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DUTCH DEFENCE AND SECURITY RELATED TECHNOLOGICAL INDUSTRIAL BASE

Preface

Public

This reports presents the results of the research into the into the
Dutch defence and security related Technological Industrial Base
(NLDTIB).

Due to geopolitical tensions, the research is more relevant than ever
before. The research was conducted in January and February 2022,
before the war in Ukraine had started.

The Ministry of Economic Affairs and Climate (EZK), and in
particular the Military Production Commissariat, is committed to a
high-quality NLDTIB. A high-quality NLDTIB is necessary for The
Netherlands to be able to provide national security. To get a good
insight into the size of, and the available knowledge and skills within
the NLDTIB, EZK periodically commissions research into the size
(turnover and employment), characteristics and position of the
Dutch defence and security related industry. Similar reports were
issued in 2004, 2008, 2012, 2016 and 2019.

In total, 180 companies participated, and twenty interviews were
held with organisations working for the Dutch defence and security
sector.

The following topics were examined:
Employment.
Turnover, added value, Research & Development (R&D), and
export.
Position within the chain and Dutch suppliers.
How current policy is valued and areas in which the government
can assist/facilitate.

Various cross-sections were made for these subjects, such as by
domain, size classes and position in the chain.

The study was carried out in close cooperation with the
organisations NIDV, NAG, FME. VNO-NCW and MKB-Netherlands.
We would like to thank all participating organisations for their
participation in this study. We are in particular grateful to the
interviewed companies, workshop participants and cooperating
sector organisations for their contribution to the depth of the results.
We hope that the study will help to improve the position and to
strengthen the Dutch defence and security sector in these turbulent
times.
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The key figures

On behalf of the Ministry of Economic Affairs and Climate Change
(EZK), consulting firm Berenschot conducted a study into the size
and composition of the Dutch Defence and Technological and
Industrial Base.

It concerns companies, their suppliers, and knowledge institutes that
are involved in the design, development, production and
maintenance of defence equipment (of the Dutch Navy, Army, Air
Force and Military Police) and products aimed at the public security
market, such as the Police, Europol, AIVD and relevant public
investigation and enforcement organisations, including cyber. The
companies are highly technological and very important for achieving
strategic autonomy.

In the Netherlands, approximately 150,000 FTEs are employed by
1,000 companies that are active in the defence and security sector.
That is approximately 28% of total employment in the high-tech
systems & materials industry.

Almost 20,000 FTEs of these 150,000 FTEs actually work for the
defence and security sector, with a turnover of around €5 billion.

In addition, suppliers also have employees which we did not include
in the research.

The defence and security sector is generally R&D knowledge
intensive and exports a lot. Companies also indicate that the dividing
line between civil and military is becoming increasingly blurred
through the use of dual-use products and the IT cyber domain.

The share of turnover is stable and comparable with previous years.
The total turnover of companies active in the defence and security
sector was under pressure in 2020, mainly due to COVID-19. The
turnover of the defence and security sector is stable and increasing
and thus appears to be 'countercyclical'.

There are high growth expectations. Around 55% of organisations
expect growth, particularly from Original Equipment Manufacturers
(OEMs) and companies in the maritime domain.
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Development of key figures over time

* The attached table shows the most important key figures from the
research, in addition to data from previous research. The figures
show a trend change. Due to a change in the research method, a more
stringent picture of the market is given.

*  The number of companies in the population is considerably higher,
but the turnover from the defence and security sector is stable. A
number of explanations can be given for the developments over the
different years. The number of companies doing business with the
Ministry of Defence has increased significantly. This is also reflected
in the response rate, which has doubled in comparison to the
previous survey. This extra response mainly comes from companies
that have not been approached in earlier studies. Companies that do
little business with the Ministry of Defence were also approached.
Therefore, the turnover per company is lower than in previous
surveys.

*  We see that export figures are lower than in previous surveys, and a
lower number of jobs in the field of research and development
(R&D).

*  The research results were cross-checked with other sources such as
defence expenditure, R&D expenditure of the top 30 companies in
the Netherlands, export licences granted for military products, and
European defence industry data. This has been done to ensure that
the research accurately reflects current market developments.

] Previous research NLDTIB
Key figures NLDTIB 2006 2010 2014 2017 2019 | 2020 | 2021

Number of companies 290

Defence & Security

3,0 31 4,5 5,0 4,2 4,5 4,7

turnover (€ billion)

% Defence & Security

turnover of total turnover 7,4% 7,1% 15,0% 12,0% 8,4% 9,7% 10,6%

companies

Defence & Security

1,58 2,18 3,09 3,58 2,10 2,17 2,57

exports (€ billion)

Total jobs 232.700 155.251 178.700 111.122 148.581 149.348 149.507
Defence & security jobs 14.230 14.753 18200 21560 16.528 17.729 19.506
Defence & security R&D
jobs 3.400 4.554 7.995 7.364 3.243 3.510 4.115

5
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Findings

General findings

The research shows that the Defence Industry Strategy (DIS) is
appreciated, but certainly not widely known. Companies also
indicate that the DIS needs to be more concrete and specific.

SMEs are very critical of government support and access to defence
projects. The average score on supportis a5 (on a scale of 1-10). In
particular, recognition of the industry's contribution and access to
contracts is a major bottleneck. Companies indicate that less
paperwork and a more proactive approach from the government is
desirable.

Findings with regard to the Ministry of Economic Affairs

Companies indicate that the Defence Industry Strategy (DIS) has not
yet been sufficiently translated into specific policy and
implementation with corresponding financing. Companies
experience the current instruments of the Ministry of Economic
Affairs as fragmented and generic. More focus is needed, which
requires customisation. As a ministry, make sure to provide support
in the financing of projects.

There is a need for production innovation related incentives to
strengthen the NLDTIB. By investing in the development of new high-
quality products and technologies together with industry and
knowledge institutes, the government can make an important
contribution to the process of digitisation and also the competitive
position within these markets.

There is a need for more information from the Ministries of
Economic Affairs and Defence on procurement processes, in order to
involve the sector in an early stage. To participate in the R&D of new
platforms or to acquire a position in the supply chain, support from
the government at an early stage is important.

We see that few companies are active in more than one domain.
There is hardly any overlap in suppliers in the domains.

There is an opportunity to further strengthen clusters within and
between domains by stimulating cooperation. Companies expect the
Ministry of Economic Affairs to play a leading role in organising such
cooperation.
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Findings

Findings regarding the Ministry of Defence

Companies indicate that the current DIS should be further
operationalised into actions at the Ministry of Defence. Ambitions
should be translated into actual acquisition.

Projects at the Ministry of Defence are long-lasting and require
investments from the companies involved. This is certainly difficult
for the SMEs. If accelerated delivery and additional equipment
expansions are required, the current time frames will have to be
shortened.

Companies indicate that price is a too important factor in the award
process; quality should play a greater role.

