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Introduction

In March 2014 when| took over asMinister of Economic Development, | inherited a wide range
of challenges, opportunities and emergensidrom previous administrations Recalling the
process of exploration and fast learning that | experienced in my first week in office, | remember
with pleasure that one of the acts with which | started my term in office was the submistion
the ltalian Parliamert of the first annual report on the implementation of the policy on
innovative startups.

Based on an express provision of the law, | waguired to report on regulatory developments
and the first impact analyss of legislation thatat the time resemblechothing so much as a large
building site. Faced with a legislative package that was starting to take atbout a subjectthat
of promoting new innovative business ventures, whicthdught wasessential for strengthening
the competitiveness of the nati@h economic fabri¢ | favoured a gradualapproach based on
continuity with ongoing actions. The monththat followedthe submission of the first report
were characterisedboth by a consolidation of existing initiatives awell as by a growing
expansion of the range of measuressupportnew innovative business ventures.

With regard to the former, there was a continuation dhidden but vital work based on
monitoring the signals coming from the ecosystemThis includeddiscussions wh market
participants and replies to requests for information from citizens armbmpanies It was possible
to resolveinterpretative doubts raised bya number ofparties in relation to the legislationz
through the drafting of circulas, guides andexplanatory documents and the development of
procedural simplifications This wasa natural result of legislationcharacterised by strong
innovative elements andits widespread communication throughout theregions often in
collaboration with the Chamberef CommerceSolid meticulous, comprehensive and continuous
work.

Howeverwe needed tamplement new initiativesto raise the level of ambition, taccelerak the
process otatching up with our international competitors that our ecosystem hasdertakenin
recent years, and tamplementits own original features

The Italia Startup Visa and Italia Startup Hub programmes dateback to June and December
2014 respectively Thesgprogrammes revolutionisedz by simplifying, acceleratingand putting
them aline z the procedures that allow the attraction and retention of talent from outside
Europeto our country. Those who choosaeur country to start their innovative enterprises can
openup and enrich our ecosystem.

Then, the "Investment Compact" Decrekeaw, which was converted into daw in March 2015
introducedthe new procedure that allows entrepreneurs to establish innovatstartups online
This can be donevithout the need to use external professionals, withwer costs anddigitally
signedarticles d incorporation. The same measure alsohancedhe programmeon innovative
startups, bringing the periodfor which the subsidies are applicabig to five years.

However, itwas through another provision of the Investment Compact that public action
strengthen the innovations ecosystemchievel the most significant breakthrough since the
Growth Decree 2.@t the end of 2012 This washe provisionrelated to innovative SMEsLhis
provision extendeda large part of the measures already provided for thenefit of innovative
startups to a potentially much broader targetcomprising all small and mediumsized
companies operating in the field of innovation, regardless of ithelate of establishment,
formulation of corporate purposeor level of developmenWith this sort of legislationaimed at
stimulating new businessestartups and innovative SMEare just two evolutionary stages of a
sequentialand coherentprocess Through it, the Governmentwishes not only to facilitate the
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starting phase but also, &ér two years, to accelerate the strengthening and growth in size of all
companies with a strong focus on innovatiamongthe SMEswhichform the backbone of our
economy.

Having reached the second edition ofishreport, | am therefore firmly convincedhat in recent
months public actiorsin favour of the national ecosystem of innovative business ventivage
gained further strength and effectiveness The rapid and sustained growth of innovative
startups, of which ample evidence is given in flelowing pages, will allow he reader toassess
this evaluationobjectively and sientifically .

At the end of August 201,5here were4,511 innovativestartups, 1,391 more than at the end of
2014 and 2,792 more thathe number recordedat the end of Febrary 2014 in the previous
report to Parliament Figures like thesélustrate the high level of attention that the innovation
ecosystem is paying to the policy, its increasing appearance in public discussibost
innovation, and its gradual disseminationthrough the regulatory instruments used to promote
investment in innovatiors.

This is a growing recognitiopwhichis clearly perceptiblall over Italy, when one considers that
on average 40 new innovative compang areset upeach weelkifrom Milan to Ralermo, which
further expandthe number of companies in the special section of the Regibiay givesaccesgo
the incentives systertght provinces are nowgiving a permanenthome to over 100 innovative
startups. The figures show threeparticular areasof concentraton, in the cities of Turin, Rome
and Milan, the latter nowbeing able to proudlystand up tocompetition with major European
cities. There is also a significant presence of innovastartups in the Southwherethe province
of Naplesranksfifth among the provinces dfaly in terms of startup numbers

This phenomenon, it should be added, Is&arted to show figures that aresignificant, including
those foremployment trends and, more generally, in terms ©ife as well According to data
from the Chamber of Commee; on 30 June 201Bnovative startups employed20,800 workers
(16,861 shareholderg one may assumehat the shareholders are directly involved in their
companiexz and 3,924 employees)his wasabout 2,900 more than in the previous quarter and
over5,800more whencompared to late 2014.

