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	INFORMATIVE NOTE
	Date: June 15th , 2010 

	Subject: 
	Public Innovation Procurement in The Netherlands

SBIR Dutch Programme: a pioneer experience

	RELEVANT ASPECTS

	The Netherlands has implemented the Small Business Innovation Research Programme (SBIR) and other public innovation procurement programmes (PIP) for enhancing innovation.
These programmes are part of an interministerial project on societal issues led by the Netherlands Innovation Entrepreneurship (Directorate of Knowledge and Innovation), in cooperation with the Dutch Public Procurement Expertise Centre (PIANO). 

The aim of the Dutch SBIR programme is to use the creativity of (small) entrepreneurs to solve societal problems. Entrepreneurs develop new products, services or processes that will be available in three to five years time. The best ideas compete for funding.

The SBIR programme started in 2004 with the challenge of reducing societal issues (in health care, energy, safety and security, water, etc.) and increasing the level of government services through innovation, enhancing the participation of SMEs. For this reason the main users of the programme are the ministries of Agriculture, Health, Economic Affairs and Transport, among others. The ministries provide funding to NL Innovative for each SBIR project. The relevant ministry contracts NL Innovative to run the SBIR projects on behalf of them as an intermediary agent.
The Dutch SBIR programmes are considered by their promoters as Pre-commercial Procurement (PCP) because they require the development of prototypes for solving (a) specific problem(s). The prototype must be developed in a level where the risk of using it is reduced or none. 

Lieve Bos, from DG INFSO calls it a catalytic procurement that helps products get to the market, because otherwise these products could not reach it on their own.

SBIR is similar to a subsidy scheme but it works differently. From the beginning it is seen as a purchasing process and it is set under the procurement legal framework using the exception in procurement legislation. SBIR and PCP are based on art. 16f of the Directive 2004/18/EC (of the European Parliament and of the Council of 31 March 2004 on the coordination of procedures for the award of public works contracts, public supply contracts and public service contracts) that excludes Research and Development services from the application of the Directive and allows contracting authorities to finance R&D projects without formal EU procurement. In practice, the rules of the EU Treaty are applicable, not the rules of the EU directive. In this sense, the process of the SBIR programme is set up to be transparent, open, non-discriminative and objective (criteria).

According to this, some restrictions that the SBIR follows are that the results may not be beneficial exclusively to the contracting authority, it is adapted to market conditions of fair price and contract, and it only obeys to R&D services (exploration and design, prototyping, up to test series).
Differences with regular procurement:
Regular procurement is more difficult. In regular procurement you don't pay in advance. There is a lack of incentives and a limited contact with suppliers.
Difference with USA SBIR programme: 
The USA SBIR programme was reengineered for the NL. The main difference in comparison to EU SBIR programme is that the EU involves all enterprises because it needs to follow the principle of non-discrimination. However, the programme is not very attractive for big enterprises given the amount of money that is offered. 90% of participants are SMEs.
The key elements translated from the US concept to the EU context are:
· Competition.

· Contract instead of grant.

· Two paid phases.

· Tailored to starters and SMEs.

· IPR for companies.

· Quick and easy process.

Differences with PCP: 2 stages

Differences with other public innovation procurement programmes:

The difference between SBIR and Business Plan Competitions (or contests of implementation of innovation), for example, is that in these contests they ask for proposals and the best ones are allocated 1.000.000 Euros. These are small scale projects considered relevant for solving some societal problems and they are going to be implemented on a larger scale in a 2-year period.

Reasons for adopting the SBIR programme:
Dutch authorities decided to use this tool because subsidies weren't working for enhancing innovation. The other issue was that there was excellent knowledge in the country but a gap for transferring it into commercial products. So they thought that SBIR could be an effective and efficient tool for developing new instruments so as to provide quick solutions, as well as give companies the opportunity to have better tools for doing business, particularly SMEs.
SBIR is a solution that involves more SMEs, it has a quick arising (2.5 years), with a low cost. 
Benefits for SMEs:
· Contract with tangible deliverables.
· (Small) business can cooperate with others but is in charge.

· SBIR contract fits within operational management of small companies.

· Publicity and government contacts.

· Contact with new partners, potential clients.

· IPRS belongs to companies.

· 100% financing

How does the Dutch SBIR programme work?
A ministry allocates budget and NL Innovatie Agency executes the programme.