Companies want a clear link between innovation and operations. The
current tendering regulations and budgets of decision-makers within
the ministry are not sufficiently in line when innovation is scaled up.
There is a need for more stability in defence expenditure. A major
issue is the continuity of work and innovations by market parties.
The annual fluctuations are experienced as very inconvenient. So
called “off the shelf projects” are actually development programmes
that can be lengthy and more costly. This is also evident from the
Ministry of Defence's policy review - Off the Shelf, Unless (17
December 2021).
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ﬂ DUTCH DEFENCE AND SECURITY RELATED TECHNOLOGICAL INDUSTRIAL BASE

Background and research question

Situation Background
* The Ministry of Economic Affairs and Climate * The Ministry of Economic Affairs wants to
(EZK), and in particular the Military periodically map the NLDTIB: 'What is the
Production Commissariat (CMP), is committed composition of companies and knowledge
to a high-quality Dutch defence and security institutes within the NLDTIB and in what
related Technology Industrial Base (NLDTIB). areas of the Defence Industry Strategy (DIS)
* A high-quality NLDTIB is necessary for the are they active?'

Netherlands to be able to provide national
security.

Public

Research question

The number of companies and institutions that
can be included in this sector

Positioning within the CIS areas

Turnover and employment, exports

Innovation and R&D

International position and partners

Use of instruments

How current policy is appreciated and fields in
which the government can assist/facilitate
Share in military and civilian activities



TRENDS AND DEVELOPMENTS

Trends and developments for the Dutch defence- and security

sector

Generic

* Continuing geopolitical tensions

lead to increased military spending.

More European cooperation is
needed. The current budget is
below the NATO standard of 2%
GNP.

* The Netherlands has a high level of
knowledge and expertise, but the
labour market is tight. High labour
costs put pressure on the position
of companies.

* Banks/capital providers are
increasingly unwilling to invest in
defence companies.

* Local content requirements in
tenders are increasing.

* The transition to a more
sustainable economy brings to new
rules and stricter requirements.

Public

S

e

Maritime

The maritime industry in the
Netherlands is still autonomous.
The production of platforms is
mentioned as a spearhead in the
DIS. The chain of this industry is
almost completely located in the
Netherlands.

Investments in the maritime sector
are long-cyclic and long-term.

The European naval construction
seems to be in a consolidation
phase. Due to lower numbers of
frigates, the 'series effect' has
diminished and exports are
becoming more important.

It is becoming increasingly difficult
to fight for a strong position in the
foreign supply chain.

In the near future, major tenders
are expected in the Netherlands.

Aeronautics and Space

* The Netherlands has knowledge and
expertise in aircraft construction
and is among the world leaders in
its specific niches.

* The Netherlands does not have its
own aircraft industry, but it does
have an industry for drones and
satellites

* The markets are very international,
the series are large.

* The Netherlands is or has been
closely involved in the development
and production of the F-35 through
international cooperation
programmes, and has therefore
acquired a good position.

* The Netherlands has very relevant
space technology in the ecosystem
around Delft.

Land

e Within the Netherlands, there are a

limited number of companies that
provide 'platforms’. A few are
emerging.

There are interesting niches; for
example in the field of simulation,
virtual reality, sensor and radar
systems, and optical sensors (such
as for night vision). The DIS
indicates that the Netherlands is a
leader in the field of battlefield
management systems for land
operations.

The sector has many small and
medium-sized companies. It is
difficult for these companies to have
sufficient international impact,
while it is also difficult to link up
with large companies within the
domain.

Source: deskresearch, interviews 10
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PROFILE OF THE COMPANIES

Approximately 1000 companies in the NLDTIB population

* A market estimate was made based on previous studies, participants
from sector organisations (NIDV, NAG, FME and VNO NCW), public
publications from the Ministry of Defence and the contracts awarded
from Tenderned and TED.

Number of companies defense and security
409

0-25 25-100

100-250 250-500 500-2500 >2500

Class size in employees

W Number of particpants in survey M Total population

These are companies, suppliers and knowledge institutes involved in
the design, development, production and maintenance of defence
equipment (Navy, Army, Aerospace) and products aimed at the public
security market (such as the police, military police, Europol, AIVD
and relevant public investigation and enforcement organisations),
including cyber.

The relevant industry sectors were selected, leaving sectors such as
facility services and construction companies out of the study’s scope.
This shows that there are approximately 1000 companies in the
Netherlands that are active in the market in the field of the defence
and security related technological industrial base. These are
organisations that are occasionally part of a larger international
concern.

The Ministry of Defence has also indicated that it has more than
1000 suppliers

From the military suppliers, 61.5% are from the Netherlands.

11



PROFILE OF THE COMPANIES

Key figures and explanation of development

* The following table shows the most important key figures, including
the data from the earlier research. A change in trend can be found.
Due to a change in the research method, a more stringent and pure
picture of the market is given.

*  The number of companies in the population in the Berenschot study
is considerably higher, but the turnover is stable. A number of
explanations can be given for the developments over the various
years.

] Previous research NLDTIB
Key figures NLDTIB 2006 | 2010 | 2014 | 2017 | 2019 | 2020 | 2021

Number of companies 29

Defence & Security

o 3,0 3,1 4,5 5,0 4,2 4,5 4,7
turnover (€ billion)

% Defence & Security
turnover of total turnover  7,4% 7,1% 15,0% 12,0% 8,4% 9,7% 10,6%
companies

Defence & Security
o 1,58 2,18 3,09 3,58 2,10 2,17 2,57
exports (€ billion)

Total jobs 232.700 155.251 178.700 111.122 148.581 149.348 149.507

Defence & security jobs 14.230 14.753 18.200 21.560 16.528 17.729 19.506

Defence & security R&D
jobs
Public

3.400 4,554 7.995 7.364 3.243 3.510 4.115

Significantly more companies doing business with the Ministry of
Defence have been approached. By using other sources, a more
specific inventory was made of those who conduct business with
Defence and other public security institutions, such as the police.
This is also reflected in the response rate, which has doubled in
comparison to the previous survey. This extra response mainly
comes from companies that have not been approached before. This
means that companies that do little business in the defence sector
were also approached. Therefore, the average turnover per company
is lower than in previous years.

In addition, the methodology for determining the turnover and size
of the total population has been changed. The six largest
organisations have been included without weighting. The same
applies to knowledge institutes, which results in a more accurate
estimate of the number of jobs in the field of research and
development (R&D).

Export is therefore also lower than in the previous study. In
particular, the large organisations export more.

12
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PROFILE OF THE COMPANIES

Population and market position in the chain

Percentage of organisations 100- | 250-
0-25 |25-100

i >2500| total
by size class of employees 250 500

Sample

40,2% 31,6% 8,6% 8,6% 63% 4,6% 100%

Defence and security sector
, 43,9% 30,8% 12,9% 57% 52% 1,6% 100%
population

% of total Dutch industry 69,6% 21,5% 49% 1,5% 24% 0,1% 100%

Number of companies by focus area

344
268
189
115
62
53 28
m L] -
_ L

Maritime Aerospace Ground Forces Security

Companies classified by dominant domain

B Number of companies in the study H Total population

Approximately 80% of the companies in the sample fall into the
group under 250 employees (SMEs). The percentage of these
companies in the research population is 88%, and the percentage of
companies in the entire industry in the Netherlands excluding the
self-employed is about 96%. This means that larger companies
slightly more participated in the research.

The companies were classified into the domains of maritime,
aerospace, land and public safety based on the domain in which the
highest turnover is achieved.

Based on the completed surveys, an estimate was made of the
number of companies per domain in the total population. The
domain ‘land’ is the most dominant in the Dutch industry with 344
companies, one third of the total. The domain ‘safety’ is least
represented with 115 companies.

Fewer specific safety companies participated in the survey, such as
the larger international IT companies. Some companies feel that they
are not part of the defence and security sector, and other companies
were not willing to provide specific data.