Between 2013 and 2014ve have also witnessed an increase in the numbecahpanieswith
employees (from 634 to 1,010), accompanied by an increase in the aearamberof employees
(3.2t0 3.4).

Also as atmid-2015, 461 startups were able to attract bank loans using the simplified and free
procedure provided by the Guarantee Fund for SMEs, for a total amoum¥188 million. This
was an average o0fA306,000 per loan, a particularly high figure consideringhat they are high-
risk companies and tht traditional companiesare having continuing difficulties in accessing
credit.

Encouraging signs also came frothe data on tax incentives for investments startup equity. In
2013, the first year of operation, 844 taxpayers (individuals and companiatijectly or
indirectly, invested resourceamounting to A28.2 million. This data shows a goodtart for one of
the main tools of the Startup package" | am confidentthat the next report, which will analyse
the transactions in 2014 (the period when the number sthrtups achievedhigher figures),will
confirm a significant impact on theequity investment marké. Further impetus will also be
offered by theenhancing of the rules about incentives, with a broadening ofhe range of
investmens eligible for subsidynd a simplification of procedures Thisdevelopmentwas made
possible by the new Europeag@ommission guidelinesn state ad, which were publishedn the
summer of 2014.
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Despite the great efforts that have been made and gberery encouraging figures, many
challengegersist Three challengegemain above all

1. To internationalise the Italian ecosystem of innovative entrepreneurship, make it more
attractive to the international flow of human and financial capital, and improve its
recognition globally.l have already mentionedhe Italia Startup Visaand Hubprogrammes
which revolutionised the procedures for granting visas and residence permits fdf- se
employmentto the advantageof talented people from outside Europe wheant to start
high-tech companiesin our country, but that is far from all. The recent launch of a
collaboration between the lItalian Investment Fund and the European Investment Bank, the
agreement signedvith Francein May 2015 for the submission ¢dint investment projects
under the Juncker Plan, the Italian contribution teards creating a Single Digital Market for
the European Union, membership of initiatives such as the Policy Tra&kartup Manifesto,

a valuable mapping of national strategies on innovation, and thstartup Europe
Partnership, to encourage cooperation hgeen large companies and innovativ&artups,

are the most vivid examples of thenternational drive that increasingly characterises
Governmengction in the field of innovain.

However, in order to move faster, team spirit and commitment from every@meequired to
enhance recognition of the good progress that Italian innovative entrepreneurship has made
in the last three years, both in Italy and overseas. Although the Italian innovation ecosystem
has now gained seliwareness and the many scatteredriees of excellence are finding
cohesion thanks to the policies implemented in the last three years, some media debates
about startups continue to view the phenomenon as a passing fad. On the contrary, in a
world where value chains are increasingly globah AT OT OOU8 O AAEI EOU
companies and push them towards the frontier of innovation is bound to be one of the main
determinants of competitiveness.

2. Strengthening the venture capital investment market. Although tax incentives for
investment areshowingslightly encouraging signs, despite the intensification of the action
in terms of venture capital by the Italian Investment Fund, despite Ithging ore of the first
movers with equity crowdfunding legislation, the figuredor equity investment in new
innovative companies are not yet up to standafor a large industrialised country. So many
of thetalented peoplewho create innovativecompaniesare not able to attract the capital
that would allow their companiesto grow, and are forced tdower their ambitions. At a
regulatory level, thestrengthening of tax incentives for investment gtartups and measures
to eae the regulations on equity crowdfundingre currently underway. The recentreation
of a A50 million venture capital fund, managed by Invitalia and able to mobilise the same
amount of resources from the private sectdestifiesto our commitment toachiewe our
goal. However, even in this cgsege need a strong commitment from everyone, especially
from the private sector, which is called upon to havegeeater tolerance of risk and to
devote more attention to productive investments in research, developnaemt innovation.

3. To multiply and improve the links between research and industry, and between traditional
companiesand innovative companies. This is not a leitmotif or empty rhetoric, but a
commitment that the Ministry of Economic Development has been pursuing tangible
steps. | refer not only to the aforementioned investment incentives for venture capital, which
also affectcompanies but also to the new tax credit system for research and development
launched by the Stability Law of 2015, which provides significant tax benefits for companies
doing research and innovation by cooperating with researdentres laboratories and
startups. Large companiesvhichcould innovate entire supply chains by drawingom the
pool ofinnovations contained irstartups, continue toview the latter with indifference, if not
suspicion. We need a paradigm shift thatould be ableto create a dynamic synergy
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between maturecompaniesand a new generation oftartups, and to pomote acquisition
and acqui-hiring processes.

