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Nordic co-operation

Nordic cooperation is one of the world’s most extensive
forms of regional collaboration, involving Denmark, Finland,
Iceland, Norway, Sweden, and three autonomous areas: the
Faroe Islands, Greenland, and Aland.

Nordic cooperation has firm traditions in politics, the econ-
omy, and culture. It plays an important role in European and

international collaboration, and aims at creating a strong
Nordic community in a strong Europe.

Nordic cooperation seeks to safeguard Nordic and regional
interests and principles in the global community. Common
Nordic values help the region solidify its position as one of
the world’s most innovative and competitive.
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1 Preface

We are witnessing a growing global demand for health

care solutions. In other words, there is an important global
market for Nordic companies specialized in health care
solutions. How can this potential be released? And how can
public-private collaboration in the health sector promote
innovation and a global competitive Nordic health sector?

These are two of the questions the Nordic Ministers for Busi-

ness Affairs have put on the agenda.

Public-private collaboration holds great potentials for both
the public and the private sector. The need for better and
more efficient health care solutions is global, which is why
this is an area with a substantial business potential. The
public sector constitutes a large proportion of the Nordic
health care services. Therefore, there are many benefits in
using public-private interaction strategically to strengthen
competitiveness in the private sector and develop new solu-
tions for the public health sector.

Many of the Nordic countries have already taken important
steps such as the Public Welfare Technology Foundation

and the Business Innovation Fund in Denmark. The Nordic
countries share many similarities and Nordic collabora-

tion on better frameworks for public-private collaboration
on innovation holds an important potential. Therefore, the
Nordic Ministers for Business Affairs have put public-private
collaboration on the agenda. This report presents a study on
public-private collaboration in the Nordic health sector and
suggests new policy recommendations for future initiatives
and actions at national level and across the Nordic countries.

The report has been prepared by the Nordic consultants
DAMVAD, Econ Poyry and Oslo Economics for the meeting
of the Nordic Council of Ministers in October 2010, and

the conclusions are those of the authors. However, | am
convinced that the study will be useful in our future work
towards improving the Nordic conditions for innovation and
creating better services in the health sector.

%-(\@w H L,lpl\i}\b?-\
Brian Mikkelsen

Minister for Economic and Business Affairs

Copenhagen 22 September 2010
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2 Introduction

In the last 50 years expenditures on health care have grown
by 2 percentage points in excess of GDP growth across all
OECD countries. As a result, health care has become a much
bigger part of most of these economies. If this development
continues, health care will consume a larger proportion of
the developed nations’ wealth, and most OECD countries will
spend more than a fifth of GDP on health care in 2050.!

In the Nordic countries, this development poses a challenge
in terms of increasing financial pressure on the health care
sector. On the other hand, it also implies that there is a
growing global market for health care solutions for innova-
tive companies. Because health care in the Nordic countries
is dominated by the public sector, collaborations between
the public and the private sector are needed if the business
potential is to be exploited and the health care service im-
proved.

There are different ways public and private actors can col-
laborate which differentiate themselves by the degree of
deliverables and purpose of the collaboration. At one end

of the collaboration spectrum there are public procurement
and outsourcing which are characterised by specific deliv-
erables in terms of standardised products and solutions. In
the middle of the spectrum is pre-commercial procurement,
where public authorities act as the demanding first buyer.
Finally, there are public private partnerships and public
private collaboration on innovation, which are characterized
by knowledge diffusion and development of less defined
deliverables. This study primarily focuses on public procure-
ment, pre-commercial procurement and public private col-
laboration on innovation.

1) McKinsey (2008): “Health care cost. A market based view”.

6  Introduction

A broad definition of health care including products, serv-
ices and solutions is applied in this study. This implies that
health innovation covers technology, as well as new ways of
delivering and organising services.

The focal point in this study is on how to promote innovation
and entrepreneurship, encourage good and effective public
private partnerships in the Nordic countries, and how to ex-
ploit best practice in the Nordic countries to improve innova-
tion systems in the health sector.This study builds on a map-
ping of the health sector in the Nordic countries, a survey
distributed among Nordic health experts and practitioners, a
workshop in each of the Nordic countries with stakeholders
in the health sector and industry, and case studies of best
practices on health innovation in public private collaboration
in each of the Nordic countries.
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3 Mapping of the Nordic Health care sector

The Nordic countries, with the exception of Finland, have a
higher health spending per capita than the OECD average,
and 80 to 85 percent of health spending is funded by public
sources. Just like the rest of the OECD countries, the Nordic
countries have also experienced an increase in their expend-
iture on health per capita since the late 1990°s with Norway
seeing the highest increase in health spending.