13



PROFILE OF THE COMPANIES

Supply Chain is present, but with a limited number of large integrators

Percentage of the number of companies
by market position in the chain per domain

100% ~

N B B
80% -

70% A
60% -
50% -
40% -
30% -
20% -
10% -
0% -

Maritime Aerospace Ground Forces Security

Knowledge institute B Trade, value added logistics

Services, engineering W Tier 3: supplier of raw material and/or elementary components
W Tier 2: maker of products or semi-finished products B Tier T: creator of sub-systems

B OEM, system integrator

Public

There are few large self-creating OEMs, which means that the
strengthening effect of the OEMs is absent. In the long term, this is a
risk for knowledge and technology retention.

OEMs can play an important role in the chain, both in employment
and in the coordinated development of technologies (in a roadmap,
for example).

There are major Dutch tier-1 and tier-2 players in the (international)
market.

Many companies have focused on a niche. As such there is a lot of
knowledge and expertise present in a limited area or capacity.

Many companies that are further down the chain find it more difficult
to assess their contribution to the defence and security sector.

Within the land domain, there are many companies focused on trade
and value added logistics.

Within the security domain, there are relatively many companies that
focus on services, including IT.

14



EMPLOYMENT

In the Netherlands, approximately 150,000 FTEs are employed by 1,000
companies that are active in the defence and security sector

The approximately 1,000 companies, active in the defence and 150,000 employees are strongly concentrated in the Randstad

security sector, are well distributed throughout the country. (which is the area around the four largest cities in The Netherlands,
namely Amsterdam, Rotterdam, The Hague and Utrecht), Brabant
and the East of the Netherlands.

Public 15



EMPLOYMENT

The number of jobs in the defence and security sector is approximately
20,000 FTEs and rising.

* In total, approximately 150,000 FTEs are employed by companies

that provide products and services to the defence and security Total number of FTEs in the Netherlands of companies
sector. Of these, almost 20,000 FTEs are actually employed in this active in defence and security sector
industry. Many organisations are therefore not entirely dependent 250.000 7 535700
on the defence and security sector and have a mix of civilian and
military customers.
200.000 A
* In addition, there are suppliers whose employees are not included 178.700
in the research. It is common practice to apply a multiplier of 0.5 155.251 . 149348 119,507
FTE indirect employment per 1 FTE direct employment within the 150.000 :
industry sector. This results in an indirect employment of 9,300 -
FTEs. It should be noted, however, that a share of the suppliers :
already fall within the scope of the study in the population of the 100.000 1
companies investigated.
* Based on the share of turnover accounted for by Dutch suppliers, 50.000
the additional indirect employment at suppliers in the Netherlands s 20 4.800 247
is approximately 5,000 FTEs.
0 - T T T T
2006 2010 2014 2017 2019 2020 2021
Previous studies NLDTIB Berenschot research

W Total number of FTEs in the Netherlands of companies active in the defense and security
sector

W Number of fte defense and security sector in the Netherlands

Public 16



EMPLOYMENT

Employment has particularly increased in the maritime and land domain

The percentage of FTEs working for the defence and security sector is The number of employees measured in FTEs in the maritime and land
approximately 13% of the total number of FTEs of the studied domain is growing and is around 6,000 FTEs in 2021.
companies.
fte defense and security sector as % of total FTE in the Netherlands Number of FTEs in defence and security sector in the Netherlands
for companies active in NLDTIB
20% 1 7.000 -
18% A
6.000 -
16% A
14% - 5.000 -
12% - 4.000
10% A
5o, - 17% 3.000
) 14%
6% - 1% 2.000 -
9%
4% 1
12 1000 -
2%
O% T T T T T T O =

2006 2010 2014 2017 2019 2020 2021 Maritime Aerospace Ground Forces Security

Companies classified by dominant domain

A
v
A
v

Previous studies NLDTIB Berenschot research m 2019 m 2020 m 2021
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REVENUE

The percentage of turnover in the defence and security sector in Dutch
companies is on average 10%

Of the companies that are active in the Dutch defence and security sector, Companies depend only to a limited extent on defence and security
approximately 10% generate turnover from the defence and security turnover. Especially in the land domain the percentage of total turnover
sector. The rest of the turnover is generated in other sectors, such as the is low.

civil domain.

Turnover defence and security sector as % of total Dutch turnover at companies active Turnover defence and security sector as % of total Dutch turnover at companies active
in NLDTIB in NLDTIB
16% A
14% A
12% A
10% A
8% -
6% -
4% A
2%
0% -
2006 2010 2014 2017 2019 2020 2021 Maritime Aerospace Ground Forces Security
Previous studies NLDTIB Berenschot research
The weighted share of defence and security revenue is shown. Companies with a high Companies classified by dominant domain
revenue are increasingly weighted compared to those with a low revenue. 2019 2020 2021

18



REVENUE

Total turnover is under pressure in 2020, while defence and security
sector turnover is stable and increasing

COVID-19 has had a major impact on the overall turnover of companies The turnover in 2021 in the defence and security sector is about €5
in the sector. However, turnover from the defence and security sector has billion and has increased over the last three years.
increased and thus appears to be countercyclical.

Total turnover Dutch offices (€ k) Turnover defence and security sector (€ k)
60.000.000 - 5.000.000 -
50.131.840 4.500.000 +
>0.000.000 45.687.837 44920113 4.000.000 -
40.000.000 3.500.000 1579.666
3.000.000 - 1386.600 1.440.965
30.000.000 - 2.500.000 -
2.000.000 - Sy OEE
J 962.480 :
20.000.000 1500.000 -
1.000.000 -
10.000.000 A 1.656.150
740. 1428111
4.183.628 4.451.819 4.740.815 500.000 - 1.267.671
0 - 0 - T
2019 2020 2021 2019 2020 2021
Companies classified by dominant domain
B Total turnover of Dutch branches (€ k) B Defense and security sector turnover (€ k) B Maritime B Aerospace B Ground Forces W Security

Public
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REVENUE

Turnover and added value from the defence and security sector has

increased in recent years

The turnover over the past six years has been stable between €4 and €5
billion. It should be noted that the estimated population varies over the
years. The companies also indicate that the distinction between
supplying civilian and military products is becoming increasingly
blurred. By supplying dual-use products and the IT-cyber domain, it is
often not clear whether it is military or not.

Turnover defence and security sector (€ billion)

50
4,5 42 4,5
3,0 31

Public

2009 2010 2014 2017 2019 2020 2021

v

A

»d
Ll |

Previous studies NLDTIB Berenschot research

Added value is defined as turnover minus work contracted out to third
parties, materials and trade products. The added value rose from
approximately €2 billion to €2.5 billion. The added value amounts to
approximately 50% of the turnover, and the purchase value from Dutch
suppliers is approximately €1 billion.

Added value in the Dutch market (€ billion)
3,0 1

2,5 1

2017

2019 2020

2021

Previous studies
NLDTIB

Berenschot research

v
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REVENUE

The Netherlands' share is about 3% of European turnover

The Netherlands has relatively more turnover in the strong maritime In total Europe spends €119 billion within the defence industry. The
domain and less in the aerospace domain, compared to the European export share of the Netherlands in the total European export equals to
average. 4,5% and is higher than the turnover share of 3,2%. The Netherlands

exports more (53%) than the European average (38%). The turnover per

employee is similar and is 3.3% higher than within Europe.