To conclude, @reat dealof work has beertarried out since March 2014and the path that has
brought us this farhas beenarduous but continuous. Ourcommitment to supporting and
strengtheningthe entrepreneurshipof a new generation is unchanged. Strong public investment
and regulatory effort is not only justified for economic reasos z such as the pursuit of
sustainable developmenstrengtheningthe competitiveness of the economy and tbeeation of
new jobsbased on the centrality of innovationyhich isunanimously recognised biynternational
economicexpertsas a fundamental driver of economic growth but also in terms of meta
objectives of a social and cultural nature.

The very pulication of this reportsignalsa change in attitude compared with the past. The
Government's intention is not only taclaim victory” whenthings are going well, but above alio
allow transparencyin relation to the effects of the policies it is pursuing make data and facts
available to the public, to judge and be judged. | believe that this trend toward decisions that are
as evidencébased as possie is essential for identifyingerrors, correcting and learning from
them. Only in this waycan the ug ofpublic resourceg not only financial but also in terms of
"political capital" for the benefitof a cluster ofenterpriseswe think it is our duty to believe ig

be truly responsibg.

To identify the metaobjectivesunderlying our policy effort we will briefly remind you of the
salient features of thestartup phenomenon. Astartup is a new innovative company that, by
definition, aspires to grow rapidlyand isnot content with a local marketinstead,it is driven by

a strong international ambition, is based on a team with diverse skilleas a strong drive
towards innovation and grows not by improvisation but through a structured and continuous
planning process.

Thus startups metaphorically embody &hangethat is verydesirable, not only in busessbut
also, in a broacer senseat the cultural and sociallevel

The ambition to face the toughest challenges, awaessof what is happening in the world and
one's own role init, the ability to bring together talent and build on collective intelligence to
pursue common objectivethe willingness to find new solutions to old problems and the ability
to take decisions that are planned, not improvised. A thesecharacteristicsthat we want for
Italy ?

The Minister
Federica Gidi
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1 The public authority responsible for regulating the Italian financial markets.
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Summary of the report

Now in its second edition,this report aims to show the regulatory changes that havdeen part
of the Government's strategy to support the ecosystem of innovative companies from March
2014 to date (Chapter 1) It describes the "demographic" dynamics of innovéive startups,
which form the main focus of this edition as well as of thecertified incubators and innovative
SMEs registered in the special sections of the Register of Compan{&hapter 2). It also
analyses the initial results generated by the policy instruments that make up the Italian
"Startup Act" (Chapter 3), and highlights additional initiatives for the ecosystemthat were
introduced after the Growth Decree 2.0Decreto crescit.0) (Chapter 4).

In this period, the Government's cormitment to supporting innovative businessesreached an
important turning point with the enactment ofthe "Investment Compact" decredaw, which

extended some of the support measuresprovided to innovative startups to a new range of
enterprises, that is, innovative SMEs This covers all small and mediumsized businesses
operating in the field of technological innovation, regardless of the date of incorporation and

their corporate purposes.

The relatively short time that has passed since the start of Gravth Decree 2.0 (whose
conversion into law dates back to December 2012, whiléhe establishment of the special
section of the register dates to February 2013) does not allow a thorough assessment of the
impact of the various measures. However, the figureshat will be presented highlight the
emergence and gradual consolidation of a national innovation ecosysteimat can stand up to
international competition and provide an inspiration for the modernisation of the Italian
entrepreneurial model.

As of 30 June 2015, there were 4,206 innovativetartups registered in the special section of
the Comparies Registerof the Chambers of Commergancluding over 3,000created after the

Growth Decree 2.0came into force 18% in 2015, 35% in 2014, 23% in 203 and only 24%
before 2013.Each weekfrom Milan to Palermo,on average40 new innovative businessesare

established and added to the special section of thHeegisterthat gives access tahe systemof

supports. Eight provinces now have, on a stable basis, a quota af least 100 innovative

startups (Milan, Rome, Turin, Bologna, Naples, Modena, Florence and Tren8iartups all fall

ET O1 sn@sAnd @ery smalldsize categories In fact, only 1,275 startups have any

employees and of these, 95.7% are micr&companies (belonging to the 19 employees size
category).