Through a publication companies are invited to submit proposals on a specific SBIR. The calls start with a specific issue (e.g. physical protection of government protection personal: police officers, firemen, etc). Problems, criteria and evaluations are clarified in the call for proposals.
The number of proposals varies from call to call. They select approximately 15 calls for the first phase and 8 proposals for the second phase. The intellectual property rights belong to the developers of innovations with some restrictions, as well as the obligation to give licenses to others.

Once the call is published they organise some information sessions for participants and they have the opportunity to talk with policy makers regarding societal problems.

Phases:
The programme consists of 3 phases:

· Phase 1: feasibility, 6 months, max € 50.000,-

· Phase 2: development, 2 years, max € 450.000,-

· Phase 3: Market introduction, no funding

1

Preparation

2 weeks to 3 months

2

Publication of the call – deadline of the call

6 – 8 weeks

3

Proposal evaluation

4 – 8 weeks 

4

Phase 1

6 months

5

Evaluation of feasibility reports

2 weeks

6

Request for proposal (according to evaluation)

2 weeks

7

Evaluation of phase 2 proposals

4 – 8 weeks

8

Phase 2

2 years

With regard to point 3, the evaluation is carried out by an independent committee of experts of 4 to 6 people that are contracted for the job and that are not related to the government. The committee consists of a mix of experts: an entrepreneur from a related field (but not the same), somebody with a financial background (e.g. bank, investment), an innovation expert for the topic of the call, an expert on societal issues. Usually a short analysis is made of each proposal, before they are sent to the committee. Experts rank the proposals and advise the minister of the department. Only projects with a minimum score can get a contract. 
Evaluation is done using the following criteria:
· Contribution to the solution of the societal problem & entrepreneurship: Does the product help solve the problem? Is the entrepreneur capable of both developing the product and launching it into the market?

· Innovation:  How innovative is the product? (Related to the international ‘state of the art’.)

· Economic perspective: Is there an inherent drive to make sure that the entrepreneur pursues the development and introduction of the product?

· Other societal issues:  Are there environmental or social benefits or concerns?

After the proposal evaluation (4-8 weeks) they select a limited number of proposals to go through to phase 1. The average number ranges from 5 to 15, depending on the issue and the quality of the proposals.

In phase 1, point 4, they require economic feasibility. Licenses and IPR issues are set also from the beginning. Price (fixed price), as well, is an issue in the proposal evaluation.

With regard to points 5 and 6:

A phase 1 participant receives a request for proposal (10 pages approx.) for phase 2 if:

· The phase 1 report is sound (the research was done, etc).

· The report concludes that the product is feasible.

With regard to point 7:

· Evaluation of phase 2 is done on both the proposal and a pitch by the entrepreneurs for the committee.

· The criteria are the same as the criteria for phase 1.
For phase 2 the 100% of the payment is divided into 5 parts, regarding the progress of the project. It’s divided in milestones. 
In phase 3 promoters of SBIR try to act as liaison agents, to generate publicity for the successful companies. In this sense they organise a big workshop to publicize the product.
The SBIR programme is more than just an instrument to finance projects. They also organise activities for the companies and departments to stimulate networking, to train the people involved, to keep them informed about relevant developments and to generate as much free publicity about the programme, projects and companies as possible. Because the end of an R&D project is not enough they want the products and services to be sold in the market place. That takes a lot more than just money. Dutch SBIR promoters are still learning what we can do to realise this.

Number of programmes implemented and number of contracts signed: 
From 2004 to 2009 the Dutch government launched 28 programmes on different topics and has signed 120 contracts.

The budget for the Dutch SBIR has exponentially increased from 1.5 million Euros in 2004 to 15 million Euros in 2009, as well as the number of projects.

The USA, with 25 years of experience, has signed 50.000 contracts. 

Future improvements for Dutch SBIR:

The perspectives are to expand the SBIR programme as well as the budget.
More accompanying and complementary measures will be introduced for phase 3. To this respect, it is thought that before starting an SBIR, ministries (contractor) should bring potential clients to the table.

Information provided by:
drs. Ruben J.D. Prins
NL Innovatie
Juliana van Stolberglaan 3
Postbus 93144, 2509 AC Den Haag
tel: 070 373 5801, secretariaat: 070 373 5597
fax: 070 373 5630
www.senternovem.nl/sbir/ 
http://www.senternovem.nl/zorg/call_voor_opschaling/
http://www.zorginnovatieplatform.nl/
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