Share of sector Europa compared to the Netherlands

100% ~
0% NL share of
90% A Revenue € k Europe 2020 |Netherlands 2020
Europe
80% 1 Maritime 29.200.000 1.428.111 4,9%
/0% 7 Aeronautics and space 47.900.000 992.604 2,1%
60% Land 41.900.000 1.440.965 3,4%
50% Total Revenue 119.000.000 3.861.679 3,2%
40% NL share of
Europe 2020 |Netherlands 2020
30% - Europe
- Export € k 45.600.000 2.044.591 4,5%
° Employment 513.200 16.121 3,1%
10% 1 Difference with
0% - Europe 2020 |Netherlands 2020
b Europe
Europe 2020 NL 2020 Export share 38% 53% 38,1%
Revenue per fte €k 232 240 3,3%

Source: ASD, Aerospace and Defence industries, facts & figures 2021
W Maritime B Aerospace W Ground Forces The figures shown exclude turnover from public security, such as police, Europol, AIVD and
relevant public investigation and enforcement organisations.

Public 21



8% -
6% -
4% A
2%
0% A
2% -
4% -
_6% -
_8% -
-10% -

Public

REVENUE

The impact of COVID-19 on the turnover in 2020 is large. The decrease in
turnover is compensated by an increase in turnover from NLDTIB

For companies operating in the defence and security sector, we see that
the turnover has decreased in 2020 and 2021. However, we do see that
turnover from the defence and security sector has increased at these

companies.

Revenue growth

6% 6%

-9%
Growth in total turnover of Dutch branches

Defense and security sector turnover growth

m 2020 m 2021

The number of FTEs related to the turnover in the defence and security
sector has also increased. There is 5 per cent more staff employed on
turnover related to the defence and security sector.

Growth in FTE compared to previous year
6% - 5%
5% 1 4%
4%
3% A
2% A

1% A 1%

0%

0% A
2%

2% A

-2%

_3% J
FTE growth in defense and
security sector

Organizational FTE growth in
the Netherlands

FTE growth of the entire
organization

m 2020 m 2021
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REVENUE

High concentration of turnover in a limited number of large companies

Approximately 20% of the companies have 80% of turnover in the Approximately 15% of the companies are fully dependent on the
defence and security sector. Thus, the size and scope of the sector is turnover from the defence and security sector. For 20% of the companies,
highly dependent on large companies. the turnover from the defence and security sector is small. The remaining

companies have a mix of turnover from other sectors and the defence
and security sector.

Percentage of turnover from defence and security sector

Cumulative turnover from defence and security sector (€ k) of total turnover of surveyed companies in 2021
5.000.000 100 e
4.500.000 90 .‘
4.000.000 q:" 80 ‘
3.500.000 g 70 %
(]

3.000.000 E 60 -
2.500.000 = 50 \
2.000.000 o\2 40 \
1.500.000 30 [ ]
1.000.000 20

500.000 10

- 0
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Percentage of total number of companies active in NLDTIB

Shown is the weighted share of defense and security turnover. Companies with high Shown is the unweighted share of turnover.

turnover count more than companies with low turnover.
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REVENUE

There is limited cross-fertilisation between domains

The various domains are equally represented. For land and maritime, a
large share of turnover comes from OEMs. Turnover in public safety is
lower than in the other domains. Some cyber and IT companies feel that
they are not part of the defence and security sector.

Total revenue per domain € k

1.600.000 ~
1.400.000 A
1.200.000 A
1.000.000 ~
800.000 -
600.000 -
400.000 -
200.000 ~

0 -

Maritime Aerospace Ground Forces Other public security
sector

BOEM MTier1 MTier2  MTier3 Services M Value added logistics Research Institute

Public

Companies only obtain a limited share of their turnover outside their
own domain. Activities are therefore specific and focused on one
particular domain. Only if the product is generic, we do see that turnover
is achieved in more domains.

Total revenue per domain €k

1.600.000 A
1.400.000 -
1.200.000 A
1.000.000 -
800.000 o
600.000 o
400.000 A
200.000
0

Maritime Aerospace Ground Forces Other public security
sector

Companies classified by dominant domain

W Maritime M Aerospace M Ground Forces M Security
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We performed a network analysis on the most important suppliers
of fifty companies that took part in this survey (see figure on the
right). The organisations were asked to indicate their most
important suppliers. We found that many organisations have their
own chain and that there is little overlap of suppliers.

Of course, there are examples of successful chains in which dozens
of Dutch companies work together, such as in the maritime domain
at Damen and in the development, production and maintenance of
the F-35. There is a lot of potential in cooperation between domains
in ecosystems.

A possible cause of the limited cross-overs between companies lies
in the long lead times of the tendering processes, which makes
cooperation more challenging. Some companies want to hedge their
currency risk, and therefore buy more from manufacturers that are
located in the country where the buyer is based. This leads to less
purchasing and cooperation in the Netherlands.

There is limited cross-overs between companies

Defence-related equipment purchases fluctuate greatly from year to
year. For small companies, continuity is very important. As a result,
there will be less cooperation in the chain.

The Ministry of Economic Affairs and the Ministry of Defence can
stimulate synergy, cluster formation and cooperation in the chain by
means of programmes.
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REVENUE

Military expenditure as a percentage of GDP by country in 2020

* The Dutch defence expenditure is below
the NATO standard of 2%, with a
percentage of approximately 1.4% of GDP.

* The percentage in the Netherlands is far
below that of the United States and
Russia.

* The current geopolitical tensions will

lead to increasing pressure when it
concerns spending more on defence.

Source: World Data Bank, based on data from Stockholm International Peace
Research Institute (SIPRI)
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Defence budget will rise sharply in the coming years

The Ministry of Defence has indicated that it wants to invest strongly.
There was insufficient sustainable funding for the maintenance and
modernisation of the armed forces. The readiness and deployability of
the defence organisation are under pressure, for instance due to
shortages in supplies, operational support and shortages in operations.

That is why the emphasis is on:

* increasing readiness and deployability

* increasing maneuverability

* targeted improvement of combat power
* deepening and extending cooperation.

Attention is also paid to the Defence Industrial Strategy. It has been
expressed that cooperation with knowledge institutes and the business
community will be further deepened and extended by strengthening the
(knowledge and innovation of) ecosystems with these parties.

Source: Kamerbrief hoofdlijnen defensiebeleid 11 februari 2022

According to current insights, with the increased number of resources
the Netherlands will reach the European average of NATO allies of 1.85%
GDP in 2024.

Defence budget development of GDP

2,5%

2,0%

/ /

1,5%

1,0%

0,5%

0,0%
2018 2019 2020 2021 2022 2023 2024

=== NATO norm  =====NATO average GDP%  =====The Netherlands
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REVENUE

NLDTIB's turnover as a percentage of GDP, which approximately equals
€4.7 billion, is stable; it is also similar to the total expenditure on defence

equipment

The total turnover of the defence and security sector in the Netherlands However, the defence expenditure within the different domains differ

is approximately 0.5% of GDP. The € 4.7 billion turnover is comparable to from the turnover per domain in the defence and security sector. This is
the share of the Defence Materiel Budget Fund that is allocated to mainly caused by the Ministry of Defence’s purchase of the F-35 in the air
material. The number is balanced over several years. domain, which the Ministry buys directly from foreign manufacturers.