The phenomenon isalso having anoteworthy effect in terms of employment Accordingto
data from the Chambers of Commerce, againon 30 June 2015, innovativestartups employed
nearly 20,800 workers (16,861 shareholdersz presumably directly involved in the company
as partner-workers z and 3924 employees), about 2,900 more than in the previous quarter
and 5,800 more than at the end of @4, when there were 14,862 shareholders and 3,025
employees.

By analysingthe human capital factor more deeply, we can see that a quarter of the overall
number of startups on the register are made up ofbusinesses controlled by young people
(agedunder 35). This is more than double the percentagéor all businesses(12%) and four
times the figure for joint-stock companies (7%). This gap is significantly greater if we take
into account all the companies in which there is at least one young person angst the
shareholders or on the Board of Directors (41% for startups vs. 13.6% for joint-stock
companies).
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Amongst the innovative startups, a significantnumber of (782) of companies declaredthat
they possess a means of protecting intellectual property.

The geographi@l distribution of innovative startups reflectsa balance that, on a larger scale,
characterises the national economy. The South of Italy is now home to 22.3% of the
innovative startups in the country, theCentral regions have 21.4%, and therare 56.3%in the
North (30.7% in the North-West, 25.6% in the NorthEast). The Italian region thatforms a
home to the highest proportion of innovative startups is Lombardy (21.8%), followed by
Emilia-Romagna (11.9%), Lazio (9.8%), Veneto (7.5%) and Piednt (7.1%). Amongst the
regions in the South, Campania and Sicily stand out, respectively in seventh and eighth place
in the national rankings, with 5.8% and 4.3% of the total number ctartups.

By analysing datarelating to registration trends, it emeiges thatz excluding the initial peakin
early 2013, shortly after the start of policy zZ there has been an almost linear growttover the
last two years, although tlesehave been characterised by severe and widespread recession.
The upsurge of startup companies therefore appearsto contrast with the overall figures for
new registrations of Italian companies, which in recent times has seen a slow but steady
decline. Since the policy came into force, the average number dafinovative startup
registrations has risenfrom 79 per month in 2013 to 122.7 in 2014 and 127 in the first half of
2015.

A second pillar of the legislationaims to promote the creation of certified incubators. These
are businesss that host, support and accompany the development of entpgeneurial

startups from conception through to early development by offering training, operational
support and management Theyprovid e tools and workplaces and facilitaé contacts between
investors and business ideasghat are believed to have a high potentiafor financial return, but

which are, as yet,not attractive to market capital.

At the end of June 201530 certified incubators were registered, almost threequarters of

which were located in the North, about 25% in the Centre and only one in the South (in
Sardinia). These employed a total of 322 employees, an average of 11 per company, witine

largest having71 employees.

Last year'svalue of production (the 2013 or 2014 figures, depending on the case) shows that
the certified incubators have an average turnover oO1.6 million, with a maximum of nearly
‘O7 million. The share capital of these companies 181.9 million on average with a maximum
capitalization of nearly’'O10 million.

On the regulatory front, the lastl8 months has beemmarked by important innovations that
have boosted the number ofmeasuresaimed at supporting the emergence anéxpansion of
innovative startups. A second generation of incentes was added to thdegal instruments
introduced in late 2012 with Growth Decree 2.0, includinga reduction in costs for business
startups, simplified, direct and free access to the Guarantee Fund for SMa&sgd an equity
crowdfunding tool for the online raising of broadly held capital and incentivesfor capital
investment in startups. These new incentives wereaimed at completing the subsidy
framework aimed atgrowing the national innovative entrepreneurship ecosystemThe lItalia
Startup Visa and ltaliaSartup Hub programmes are aimed at facilitating the attraction and
retention of talented peoplefrom outside Europethat are interested in starting an innovative
business in Italy. The following elements were addedto their programmes. soft loans with
interest subsidiesawarded by Invitalia under the Smart&Startprogramme, a new and free-of-
charge online procedure for establishing innovative startups using standard articles of
incorporation and articles of association witha digital signature, and a time extension, from 4
to 5 years,for innovative startup status.
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As already mentioned, the benefits for innovative startups provide for lower initial costs
related to starting companies and the formalities required by the Registrar of Companies,
with a tangible impact on the costs ofetting up businessesOnce they are registeredn the
special section of the Register, innovativetartups and cetified incubators”... are exempt from
the payment of stamp duty and admistrative fees for obligations concerning registration in the
trade register, as well as payment of the annual fieethe Chambers of CommertéArticle 26,
Section (8) of DecreeLaw 179/2012, as converted by Law 221/2012). These benefits result
in appreciable savingsparticularly for companiesthat are generally very small. If we examine
the 888 companies already in existencen 18 December 2012 andthat were only self-
certified as innovative startups after the special section of the Registewas established
(February 2013), it is estimated that if thesebusinessescould have benefitted from such
exemptions from the time they were founded they would have achieved average savings of
‘0525 each in he first year of registration on the Register of Companiesand ‘0435 for the
following four years.

