNA gathers market intelligence about what’s already 

in the market, engaging with its local ecosystem to explore existing solutions that can be 

adapted and scaled, putting big businesses and small companies together. 

  

The innovation and energy that start-ups can bring to solving cities’ challenges is 

something that cities should work hard to cultivate. Making changes to procurement 

approaches is a good place to start. By using their position as powerful buyers, cities can 

both find new ways to solve old problems and stimulate economic growth. 

 

http://bcnopenchallenge.org/
http://www.peterboroughdna.com/