Turnover of defence and security sector as % of GDP

0.80% 1 Defence Materiel
0,70% A Fund budget 2022
0.60% - per domain € k B2021 B2022 B2023 B2024 B2025 B2026
Maritime 631.224 576.381 611.850 848.711 905.974 1.178.118
0:50% 1 Ground Forces 605.553 666.136 668.438 832.616 827.379 652.482
0au% - Aerospace 1.420.232 1.196.398 1.089.750 1.136.912 1.084.409 855.897
0,30% A
Defence broad 669.194 983.034 917.895 847.753 856.704 846.033
0,20% - Infrastructure 684.927 851402 826.380 622.464 616.757 564.761
0,10% - IT 599.169 792.011 757.491 520.428 516.386 499.688
0,00% T T T T r r Total 4.610.299 5.065.362 4.871.804 4.808.884 4.807.609 4.596.979
< 2006 2010 2014 2017 > < 2019 2020 2071 > Source: Establishment of the Defence Materiel Budget Fund (K) for the year 2022
Previous studies NLDTIB Berenschot research
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High growth expectations regarding turnover and number of employees
in the sector

Approximately 55% of the organisations expect growth. Geopolitical There are high growth expectations, especially in the maritime domain.

tensions will further strengthen growth expectations.

£1h pr:cected ch;nges i.n turnfvgr 202 Forecast of the number of jobs in the defence and security sector in the next two
of the defence and security sector in years
40% - 100%
35% - 90%
80%
30% -
70%
25% - 60%
20% - 50%
159 - 40%
10% 23% o
6
20%
5% 1 10%
0% l 0%
Large increase Increase (0 to No change Decrease (0 to - Large drop (- 10% Maritime Aerospace Ground Forces Security
(+10% or more) 10%) 10%) or more)
Companies classified by dominant domain
Percentage of the number of holdings, unweighted average B Increase W Stable W Decline
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In particular OEMs expect growth in turnover

We see growth particularly among OEMs, but reluctance further down Growth is particularly seen in smaller and larger organisations.
the chain.
Expected turnover in 2022 Expected turnover in 2022
100% - 6% 100% - 5
90% - 90% -
80% A 80% -
70% - 70% -
60% - 60% -
50% - 50% -
40% A 40% A
30% A 30% -
20% - 20% -
10% A 10% A
0% T T T 0% T
OEM Tier 1 Tier 2 Tier 3 Services  Value added Research 0-25 25-100 100-250 250-500 500-2500 >2500
logistics Institute
Number of employees
M Large increase (+10% or more) B Increase (0 to 10%) H No change M Large increase (+10% or more) M Increase (0 to 10%) B No change
M Decrease (0 to -10%) Large decrease (- 10% or more) M Decrease (0 to -10%) Large decrease (- 10% or more)

Public
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MARKET & EXPORTS

Major markets: defence and security very international

The most important customers:
44% of the companies export to

Germany, 35% to Belgium, 29% to the
UK, 29% to the US, 26% to France and
209% to Asia.

Ministry of Defense in the Netherlands _ 73%

Dutch ministries and government bodies - 34%

Public safety institutions in the Netherlands - 32%

Producers abroad || 33% 129% 20%

Ministries of Defense of NATO countries - 31%

10%
Producers in the Netherlands - 28% 1 7%
Ministries of Defense other Furopean - -~ 78% of the companies have 11%
countries clients in the Netherlands.
0 .

Ministries of Defense countries outside - 0% 73% of the companies say 1 6%

Europe > they do business with the

Dutch Ministry of Defence.
. - ! The percentage of the number of companies active in a region is shown. Several
Foreign Ministries and Government Bodies - 18%

countries per company are possible. The percentages are not weighted by turnover.

Public
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SALES MARKET & EXPORT

Export share of revenue is high and share is increasing

The defence and security market has a strong international focus. More In particular the aerospace industry is more export-oriented, while the
than half of its turnover is generated by exports. public safety industry is to a much smaller extent. The export share
increases particularly in the aerospace industry.

Share of exports in turnover of Dutch establishments Share of exports in turnover of Dutch establishments

60% - 90% 85%
80% A

50% -
70% -

40% A 60% -
50% -

30% -
40% -

49%
20% - 30% -
21% 21%

20% A

10% -
10% -

0% - T T 0% -

2019 2020 2021 Maritime Aerospace Ground Forces Security
€ K Export 2019 2020 2021
Export revenue 2.097.314 2.169.674 2.573.416 Companies classified by dominant domain

= 2019 m 2020 W 2021

Weighted on average by total defence turnover, so large companies weigh more heavily

Public than smaller ones 32
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40%
30%
20%
10%

0%

Public
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SALES MARKET & EXPORT

Export share of revenue of Dutch companies

In particular, there is more export at larger organizations. Smaller Tier 1 suppliers export more. This is due to some large companies that
organizations only export to a limited extent. fall within this group. Companies in the services and trade sectors are
less active internationally.

Export share of revenue of Dutch companies Export share of revenue of Dutch companies

0-25 25-100 100-250 250-500 500-2500 >2500 OEM Tier 1 Tier 2 Tier 3 Services  Value added Research
logistics Institute

Number of employees

W 2019 W 2020 W 2021 W 2019 W 2020 W 20217
Weighted on average with the total defense revenue, so large companies weigh more Weighted on average with the total defense revenue, so large companies weigh
heavily than smaller companies more heavily than smaller companies
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POSITION IN THE DIS

Defence Industry Strategy: where should the Netherlands be relevant in?

* Interviews show that the DIS is appreciated. However, it was Strengthening the
indicated that it should be more concrete, and interviewees also find Dutch base that consists
that the DIS (as a strategic document) should be further of companies and
operationalised in programmes. knowledge institutions

* A major issue is maintaining continuity in the activities and

innovations at market parties. The fluctuations over the years are
Protecting the Dutch

base that consists of
companies and
knowledge institutions

experienced as difficult in this respect.
* The DIS is certainly not seen as a roadmap for individual companies
or as a guideline for investments in R&D.
* Companies do not see the DIS sufficiently reflected in tenders, joint
developments, etc.
International
positioning of Dutch
companies and
"There needs to be an interdepartmental strategy in knowledge institutions
cooperation with the Ministry of Economic Affairs,
otherwise knowledge will drain away and we will lose out
to other countries."

Stable basis of
knowledge,

technology
and industrial
capabilities

"The operationalisation of the DIS

could be improved: what does it

"Do what is said in the DIS?" mean for my business?

Public

Credible international
cooperation

Protect the essential
interests of national
security: the
Netherlands must be
able to perform its core
tasks independently

Source: quotes from participating companies
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POSITION IN THE DIS

529% of the companies are familiar with the Defence Industry Strategy

On average, 52% of the companies indicate that they are familiar with Large companies are familiar with the DIS, and they are predominantly
the DIS. This means that a large share does not know about the DIS. This positive. However, they do not experience sufficient translation into

is particularly the case with smaller companies. Small companies miss practices in the field, such as with the procurement policy or the defence
the connection and correct interpretation of the DIS. In particular, budget.

recognition and access to orders / procurement trajectories is a major
bottleneck. They experience that there is a great focus on the existing

large companies.