The Guarantee Fund for SMEs &so showing figures that are particularly encouraging.

This fund was createdto facilitate access to credit and the development of micro, small and
medium businesses bygranting a public guarantee in relation to loans granted by banks.

With reference to innovative startups and certified incubators, the End intervenes without

charge, covering 80% of the loans issued by bargs without performing creditworthiness

checks additioral to those already performed by lendersThis preferential access is resulting
in very solid figures.

646 applications for support from the Fund in favour of inmvative startups were approved
between 26 July 2013and 30 June 2015. In this context, the Fund has granted neai@156
million in guarantees, which in turn have generated aboutO198 million in credit. 461
innovative startups have had access to these beiitsf of which 110 (24% of the total)were
for more than one financing agreement.

The level of funding granted amourgd, on average, td0306,000 per transaction, a much
higher value than that recorded in 2014 for all SME<3134,000).

The mostrepresentative categorysize, for the entire period under review, is thecategory for

loans with a monetary value of betweer0100,000 and G300,000 (32.2% of the total). Loans
exceeding0b00,000 represent 13% of the overall loans guaranteed by the Fund, antbo are
for more thanO1 million.

To strengthen the venture capital investment market, Article29 of Growth Decree 2.0
provides that individuals investingin innovative startups with cash contributions are entitled
to a deduction fromthe grosstax on their income of 19% of the amount invested up to a
maximum amount of0500,000. Companies are granted a deduction from taxable income of
20% of the amount invested in share capital, subject to a maximum @1.8 million. The
deduction rate for natural persons ncreasesto 25% and the rate for companiesncreasesto
27% for investments in innovative startups with social goals, or those that exclusively
develop and market innovativehigh technology products or services for the energgector.

The figures for the first year of operation are showing encouraging signs: in 2013, when the
number of innovative startups was still very small, there were 844 taxpayers, both individuals
and businesseswho had made investmentsf028.2 million, directly or indirectly, in relation

to 463 innovative startups.

In particular, investments by individuals amounted to 014.5 million (of which ‘00.9 million
was as indirect investments) and involved 338 innovativestartups. Deductions from taxable
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income for income taxof almost O2.9 million were granted. Investments by companiesthat
were eligible for tax concessiongeached the sum 0f013.7 million (O1.5 million as indirect
investments) andinvolved 126 innovative startups. Deductions from taxable income for IRES
corporation tax of almostO3 million were granted.

Furthermore, according to AIFt data for 2013, @arly stagédinvestments amounted to'O81
million. The share of investments subsidised by this measure was almost a third of the
market's total.

With regard to angel investment, the latest IBAN Survey calculated a total amount invested in
startups of 046 million for 2014, up 45% compared to 2013. These figures give a glimpse of a
dense undergrowth of different investors emerging, and we expect a strong increse in
subsidised investmentsfrom 2014 onwards.

Equity crowdfunding is an innovative system for raisingwidely-held capital using online
platforms, andit is showing sgns of some vitality. By 31 August 2015 17 portals had been
entered onto the register managed by Consobof which 16were authorised by the latter and
one was operating as an investment firm with prior authorisation to provide investment
services. 8 of the registered portals areurrently operational.

The range ofoffers available via online portals is still quite limited. Up to 31 August 2015, a
total of 25 offers had been madeavailable onthese portals. On average, the capitakquested
amounted to approximately ©342,000 per project, with a minimum of ‘080,000 and a
maximum of0750,000. The average share of venture capital on offer was 23.74%.

Of the 25 available services, 8 ended up operating successfully (36.4%hilst of the other 17,
14 were shut down without success and 3 were still in progress. The total fundequestedby
the startups that have published their offersvia these portals amounted t0'08,545,976,whilst
the amount actually subscribed, which is a first estimate ofthe potential for raising capital
through online portals, amounts to little more than02.3 million, equal to 33.3% of theoverall
targeted capital raising for the completed offers.

In addition to the provisions of Growth Decree 2.0, the Ministry of Economic Developmehgas
committed itself to other programmes in support of the innovations ecosystem In particular,
in collaboration with the Ministry of Foreign Affairs, the Ministry of Interior and the Ministry
of Labour and SociaPolicies, it has started a visa policy aimed at innovative entrepreneurs
from outside the EU, as a stratag lever for attracting and retaining highly qualified human
resourcesto our country.

