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AND WAY FORWARD
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ROLE OF SMEs IN SUPPLY CHAINES

»SMEs are valuable contributors to any supply chain, including in the

space sector where they contribute at different levels:
v'Those with a science/engineering expertise contribute directly through
ESA;
v'Those with a manufacturing expertise contribute to space and/or the
commercial market through ESA prime contractors

»Thanks to their flexibility, their dynamism and their innovation capacity,
SMEs are recognised as playing a significant role in underpinning
European competitiveness and industrial productivity in general.

»However, SMES’ participation in the large European projects in
general, (including space) has not yet reached its full potential: these
projects present some technical challenges representing significant
barriers for those willing to contribute;
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ENTRY BARRIERS FOR SMEs

»Lack of know-how and of human resources to assimilate and apply
v'space engineering requirements
v'Industrial processes and standards
v'"Management procedures for multi-partner, trans-national projects

»Insufficient Resources in terms of enabling facilities
v'To test & validate their technologies in conformance to space requirements

»Vertical integration and mergers of space industry
v'"New R&D “supply chain” changing the procurement policy of large integrators

»Large size & complexity of ESA projects, procedures and/or of the EU,

»Low investment in R&D in the European SMEs
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ESA SME POLICY

1. The 1997 M-Council called upon ESA to set aside a special place for
SMEs with balanced access to its technology activities by:

a) Making firm provision to involve SMEs in technology work plans;
b) Offering SMEs technical support from experts and laboratories.
c) Tailoring the rules on co-financing to the size of enterprises;

2.  SME Initiative Approved by IPC on 4.3.98.

3. Ministerial Council of May 1999 Put it on a permanent footing ,
and asked ESA to further develop the action taking into account the
experience gained during the trial period.

4. The November 2001 M-Council resolution CONFIRMS the important
role played by SMEs in creating a dynamic of growth and employment in
Europe in all areas, and in particular in developing downstream services,
products and technology derived from European space programmes, INVITES
the Director General to reinforce the action taken by the Agency in this
respect, and STRESSES the need to exploit the synergies with the European
Union and national agencies.
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ESA STRATEGIC OBJECTIVES

ESA intends to derive maximum benefit of the innovative, dynamic and
entrepreneurial SMEs, through the use of their skills, expertise and cost effectiveness
to the benefit of its Programmes; To this end, ESA intends:

» to promote spin-in of SMEs’ technologies/products when cost effective and useful
for its programmes;

»To help SMEs boosting their Skills and their Expertise and ease their participation to
ESA Programmes and activities

»To support the sustainability of their business through for example the transfer of
their space technologies to other applications and markets, incubation, etc.

»To provide transparency and improved information on its programmes and
procurement procedures

ESA has support actions in all these fields, and continuous improvement of its tools
and approaches is one of the Agency policy.
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THE SME INITIATIVE CONTENT

The SME Initiative consists in a variety of measures, ranging from
funding of technology actions to delivery of Training. Typical actions:

Dedicated technology programme encouraging Spin-in (LET-SME)
Help to SMES’ activity Diversification (Technology Transfer, etc,)
Provision of Training and technical support to SMEs

Provision of better information and Networking Possibilities
Simplification and Streamlining of Procedures for Small Contracts
Facilitating Access to ESA Technical Facilities and Experts

o Gk owhE

Last action not sufficiently covered: ESA staff workload too high.

e SineQuaNet
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SineQuaNet OBJECTIVES

SineQuaNet, a project co-funded with the DG/RTD will not solve
all SMEs’ entry barriers, but will help

»Improving SMESs’ skills and competences in order to ease their
participation to the space programmes.

»Improving their competitiveness in the space market, but also in the
non-space market, in order to limit their over dependency on space,

»Facilitating the emergence of innovative clusters of specialised
SMEs, as recommended in the EC Communication on industrial
Policy in an enlarged Europe (COMM (2002) 714.)
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WHAT IS SINEQUANET ?

» A network of human resources and enabling tools to support SMEs.

»SineQuaNet (Space INtelligence, Engineering, and QUAality
NETwork), will be focused on engineering processes. Ilts members will
give either hands-on support services or training to SMEs. Typically:

v'Help SMEs maturing/validating technologies through guidance,
process specification for optimisation, testing, etc.

v'Help them understanding & fulfilling specific space requirements
(vibrations, structures, EMC, PA/QA, materials, etc.);

v'Help them take benefit of best industry practices to foster their
efficiency & productivity
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WHO WILL BE INVOLVED ?

No duplication, no competition with existing service providers,
but complementarities and cooperation

»Experts will be hired wherever available
v'from SMEs themselves,
vlarger groups,
v'Research Organisations,
v'ESA, other networks, etc.

»A win-win situation. The service being offered against payment:
v'SMEs will use high experienced engineers and specialists without
disturbing their HR policy, and adequate facilities without need for investment;

v'The service provider will maintain an even workload for its staff, alleviating
its salary cost, optimising the use of its technical infrastructure, thus
improving its Rol.
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DEVELOPMENT APPROACH

A phased approach, each of them aiming at reaching a given level of Service
capabilities and at preparing the needed tools. Phases and content are under

definition within the present Phase-A, but hypothesis:

Phase-A: Establishment of the network baselines, preparation of part of its
tools, and testing of few of its functions;

Phase-B: Completion of Tools elaboration (Databases, etc.), start of real service
organisation and provision;

Phase-C: Concept consolidation; Service provision with SMEs paying part of
the Cost according to a TBD share to be established

Phase-D: SMEs paying a higher share of cost.
Full autonomy and self sustained SineQuaNet, functioning with a minimum
number of fixed staff (2/3) for administrative & programmatic functions

But, no budget for future phases has been secure so far.

10
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WAY FORWARD

A a number of actions are planned to be taken by ESA to optimise its action:

Communication & discussion with the SMEs community

To reflect on their needs and find the best way that will increase their participation
in our programmes;

Increased Support to SMEs by technology action

ESA will continue taping the SMESs’ innovation potential, and will seek through
communication and consultancy of the representative associations, the best
ways to ascertain the participation of this category of firms to its programmes.

Coordination & streamlining of our actions targeting SMEs for a

better out-reach;

ESA has presently different initiatives targeting SMESs, in different directorates.
ESA overall action will undergo a coordination exercise to help SMEs finding
their ways through ESA and its programmes, and simplifying their access.

11
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WAY FORWARD, Continued

Fostering exploitation and dissemination of space technoloqgies through SMEs

SMEs are the best vector for Technology transfer, and ESA will continue helping
them to disseminate these technologies, to create a synergy between the developers
and the users and to generate a dynamic of growth and employment in Europe.

Institutionalisation, promotion and synergy

» Actions that proved to be useful will be continued and strengthened

» Synergy of action with other actors (e.g. with the EC, the national Agencies and
Primes will be sought.

Provision to SMEs of coherent information on ESA programmes
» Different sources of information exist on ESa programmes and on business
opportunities. A streamlining of the communication tools will be conducted

»Progressive improvements to streamline ESA’s procurement process for small
contracts, have been taken since the second quarter of 2006, and will be pursued
with view to simplify SMEs bidding process

12
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