Percentage of number of participating companies Percentage of number of participating companies
familiar with the Defense Industry Strategy familiar with the Defense Industry Strategy
86% 75%
71% 9%
60% 60%
56%
51% 50%
42% 40%
40%
30%
0-25 25-100 100-250 250-500 500-2500 >2500 OEM Tier 1 Tier 2 Tier 3 Services Value added Research

logistics Institute
Number of employees
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POSITION IN THE DIS

Position in the Defence Industry Strategy

* The DIS expressed the Netherlands' ambition in terms of the industrial capabilities required to protect essential security interests. The
participating organisations have indicated where their activities are located.
*  All capabilities are mentioned; to compare them with the DIS, more research is needed.

Percentage of number of companies by industrial activities

16%

Platforms (the main weapon systems) 0% 129, INDUSTRIAL CAPABILITIES MARITIME LAND AIR/SPACE
(o)
Platforms
o)
Observation and Information Collection Systems and Services . 16% --
T] /O Observation and intelligence-gathering systems
. . . . . and services
Information, Intelligence Processing Systems, Decision Making % .
Systems and/or Command & Control Systems 13% : P—
‘ ‘ . . O d&es':;:-::;:en:‘:uppurt systems and command
Communication systems and services 13%
TI% B - - -
" A 119%
Weapon systems, ammunition and platform protection 9% :
9% t:m a E - - -
prof jon
. . 18%
Training and education 13% ’ Training and instruction
2%
. - . 22%
Material-Logistics support (maintenance of systems) 18% Materiel logistic support

17%

Combat Service Support (operation support, incl. equipment 9% o e .
. . . . . mbat service suppol
repairs, medical service, operational infrastructure, transport) 9% ’ ---
5% B Maritime ---

Transport systems and services 7% Transport systems and services
B Ground Forces
Cyber 6% Q 9% . Aerospace . National . International collaboration . Leave to the market

% of number of participating holdings, unweighted Source: Ministry of Economic Affairs and Climate Change,

Public Ministery of defence (2018), Defence Industry Strategy. 36



POSITION IN THE DIS

Focus on material readiness & logistics for all domains

Defense analysis

Material readiness & logistics

Personnel readiness & human performance

Command & control

Situational awareness

Protection

Weapon Characteristics, Performance & Effects

Platform characteristics, performance & effects

Network infrastructure and cyber security

Legal, ethical and moral implications (of
operations and actions)

Percentage of number of companies by knowledge areas

17%

34%
34%
30%
: 24%
. 19%
O /0 8%
19%
0 /0
16%
5 15%
(o)
210/23%
= 13% ’
(o)
[®)
ﬂ‘%é 1% B Maritime
14% B Aerospace
6% B Ground Forces
3% )
M Security

% of number of participating companies, unweighted

Public

The DIS shows where the Netherlands
wants to continue to engage in military
knowledge development.

Virtually all knowledge areas are
represented in all domains (except one),
and in all cases by several companies.
Only the knowledge area 'Legal, ethical, and
moral implications' is mentioned to a very
limited extent. This is mainly dealt with by
the Ministry of Defence itself.

Materiel readiness & logistics is the field
most frequently mentioned by the
participating companies as an important
knowledge area.

Source: Ministry of Economic Affairs and Climate Change, Ministery of
defence (2018), Defence Industry Strategy.

DESIRED LEVEL
KNOWLEDGE

Defence analysis

Materiel readiness
& logistics

Personnel readiness
& human performance

Command & control

Situational
awareness

Protection

Effectors: characteristics,
performance & effects

Platforms: characteristics,
performance & effects

Network infrastructure
and cyber security

Legal, ethical
and moral implications
(of operations and actions)

o
-
=
(=]
=
m
=
m
2
=i

Smart developer: Defence takes on the development
of a technology or platform itself, because the market
cannot provide it.

Smart specifier: Defence supports the relevant
industry by stipulating technical specifications in the
development phase.

. Smart buyer: Defence is able to stipulate the correct

functional specifications in the procurement process of
technology and equipment.
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POSITION IN THE DIS

Simulation, AI and Sensing are the main themes

Simulation and virtualization

artificial intelligence

Sensors (incl. quantum and nano
Sensors)

Robotics and Autonomous Systems

3D printing and new materials

Human-System Integration

Cyber, electromagnetic analysis and
quantum computing

Space / satellites

Human enhancement

Directed energy weapons

Biotechnology

Public

Percentage of companies that will actively invest by 2022

7%
26% 350% i
21% ?
. 35%
) 319
29% %
A o
- 29% 26%
(o]
33%
3% ’
21% A%
49,
299
21% %
28%
2 [0)
21% %
4%
n e
: 36%
O
. 19%
: 14%
1%
6%
5%
7 7% B Maritime
0,
i B Aerospace
2% W Ground Forces
(o)
7% B Security

% of number of participating companies, unweighted

All technology areas are represented in all
domains and, except in a few cases, also in a large
number of companies.

In a number of technology areas, the Ministry of
Defence wants to actively develop the technology
itself because it is important for the performance
of military tasks.

Approximately one third of the companies
indicate that they actively invest in technology-
related themes. However, there are clear
differences in emphasis per domain.

The land domain is particularly active in
sensoring, the air domain in simulations and 3D,
the maritime domain in simulations, Al and
Robotics, and the Security domain in cyber.

Four areas are mentioned less often: Space,
Human enhancement, Directed energy weapons
and Biotechnology. These are also areas that often
lie outside the defence domain.

DESIRED LEVEL
OF INVOLVEMENT

TECHNOLOGY
Artificial intelligence

nd

Joint Defence, g

i a
companies will actively participate in the (further)
development of the field in order to help to determine
the direction and timing of the development.

. Active monitoring: The technology is important for the
effective execution of military tasks, but the
development itself is mainly external to the Defence
domain. Developments will be followed closely.

. Passive monitoring: The link with military tasks is
limited or can be organised ad hoc. It is therefore
sufficient to follow the mainly civilian-driven
and the p ial military icati

thereof

Source: Ministry of Economic Affairs and Climate Change,

Ministery of defence (2018), Defence Industry Strategy.
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INNOVATION

The R&D budget averages 14% of turnover, and is particularly high
among OEMs

The percentage of R&D expenditure in relation to turnover is higher at OEMs, in particular, invest heavily in R&D.
companies in the defence and security sector compared to the
percentage at the top 30 R&D companies™ in the Netherlands.

Percentage of turnover invested in R&D and innovation Percentage of turnover invested in R&D and innovation
16% - 14% -~
O, -
4% 1 Top 30 R&D 12,6% 12% A
12% -
’ 10% -
10% A
8% -
8% A
6% -
6% -
9 9%
4% 4% 7%
6%
2% - Dutch industry 1,6% 2% 4% 4%
O% 1 O% T T I I I 1
OEM Tier 1 Tier 2 Tier 3 Services Value added
Displayed is the R&D spending percentage (compared to revenue) of the participating logistics
companies, weighted by the defence and security turnover. The total R&D budget includes What is shown excludes knowledge institutes, that spend almost their
R&D performed by the knowledge institutes and R&D performed on behalf of customers. entire budget on R&D.

* Source: Technisch Weekblad 2021. CBS
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INNOVATION

The defence and security sector is knowledge intensive

Companies operating in the defence and security sector are more R&D
intensive than the average company in the Netherlands. The R&D jobs
shown include those at knowledge institutes such as TNO, Marin and
NLR. The R&D jobs at knowledge institutes have not been extrapolated
and only count towards their own figures. As a result, the R&D jobs are
lower than in previous years.