Launched by the Ministry of Economic Developnmd on 24 June 2014, the ItalicBtartup Visa
programme introduced a centralised fast-track mechanism,with a minimum of bureaucracy,
for granting entry visas for the selfemployed to applicants who intend to establish an
innovative startup in our country.

On 23 December 2014the Italian Startup Hub was launchedbased on the blueprintfor the
Italia Startup Visa, which extended the fastrack procedure to nonEU citizens who already
have a valid residence permit (obtained, for exampléor study purposes) who want to remain
in the country after expiry of the permit in order to establish aninnovative startup. In this
way, they could convert a residence permit to a "sefemployment startup permit" without
having to leave Italy, as well as benefing from the same simplifed proceduresthat are
applicableto the granting of startup visas.

2 |talian Private Equity and Venture Capital Association

3 Italian Business Angels Network
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As of31 August 2015, 37 applications had been received melation to the Italia Startup Visa
programme (18 of which arrived in 2014, and the remaining 19 in 2015). There were 15
countries of origin: mainly Russia, with 10 applications, followed by Ukraine (5), Pakistan (4)
and Japan (3)Of the 37 applications, 24 were successful (65%), 11 were rejected due to the
weakness of the business plan or lack of innovation and 2 were considered inadmissilolee
to the requirements not being met

With regard to the Italia Startup Hub programme, againas of 31 August 2015, a joint
application from two Koreans citizens and an application from an Iranian citizen already
resident in Italy for study purposes had been received(all of whom had obtained 5-year
university degrees).

Another subsidy instrument showing consistent resultshas beenthe Smart&Start measure,
which provides for the granting ofzero-interest loans by Invitalia. The first wave of subsidies
(between 16 February 2015and 29 July 2015)involved 131 innovative startups at a total of
'065.8 million of benefits provided. It is expected that thestartups will trigger investments
exceeding063.2 million, of which nearly 75% will be for companieslocated in the Centre-
North of the country.

More recently, further initiatives have given evenstronger support for the developmentof the
national innovation ecosystem

In particular, to support venture capital investments in firms with a high growth potential, the
Decree of the Minister of Economic Developmerdf 29 January 2015allocated a share of the
resourcesin the Fund for Sustainable Growth o950 million to a fund named "ltalia Venture
I", which ismanaged by Invitalia Ventures SGR S.p.A.

At the same time activities carried out by the Chambers of Commercall around Italy, aimed
at supporting innovative startups have been significant; in particular, a roadshow of 7
meetings was heldn the final months of last year, coordinated with the Ministry of Economic
Development, topublicise the whole structure of regulationsin favour of innovative startups
atalocal level.

The need to organise these meetingwas linked to an appreciation that many businesses
knew very little about the industrial policy measures recently implemented by the
Government.

This information gap was also reflected ina survey carried out in May 2015by the Ministry of
Economic Developmenton a sample of 1,000 "excellent SMEs", definbdsed ona number of
parameters includingtheir investments in R&Dand innovations.

The primary purpose of the survey was to measurg¢he performance of innovative Italian
companies and facilitate the emergence of a niche of "excellettiisinesses with potential for
playing a strategic role inreviving the national productive system

Research shows signs of a significant recovery in the economy, with particular refexe to
the forecasts for 2015for turnover and employment, and a degree of computerisation that, on
the whole, is satisfactory.

There was a significantcommitment by the vast majority of excellentbusinessesto make
investments, that were mainly innovative in nature. In particular, just over 80%declaredthey
had made investments in 2014 and intended talo soin 2015 as well. In addition, 96.7% and
95.4% of the sample indicated, for 2014 and 201Bespectively, that they supported orwould
support investments in product, process and organisational innovationThese data are

s o~ A s s s oA s
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Finally, a high proportion of excellent SMEs (just over 56%)eported that they had carried
out overseastransactions in theperiod 2012-2014, which bears witness to the faicthat, quite
often, innovation and internationalisation strategies go had-in-hand.

The survey by the Ministry of Economic Development confirmed the results of many other
studies and researchhighlighting the fact that innovative businessesperform better than
those that are notparticularly innovative, above all n regard to the main conpany indicators
(turnover, employment and investment).

Therefore, targeted support of this group of successful companies mag a further stimulus
for economic growth.

Bringing on models ofexcellence andsuccessand triggering positive emulaion processsare
two key challenges inthe context of industrial policy, concerning which the Ministry of
Economic Development intends to step up its efforts in the coming year.
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1. The Investment Compact and other regulatory developments

WHY PROMOTNG INNOVATIVE ENTREPRERURSHIPMATTERS

The promotion of innovative entrepreneurship is one of the main objectives of the Ministry of
Economic Development's industrial policy.

Before discussingthe regulatory changeshat have occurred since the previoudition of this
report, we would like to recall the main theoretical paradigms that underlie them.