According to OECD health data, the total Nordic market for
health solutions amounted to USD 89 billion in 2007, includ-
ing both public and private expenditures on health solu-
tions. When development in health expenditures from 2003
to 2007 is projected for 2010, the total Nordic health market
will reach USD 103 billion. This indicates the vast market
opportunities that exist for companies in the Nordic health
industry.

Figure 3.1 Total expenditure on health per capita in the Nordic countries, 1998-2007
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The Nordic countries have major business strongholds in the
health industry. The strongest and most developed indus-
tries are to be found in the areas of pharmaceutical, biotech-
nological and medical technology in Denmark and Sweden.
But Norway, Finland and Iceland also have interesting and
growing health industry segments.

The largest turnover in the health industry in the Nordic
countries is made up of Swedish enterprises with Danish
enterprises coming in as a close second. This is also re-
flected in the employment performance of the two countries.

However, the most productive companies measured by the
gross value per employee are to be found in Norway in the
manufacturing of basic medicines, and in Sweden in the
manufacturing of pharmaceutical products.

The mapping of the health industries in the Nordic countries
focus on welfare technology, pharmaceuticals, assistive
technology, medico-technical equipment and automation
and tele-communication. The service industries and public
private collaboration in regard to service innovation in the
health care system are however part of the case studies.

Figure 3.2 Turnover in the health industry in the Nordic countries (in million €), 2007.
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4 Health innovation across the Nordic

countries

The study shows a high degree of similarity between the
Nordic countries when it comes to public private collabora-
tion on innovation and the experienced barriers to innova-
tive solutions in the health care sector.

The Nordic countries have experience of different types of
public private collaboration. Public procurements play a
significant role in the interaction between public and private
sector when it comes to procurements of standard products
and solutions in all the Nordic countries. None of the Nordic
countries have significant references from pre-commercial
procurements. There is an increasing focus on public private
collaboration on innovation.

Most of the public private collaboration projects take place
on either a regional or a national level in most of the Nordic
countries. The study shows that none of the countries, ex-
cept from Iceland, have extensive collaboration across na-
tional borders when it comes to public private collaboration
in health care innovation. In addition, the target markets
for development of health products or services are mostly
national markets. It is considered that health products and
solutions are only relevant in a local context and to some
extent that there are barriers towards entering the Nordic
market.

Entrepreneurs seem to be included in public private collabo-
ration on innovation based on skills and competence towards
the project. In regards to public procurement processes en-
trepreneurs in all the countries experience barriers concern-
ing their participation because of tight focus on price.

The issue of gender and its effect on health innovation is
remarkably similar in all the Nordic countries. The study
shows that gender is not considered an issue or a barrier to
public private collaboration on innovation. Instead there is

an emphasis on selection of collaboration partners based on
skills and qualifications.

Across the Nordic countries, potential of collaboration is
related to the experience that the quality of products and
services is improved in a way that could only be obtained
through collaborating across the public and private sector.
The study has also demonstrated benefits of collaborating
experienced by the private actors relating to potentials in
increased market share.

Barriers to innovation and public private collaboration are,
to a large extent, inter-Nordic. The most common barriers
are:

e lLack of flexibility in law and regulation, especially regu-
lation of public procurements, is an important barrier
in all the Nordic countries. Lack of flexibility seems to
some extent to be due to inadequate knowledge on how
to use the more flexible mechanisms and to a tight focus
on costs in the procurement processes, rather than to
actual lack of flexibility in the regulations.

e Inadequate economic conditions are also highlighted
as a barrier to public private collaboration in several of
the countries, e.g. lack of private venture capital, lack of
policy measures to stimulate private investments in in-
novation and lack of support systems to enhance public
private collaboration.

e There are cultural barriers between the traditional public
health sector and private sector business development.
Innovation practices must adapt to the cultural codes in
the health sector to succeed. The study also underlines
that collaboration is hindered by lack of trust between
the public and private sector.

Health innovation across the Nordic countries 9
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e The study also implies that lack of knowledge-sharing
across the Nordic countries constitutes a barrier to fur-
ther development of innovative solutions in the health
care sector. A high degree of national-oriented mind-set
in the Nordic countries composes a barrier to increased
collaboration across the countries.

4.1 Iceland

The study on Iceland presents several examples of collabora-
tions between the public and private sector regarding health
products and solutions. In particular private and public
actors collaborate through public procurement processes
when standard solutions are required and price is the impor-
tant parameter, and form collaborations around user needs
when innovation of new products and solutions are central.

In Iceland personal relations and networks work as an infor-
mal, but strong mechanism to establish collaborations with
relevant actors in the health sector. Consequently, there is
a lack of formal mechanisms that support initiation of col-
laborations affecting projects where personal networks are
inadequate. Selection on participants primarily reside on
skills and competences, and not gender.