W Total number of FTEs in the Netherlands focused on R&D B Number of FTEs R&D defense and security sector

Public

R&D jobs
21.560
19.523
18.200 17.746
16.546
995 364
554
400 3.249 3516 Sl
2006 2010 2014 2017 2019 2020 2021
Previous studies NLDTIB Berenschot research

Among the companies, the percentage of R&D working in the field of
defence and security (22%) is also higher than in the rest of the
organisation (13%). However, it should be noted that with regard to
dual-use products the distinction between military and non-military can
hardly be made within R&D.

R&D jobs
45% A

40% A
35% -
30% -
25% -
20% -
15% A

38%

329% 32%

22%
19%

10% 10%

BB

2010 2014

10% 4 6o
5% .
0% -

2006

2017 2019 2020

2021

v

A
v
A

Previous studies NLDTIB Berenschot research

W % R&D jobs of total organization W % R&D of FTE defense and security sector



INNOVATION

R&D personnel mainly present in OEMs and knowledge institutes, and
less numerous further down the chain

There is a large increase in the number of FTEs working in R&D positions The percentage of FTEs working in an R&D function in comparison to the
between 2019 and 2021, particularly in OEMs. total workforce is particularly high among the companies that are
classified into the domains of maritime and land.

The number of R&D jobs employed Percentage of R&D jobs in The Netherlands as share of total staff employed in the
within the defence and security sector defence and security sector

1.800 ~ 30% A 28%
1.603 26% 26%

25%

1.600
1400

1.200 20%

1.000
15%
800

600 10%

400
5%
200

0%
1 2 3 2019 2020 2021

m OEM W Tier 1 W Tier 2
W Maritime B Aerospace W Ground Forces B Security

M Tier 3 Services W Value added logistics

Research Institute
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INNOVATION

R&D jobs mainly present in land and maritime domain

There is a large growth of FTEs working in an R&D function at companies
operating in the land domain. This is mainly caused by organisations that
focus strongly on niches, such as the sensor and smart industry.

The number of R&D jobs
within the defence and security sector

2019 2020 2021
Companies classified by dominant domain

W Maritime l Aerospace W Ground Forces M Security

The high numbers for the maritime domain are explained by the fact that
TNO is classified in that specific domain. Organisations with a high
growth expectation invest more in R&D, and have more people employed
in R&D.

Percentage of R&D jobs in the Netherlands relative to the total staff employed in the

defence and security sector
40% A

35%

35%

30%

25%

20%

15%

10%

5%

0%
2019 2020 2021

Turnover growth expected

B <0% M No Change ®O0-10% ™ >10%
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USE OF INSTRUMENTS AND SUPPORT FROM THE GOVERNMENT

The industry, and especially SMEs, are very critical towards the
government and access to defence projects

Assessment of government support
to achieve the objectives stated in the DIS

6,0
I I 4'7
25-100 100-250 250-500 500-2500 >2500
Number of employees
“First, let's recognise what our
organisation does. “It is nice when (the Ministry of)
defence can act as a reference to other

"Award contracts based on quality, not price foreign ministries of defence.
as is currently done."

Source: quotes from participating companies

Public

The average is a 4.6 on a scale of 1 to 10.
Companies are, among others, very critical on the procurement
policy. Trajectories at the Ministry of Defence are lengthy and require
large investments. This is particularly difficult for SMEs. The current
procurement regulations but also budgets of decision-makers within
(the Ministry of) defence do not sufficiently match when innovation
is scaled up.
A lot of paperwork and bureaucracy when using/applying for
schemes/arrangements. Smaller companies struggle with the long
lead times and the required development capacity. Also,
insufficient long-term perspective is offered. Financing is an
important issue as well.
Criticism of knowledge and process at the DMO, and many
changes in personnel.
In tenders, (the Ministry of) defence aspires 'Off The Shelf’
products for the lowest price; companies wonder whether this is
the best solution in the long run in light of the DIS.
There is a need for support in financing projects, shorter turnaround
times in tenders, and awarding contracts more on the basis of quality
instead of price.
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USE OF INSTRUMENTS AND SUPPORT FROM THE GOVERNMENT

Use of government instruments, policies and support

. . . Use of government instruments, support
* Companies are using more general instruments opposed to defence

specific instruments. The WBSO, Industrial Participation and WBSO I 3 7 /o

Launching Customer are found beneficial, as well as the introduction Industrial Participation I 20%

to foreign ministries. Other instruments of the Ministry of Defence Trade missions and exchanges  IEEEGEGEGEG—_—_—_—_—_—__— 1%

are little used. There are too many regulations, and the companies Top sector specific schemes (PPS scheme, MIT “Determination is
scheme) 0

find that the instruments are too fragmented. required for the

National and International Technology Programs 149%
*  There are mixed experiences in SMEs when it comes to support and (NTP/ITP) fulfilment of the
: : i I 49 »
growth. The National Growth Fund and EDF are experienced as too Horizon Europe 14% DIS.
Comp]icated, especially by SMEs. European Defense Fund / EDIDP / PADR By 11% ]
L ] ) _ ) “Introduction at
* Companies indicate that the financing of export is well organised. Launching customership from the government IS 9% : »
potential partners.
However, with regard to the issuing of licences, they indicate that National Growth Fund, Growth Facility SN 8%
export is at times not possible or that the issuing of a licence takes “Active government to
p p 5 Defense Innovation Competition IR 8% 4 .
(too) long, so that the turnover potential disappears. government policy. The maze

. . . L Lo Defense Materiel Development Committee (CODEMO) Bl 7% : ; ; ”
« Cooperation with future potential users within the Ministry of of regulations is a crime.

(Co-financing) ERDF I 6%

Defence is often difficult to accomplish. p : :
For product innovation, the

* Companies indicate that the DIS has not yet been sulfficiently Small Business Research Innovation (SER) NS 3% :
investment threshold is the
translated into specific policy and implementation with Innovation credit HEEM 3% greatest issue.”
correspondmg fundlng' National Science Agenda / NWO Mission I 3%

* There is a need for production innovation incentives to strengthen .
R&D Mobility Sectors I 3% . Defence specific

the Dutch Defence Industry base.
Defense Innovation Game B 1% . General

% of number of participating companies, unweighted
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USE OF INSTRUMENTS AND SUPPORT FROM THE GOVERNMENT

Large organisations use significantly more instruments

Organisations indicated which instruments are used, where multiple responses were possible. It is evident that larger organisations have better

knowledge on how to access the various instruments.

Use of government instruments (average nhumber per company size)

5,0
-
4,0
35 m—
3,0
2,5
2,0
0-25 25-100 100-250 250-500 500-2500 >2500
Size

Average number of instruments mentioned, with multiple responses possible.

Public

m Defense Innovation Game

m R&D Mobility Sectors

® National Science Agenda / NWO Mission

m Innovation credit
Small Business Research Innovation (SBR)
(Co-financing) ERDF

m Defense Materiel Development Committee (CODEMO)

B Defense Innovation Competition

m National Growth Fund, Growth Facility

® Launching customership from the government

B European Defense Fund / EDIDP / PADR

® Horizon Europe
National and International Technology Programs (NTP/ITP)
Top sector specific schemes (PPS scheme, MIT scheme)

B Trade missions and exchanges

m Industrial Participation

mWBSO
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USE OF INSTRUMENTS AND SUPPORT FROM THE GOVERNMENT

Of the defence specific instruments, industrial participation is most often

used

* Larger organisations make more use of Industrial Participation.