That technological innovation is a harbinger of better performance at a macro level is an
assumption recognised in literature as early as Solow, who in hi9&7 classicz "Technical
Change and the Aggregate Production Functibnz calculated how much technological
advances had contributed to the 87.5% growth of the US economy from 1909 to 1947.

The most recenteconomic literature also attributes to new innovative companies, compared
to existing ones, a greater impact on overall levels of output and employment (Enrico Moretti,
"The new geography of work", 2013) and emphasises the importance of public intervention in
support of innovation (Mariana Mazzucato, "Thdentrepreneurial State”, 2013.)

The views of economic theoriston the central role of innovation in development processes is
therefore a major source of inspiration for the policyon innovative startups. The economic
literature , which emphasises the roleof new businessesin the dynamics of growth and job

creation, runs parallel to this line of research.

) T O3,AréchAnbldgih and Industry Scoreboard 2013", the OECIR,focusing on 15 major
world economies, estimated that over the past decadexcluding the financial sector, recent
businesses(established in the last5 years), while only employing 20% of the overall work
force, generated almost half of the new jobs. Moreover, during the last recession, there was a
greater loss of employmentfrom companies that had beemunning for over 5 years, whikt net
employment growth remained positive in recently establishedbusinesses

Furthermore, a study by the Kauffman Foundation in 2010 shogd how, from 1977 to 2005,

the net growth in employment in the US occurred only through companieshat had only been

in business for less than a year. The studgvealedthat, on average, existingompanies had
lost about a million net jobs each year. In contrast, neesompanies hadadded an average of
three million jobs. The study alschighlighted that trends in the expansion ofboth startups

and existing companieswere pro-cyclical, but whle the ability of startups to create jobs
remained more or less stable during recession years, the net loss of jobs in existimgsinesses
was very significant and sensitive to the intensity of the economic cycfe.

The above helps explain why, in the regulatory process undertaken by the Ministry of
Economic Developmentsince 2012, attention has focused oninnovative new or newly
egablished businesses innovative startups. However, e@rtain statistics on the structure of
the national economic fabric show why, through the Investment Compact (2015), the
Government's strategy has aimed to extend the scope of assistance to all small and medium
companies with clearly innovative characteristics, including those that were not recently

4 The endogenous growth models: [Romer (1986), Romer (1990), Aghion and Howitt (1992)] follow the
Solowian model.

5 The studies on this topic included, of note: Halivanger et al. (2013), Kauffman Foundation (2010), OECD
(2013).
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established and havea more consolidated turnover thanstartups, these are tle innovative
SMEs.

First, SMEs are the backbone of tH&alian economic system.

According to the latest official data provided by Istat on nearly 4.4 milliorSMEs,medium-
sized companies are only 0.5% of the total humber ofbusinesses whilst large businesses
account for only 0.1%.

The contribution towards generating overall addedvalue by the three main size segments of
businessesis quite balanced: 30.8% by micrecompanies (with fewer than 10 employees),
37.7% by small and medium sized companies Qt249 employees) and 31.5% from large
companies (250 or more employees).

Table 1.1 Structure of industrial companies and services 72012 data

The size Number of % of total  %o0f the
of companies companies  companies value
currently added
trading

1-9 employees (Micro) 4,140,639 95.2 30.8

10-49 (Small) 185,852 4.3
50-249 (Medium) 21,134 0.5 81.7
SMEs 4,347,625 99.9 68.5
> 250 (Large) 3,393 0.1 31.5
Total 4,351,018 100.0 100.0

Source: based on ISTAT data

The significant role of SMEsin the Italian economy is also shown by theircontribution in
terms of exports. About 54% of total expotts involve this segment and ofthe 211,000 Italian
companies that exportalmost two-thirds have fewer than 10 employees.

Moreover, 80.6% of employees are employed in SME&/{.5% in the micro companies.It is a
segment that, even during the most acute phases of the recent recession, has "held" better in
terms of employment levels than that oflarge companies 64% of new jobs createdn Italy in

the decade from 2001 to 2011net of public authorities and agriculture, is attributable to
micro, small and medium sizebusinesses Thus,they have playednot only an economic role
but a social one for our countrytoo, in the longest and deepst period of recession since the
economic recession of the 1930s.

Second within the Italian SME setor, there is a subset ofinnovative businesseswith better
performance in terms of turnover, employment and investment, etc. compared to nen
innovative businesses Supporting excellat businesseswith more developedinnovation and
internationalisation strategies cantherefore be a further stimulus to economic growth.