The study has emphasised the international orientation in
innovation projects on Iceland, both with regards to partici-
pants in innovation projects and concerning target markets.
The Nordic countries and the United States are the main
areas of attention for Icelandic health innovators. It is high-
lighted that the Icelandic home market is considered a test
market before global markets are approached.

Potential for collaborating in public private is related to
synergies leading to better health products. The largest
barriers in Iceland relate to lack of policy frames and sup-
port systems to enhance collaboration whereas a national-
oriented mindset in the Nordic countries compose a barrier
to increased collaboration across the countries.

10 Health innovation across the Nordic countries

4.2 Finland

The study on Finland shows various examples of public pri-
vate collaborations. Three types have been dominant; public
procurement, public private partnerships and public private
innovation. Collaborations on innovation are used exten-
sively in development projects aiming at providing inputs

to new public solutions and services whereas procurement
processes are applied across the public and private sector in
Finland concerning new health products and solutions

Finland has a pronounced focus on including entrepreneurs
in public procurements, and there is emphasis on providing
smaller companies with access to the health care market.
The participation of entrepreneurs is aided through special
initiatives providing information and access to networks, as
well as a coordinated action to get several entrepreneurs to
make a bid for a tender as a group thus enabling a combined
larger quantity adhering to requirements on price, which
often form a barrier to entrepreneurs’ participation in public
tenders.

User-driven methods are widely used in innovation projects
as user perceptions are considered important within the
health sector, while the Finish study shows very little collab-
oration with Nordic partners on health innovation projects.

Potential from public private collaboration is that it made the
participants more innovative and improved work processes
by bringing in new ideas and technical know-how and by
providing better products and services to the citizens. The
most common perceived external barrier to public private
collaboration is lack of flexibility in laws and regulations and
contractual rules.



4.3 Sweden

The study on Sweden discusses different types of public
private collaboration. The informants in the study have un-
derlined that public private collaboration creates synergies
making it possible to develop new and innovative solutions.

The public procurement processes may be adopted to in-
clude innovation but this option is rarely used. Cultural barri-
ers seem to be more important than the legal when it comes
to the strategic orientation of the processes. In general there
are massive cultural barriers between the traditional public
healthcare sector and private sector business development.
Innovation practices must adapt to the cultural codes in the
healthcare sector to succeed.

The Swedish study indicates that entrepreneurs are included
in health innovation projects, however they experience dif-
ferent barriers in developing their innovative ideas. Public
procurement requirements and the financial and time cost of
participation in standardization processes have been raised
as main issues.

Lack of private venture capital and lack of public measures to
stimulate private investments in innovation are barriers for
development of research based innovation. The study also
points to limited resources and lack of incentives to stimu-
late user driven innovation.

There is limited experience in collaborating with Nordic part-
ners, not necessarily because of a high cost of cooperation
with Nordic partners but because the transaction costs with
regional and national partners are even less.

4.4 Norway

The study on Norway discusses different types of public pri-
vate collaboration, from public procurements to public pri-
vate collaboration on innovation. Important positive results
from public private collaboration are synergies between the
fields of expertise comprised in the collaboration team.

The study indicates barriers to public collaboration on in-
novation related to the public procurement processes when
it comes to the strategic orientation of the processes. The
study further points to lack of trust between public and pri-
vate partners, lack of private venture capital and lack of pub-
lic measures to stimulate private investments in innovation
as a barrier to development of research based innovation.
The study in addition points to limited resources and lack

of incentives to stimulate user-driven innovation. The newly
EU-awarded public research and development contract (OFU)
is an example of a successful approach to funding public
private collaboration in innovation.

Entrepreneurs experience different barriers to developing
their innovative ideas. Entrepreneurship arising from em-
ployees in the health sector is not always easy to develop,
depending on where the innovative initiative is generated.
Public procurement requirements are also difficult for an
entrepreneur or a small contractor to satisfy.

The study has also identified lack of knowledge-sharing
and funds to support projects that cut across the Nordic
countries. There is very limited experience in collaborating
with Nordic partners. None of the projects explored had co-
operations with Nordic partners and the participants at the
workshop also had little experience with this.

Health innovation across the Nordic countries 11
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4.5 Denmark

The study on Denmark shows that private and public actors
find multiple ways to collaborate within the health sector,
with public procurement and public private collaboration on
innovation being the most outspoken in the study. Whereas
innovation projects often succeed in developing good prod-
ucts and solutions, there are some difficulties relating to
bringing the new products to market and ensuring a proper
integration of solutions in the organisation. Public procure-
ment is an integrated form of collaborating and is primarily
preferred when standardised solutions and products are
required as price is the most dominating parameter in pro-
curement processes.

Entrepreneurs are not common as partners in Danish public
private collaborations on innovation, and the narrow price
logic of public procurement is part of the explanation. Inno-
vation projects however, to some degree experience entre-
preneurial spin-offs. User-driven methods are considered an
important part of public private collaboration on health inno-
vation projects and thus various degrees of user involvement
were detected in innovation projects. In public procurement
the inclusion of users was not common however practices
with the involvement of users in selection of tenders are an
emerging trend.