Percentage of companies using Industrial Participation by size class
60% -
50% -
40% A
30% -
56%

O, -
20% 36%

10% A

I

Totaal 0-25 25-100 100-250

0%

250-500 500-2500 >2500

Number of employees

"We, as SMEs, are far too small for industrial participation. Large
parties are not open to it".

Public

* Approximately 20% of the participating companies make use of
Industrial Participation. We see that this especially applies to larger
organisations, such as Tier 1 and knowledge institutes, and that it is
more rare for fast-growing organisations.

* Interviews suggest that Industrial Participation is highly appreciated.
[t is seen as a powerful instrument. International cooperation is also
appreciated, where the F-35 is mentioned as an example. It allows a
small country to participate after all.

* However, SMEs do not feel involved or do not enjoy success with
Industrial Participation. However, annual reports show that a large
share of the funding goes to SMEs. The report for 2019-2020 states
that by 2020, approximately 61% of funds have ended up in SMEs
(<250 employees).

*  The Industrial Participation Policy report 2019-2020 shows that
between €200 and €300 million is awarded annually for Industrial
Participation.

2016 2017 2018 2019 2020

Number of claims

Approved (mio euro) € 200 € 266 €337 €322 € 320
IP per claim (mio euro) 0,55 0,93 1,09 1,10 1,13

Source: Industrial participation policy report 2019-2020
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ATTACHMENTS

Research approach

Deskresearch Interviews and :
S o : : Conclusions and
and quantitative qualitative Strategic analysis :
reporting
research research
» Kick-off session * Turnover and employees * Define supply and value * Analysis and * Drafting the report
* Project setup * Innovation chains interpretation of the * Review
» Sector definitions, top * Funding and capital * Questionnaire and results * Feedback final report
companies interview guide * Workshop
* Align planning * Interviews with * Formulating
* Communication companies, defence recommendations
departments and interest
Goal Indicators

Size e  Number of companies, turnover, employees

e  Turnover and employment data

e  Contribution to gross national product and employment
Qualitative interpretation e  The positioning within the DIS areas

e The international position and partners (production, market)

e  The share in military and civil activities

e Insight into how the current policy is being experienced and fields in which the government can assist/facilitate
Innovation capacity e  The investment commitment to innovation and R&D
Funding and capital e  Use of (public) instruments
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Research validation

* For the total population, the total number of employees has been
identified based on public data and, where possible, financial key
figures such as turnover, added value, the percentage of R&D costs of
the turnover and percentage of export of the turnover have been
studied.

*  The research population has changed compared to the last survey. In
2016, 651 companies were surveyed; in 2019, there were 475. In
2022, there will be 932.

* All companies in the population were invited to participate via a
survey. The organisations had six weeks to provide the data. In total,
180 companies participated (19% of the population).

* Based on the sample, the data of the participants were weighted on
the basis of employee class in order to obtain an estimate of the
entire population. This is similar to how the survey was carried out
in previous years. However, this time various corrections have been
made in order to make a reliable estimate of the total market.

* The figures were checked against other public sources and also
compared with previous years. Overall, the group of participants
gives a representative picture of the population.

Corrections performed

The data supplied were checked against public data.

Missing data were estimated on the basis of previous years and other
sources, such as annual accounts.

The non-response has been analysed. Most organisations that do
more business with the Ministry of Defence responded more often.
Hence, a correction has been made to the extrapolation of the
sample.

Companies that turn out not to work in the defence and security
sector after all were removed from the sample and from the
population.

The nine largest organisations and knowledge institutes are
unweighted. These organisations therefore only count for their own
figures and have not been multiplied by a re-weighting factor.

Size range Response

0-25 17%
25-100 19%
100-250 13%
250-500 28%
500-2500 23%
>2500 53%
Total 19%
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Sources

Research NLDTIB

Research NLDTIB

EIM. (2008, May). The Dutch defence-related industry.

Triarii. (2012, May). The Dutch Defence and Security related industry
2012.

Triarii. (2016, March). The Dutch Defence and Security related
industry 2016.

Triarii. (2019, October). The Dutch Defence and Security related
industry 2019.

Ministry of Economic Affairs and Climate

Ministry of Economic Affairs and Climate Change, Ministery of
defence. (2018). Defense Industry Strategy.

Report Industrial Participation Policy 2019-2020. (2021, December).
Developments EU defence market presentation CMP-EZK. (2021).
Ministry of Economic Affairs and Climate. (2020, October). Vision on
the future of the industry in the Netherlands.

Dialogic. (2020). The Dutch investment climate.

KPMG. (2020). SWOT analysis strategic value chains.

Ministry of Defence

Ministry of Defence. (20204, October). Defence vision 2035: Fighting for a
safe future.

Ministry of Defence. (2020b, November). Strategic Knowledge and
Innovation Agenda 2021-2025.

Ministry of Defence. (2021a, September). Defence Projects Overview.
Ministry of Defence. (2021b, September). The Dutch export control policy in
2020.

Ministry of Defence. (2021c, December). Outcomes policy review
Commercial off the shelf/ Military off the shelf.

Ministry of Defence. (2022, February). Letter to Parliament defence policy.
Adoption of the budget states of the Ministry of Defence for the year 2022.
Adoption of the budget states of the Ministry of Defence (X) for the year
2021 35570 X. (2020).

Ministry of Foreign Affairs

Ministry of Foreign Affairs. (2021, December). Report on export of military
goods updated until December 2021.

50



Public

ANNEX

sSources

International

. ASD. (2021). Aerospace and Defence Industries, facts & figures.

. Deloitte. (2021). 2020 global aerospace and defense industry outlook.

. European Industrial Development programme (EDIDP) 2019 and
Preparatory Action on Defence research (PADR) 2017-2018-2019.
(2020).

. HM Government. (2021, March). Defence and Security Industrial
Strategy UK.

. Stockholm International Peace Research Institute (SIPRI). (2022).
World Data Bank.

Aviation & Space

. Algemene Rekenkamer. (2019, March). Lessons from the JSF. Getting a
grip on major defence equipment procurement projects.

. NAG. (2016). Advancing your Aerospace and Airport Business.

. The Hague Centre for Strategic Studies. (2016, July). Wings for the

Netherlands, towards new partnerships for military aerospace.

Maritime

. The Navy and the Naval Construction Cluster. (2017, May). An
ecosystem under pressure.

. The Dutch Maritime cluster. (2020). Monitor 2020.

. The Dutch maritime cluster. (2021, October). Monitor 2021.

. Netherlands Maritime Technology. (2020). Sector Annual Report
2020.

. Netherlands Maritime Technology. (2021, October). A futureproof
maritime manufacturing industry.

. Study on New Trends in Globalisation in Shipbuilding and Marine
Supplies - Consequences for European Industrial and Trade Policy.
(2015).

. Triarii. (2018, June). Economic Impacts of Marine Construction
Cluster.

General

. NIDV. (2021). Industry guide 2021.

. Rathenau. (2019, July). Knowledge in the crosshairs The implications
of the digital arms race for the public knowledge infrastructure.

. Stockholm International Peace Research Institute (SIPRI). (2022).
World Data Bank.
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Contact details

Luddo Oh

l.oh@berenschot.nl

Hans Schotel

h.schotel@berenschot.nl

Anne van Noortwijk

a.vannoortwijk@berenschot.nl

Vincent Coppola

v.coppola@berenschot.nl
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