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Demand-led innovation, some shared 
experiences

• Users are key agents of demand-driven innovation.
• Innovations that are initiated by users or with a strong input from 

users have higher rate of commercial success.
• Governments are beginning to recognise the important role of 

users in the success of innovations in the market and are 
developing programmes to support and facilitate users engagement 
in innovation. 

• Most government programmes remain in their infancy/pilot phases.
• They tend to focus on areas with strong public interest, such as 

health, housing, and education.
• They tend to attract small firms usually under 59 employees. 



-continued
• Not all firms understand the role of users in the same way, 

and for many users’ engagement is still largely about ‘testing’ 
ideas and not ‘sourcing’ innovations. 

• Many firms find it difficult still to mobilise users for the 
benefit innovation.

• There is therefore a great need for a more effective 
management of businesses interaction with consumers. 

• For many businesses, employees remain their main source of 
innovation, and internal incentive mechanisms (via autonomy, 
prizes, etc.) are seen as more important tools for innovation.

• Thus the extent and the importance of users engagement in 
the innovation activities of firms will vary between sectors 
and types of goods and services produced.



Challenges for Demand-Oriented 
Innovation Policy

• Public sector’s complexity makes governance, coordination 
and strategic planning more difficult.  This makes  also creates 
ddifficulty in identifying needs(private, public, societal, 
global).

• The skills and competencies in the public sector are often not 
adequate to drive innovation in the business sector. 

• The prevalent culture in the public sector encourages risk 
averseness and not innovation. 

• The public sector is often constrained by budget cycles and 
budget cuts, and many decisions are grounded in cost saving 
and not are not innovation oriented. 

• There is often a lack of structures that allow to share best 
practice.



Challenges for Demand-Oriented 
Innovation Policy- continued

• Matching supply with demand requires building bridges along 
the value chain and this takes time.

• Demand-led innovation will always face the disincentive of 
low cost being the main driver of contract award for many 
organisations, particularly in the public sector.  

• Many firms (42%) do not see public procurement as a relevant 
source of business (EC barometer).

• Standards remain fragmented across countries and hence 
creating barriers to economies of scale.

• Innovation often is not in the mind of regulators when new 
regulations are made. 



Lessons for Policy

• Governments need to align technology-push and demand-pull policy
instruments.

• Governments need work towards creating shared visions with
industry (e.g. through the creation of sectoral roadmaps).

• Governments need to recognize the differences between sectors and
that one size fits all won’t work.

• Governments need to focus less on the initial 'commercialisation'
and 'take-off' of innovation and more on the wider diffusion and
acceptance of innovation.

• Government should not seek to use public procurement to protect
national industries/firms from competition or pick winners

• Governments need to explore ways of making consumers
preferences and ideas more embedded in the innovation activities of
firms.

• Governments need to develop policy intelligence to evaluate demand
interventions but also to make gains visible at the political level6