12 Health innovation across the Nordic countries

The study indicates that despite various initiatives within
health innovation in Denmark there is very limited experi-
ence in collaborating with Nordic partners and the Nordic
market is often not considered in development phases of
Danish health innovations. The potential of collaboration
relates to the fact that better health products are developed
than what could have been achieved alone. Cooperation
across the Nordic countries is hindered because of lack of
knowledge on Nordic markets and structural set-up and ad-
ditionally Danish public innovation programs has a dominat-
ing national focus in its appropriation process which does
not encourage the injection of a Nordic dimension.



5 Policy recommendations

The Nordic countries have initiated a large number of inter-
esting initiatives, collaboration and innovation activities at
all levels. There is a potential to become the attractive front-
runners in the field of health innovation that we need be.

The study provides inspiration to a number of recommenda-
tions on new initiatives, which must be implemented if the
Nordic countries want to exploit their future potential for in-
novation and entrepreneurship within health. We emphasise
a need for action in areas where there is a lack of initiatives,
or where the impact of initiatives can be strengthened. The
connection between results and recommendations is summa-
rized below.

National policy recommendations

There are many potential initiatives which can be taken at
the national level.

Implement strategic procurement through health
innovation demand

Itis necessary to coordinate health innovation strategies
with institutions at all levels and in the different sectors to
work together to establish a demand for health innovation
in the health system. On the daily operative level there is a
need to integrate purchasing departments and the develop-
ment departments.

National focus

Great potential for the health systems to drive innovation

Public actors are uncertain about how to use pre-commercial

procurement

There is lack of finance for and focus on commercialisation
and implementation

Implement strategic procurement trough health innovation
demand

Clarify rules on pre-commercial procurement

Emphasis on commercialisation and implementation

Nordic focus

Access to the Nordic market takes a lot of time for new
solutions and entrepreneurs

There is little incentive and funds for Nordic health
innovation projects

Potential in exploiting and cross-fertilizing competences
across the Nordic countries

Difficult approval of research projects
Many great examples to be spread in the Nordic countries.

Lack of knowledge about the impact of organisation on
health innovation level

Simpler permission for new health solutions

Collaboration among National and Nordic funding
institutions

Link health clusters on Nordic commercial platforms

Cooperation among ethical committees
Best practice sharing and health innovation statistics

New inspiration on international models of health innovation

Policy recommendations 13
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Clarify rules on pre-commercial procurement

We advise the Nordic countries to clarify and communicate
the rules on pre-commercial procurement. A way to do this
is to make guidelines and examples of contracts which are
easy to use for public buyers.

Emphasis commercialisation and implementation

We propose that the Nordic countries support the new solu-
tions in the —pre-commercialisation and implementation
phase. National and regional public innovation programmes
shall require that public private collaboration on innovation
projects shall document the expected outcome and how
they will implement it or how it can be sold on the market.
Network and knowledge diffusion units must focus on com-
mercialisation and implementation.

Nordic initiatives

We propose that the Nordic countries make a common strat-
egy with clear goals and specific measures to exploit the
potential of health innovation.

Collaboration among national and Nordic funding
institutions

We propose to open national initiatives for co-financing
Nordic public-private innovation projects. Nordic projects
should be eligible at the national programmes, making Nor-
dic calls or to prioritise Nordic projects and communicate
these possibilities to actors. Furthermore, the Nordic coun-
tries should explore the possibilities of using the opportuni-
ties in the European framework programmes.

Simpler permission for new health solutions

We propose to implement a simpler model for permitting
new health care solutions to be used within the health sec-
tor in the Nordic countries. We propose finding out ways of
standardising approval procedures and assuring that getting
permission opens up a Nordic market.

14 Policy recommendations

Cooperation among ethical committees

We propose to make it easier to conduct Nordic health re-
search and innovation by establishing collaboration among
Nordic ethical committees for Nordic projects.

Link health clusters on Nordic commercial platforms

We propose to map clusters, competences and actors in the
Nordic countries as a first step to link cluster organisations
or other driving actors through networks and establish a set
of Nordic health innovation commercialisation platforms.

Best practice sharing and health innovation statistics

We therefore propose that Nordic knowledge diffusion
should be ensured between actors. In practise we propose
to set up a virtual Nordic Health Innovation Centre consisting
of key actors within this field, who are to develop and spread
knowledge to each other and further to other actors in the
individual countries.

New inspiration on international models of health
innovation

We suggest that research of the international models of
health innovation is initiated in order to analyse and un-
derstand the effect of different organisational models and
financing schemes on health innovation outside the Nordic
countries.
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