A large amount ofresearch and nunerous analyses confirm the existence of thisqualitative
difference" in the Italian and European business worldand support the concept of the
strategic importance of excellentbusinesses

For example, according to the European Commission's European Competitiveness Report
2014, companies that producdannovations create more jobs than noAnnovating companies
do, at all stages of the business cycle. More specifically, the stuslyowed that companies
involved in product innovation create more jobs than companies that innovate in other fields.
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In addition, product innovation contributes to employment growth, particularly during the
phases of expansion, whdt in times of recession it contributes to maintaining employmenat
relatively stable levels. Finally, the researchunderscored the importance of suppating
investment in innovation activities, especially during recessions, since this trend tends to
decrease when companieanticipate stagnant demand.

The report presented by Intesa Sanpaolo at the lastSmall Industry Forum of Confindustria,
based on a suey of about 43000 companies,confirmed that SMEs that innovate are able to
mitigate the negative effects ofrecession. Between 2008 and 2013, the decrease in net sales
was 9% for companiesthat did not take out patents and only 3% for those that innovaed.
There were about 4000 companies that innovatel and had at least one patent application
during the reporting period. Thesecompanieswere able to promote the development of their
subcontractors through the transfer of knowledge, technologies and the exchange of
personnel and technicians. In addition, companies that developed new products and services
in 2013 hired more young people up to 29 years of agel0.3% in construction, 13.6% in
services, 15% in indistry, excluding construction, 55% in agricukure and 37% in public
utilities) compared to non-innovative companies.

A recent survey conducted by theMET economic policy researchcentre based in Romeon a
sample of 25000 companies showed that, between the prerecession period and 2012 the
difference in performance increased between two extreme types dbusinesses The first
included excellent businesses with an export share of turnover exceeding 25% and an
investment in R&D and innovations; the secondncluded businessesgeared to thedomestic
market, which lacked innovation or internationalisation strategies. More specifically, the
"excellent" segment fared better economically with a widening gap comparedto static
companies over the aforementioned period. In addition, an analysis of 2012 profitability
levels, showed G trend that was generally in favour of the most dynamic segment".

Innovation, promotion of new entrepreneurship, enhancement of excellent companies arite

diffusion of excellent SME modelsire of central importance. These are the policy objectives
forming the background to the changes in legislation thahave continued over the last
eighteen months,and which are explained inmore detail in the next section.
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SYNOPSIS OF REGULATORCHANGES FROMIARCH2014 TO SEPTEMBER2015

Table 1.2 Overview
Date ofRegulation: Description

1 20 March 2014 Publication in the Official Gazette of the Ministerial Decree of 30 January
concerningax concessions for investment in innovatstartups.

2 11 June 2014 Publication of Circular 16/E by thHlian RevenueAgency giving detailsabout the tax
aspects of the startup package".

3 24 June 2014 Launch of the ltali&tartupVisaprogramme

4 11 December 2014 Launch of tle Decreto FlusgFlows Decreg2014, whose explanatorgircular introduces
the ltaliaStartupHubprogramme

5 13 November 2014 Publication in the Official Gazette of the Ministerial Decree of 24 September
refinancing, as well as changing certain structural featufsthe Smart & Start
programme

6 24 March 2015 Approval of Law 33/2015 converting DectliegwvNo. 3 of 24 January 2015 (Investme
Compact), introducing new benefits for innovatistartups (6.a.), launching the policy @
innovative SMEs (6.b) and other maess applicable to both categories (6.c.).

7 27 May 2015 A decree from the Minister of Economic Development introduced the Techn
Committee for the monitoring and evaluation of policies in favourstdrtups and
innovative SMEs.

8 22 June 2015 A decree of the Directorate General for Market Competition, the Consumgrersision
and the Technical Regulations of the Ministry of Economic Development change
registration procedure$or companies by introducing the special section of the Regi
of Companies dedicated to innovative SMEs and a new simplified mechanis
converting innovativestartups into innovative SMEs.

An exhaustive and detailed analysis of the eight regulatory steps listed in the tahie given
below.

1. With the Ministerial Decree of 30 January 2014published in the Official Gazette of 20
March 2014, the Minister of Economy and Finance igollaboration with the Minister of
Economic Develpment, established the method for implementing tax concessions for
investments in innovative startups (Article 29 of DecreeLaw 179/2012) . Thisidentified the
stakeholders, types of investment and the nature and means for benefitting from the tax
subsidies, providing important details on the subject. Thismplementing act was appioved
following a Community notification procedure, which was adopte pursuant to Article 29,
Section @) of DecreeLaw 179/2012. This concludedwith the European Commission's
decision of 5 December 2013 C (2013) 8827vhich consideredthe aid measure compatible
with the internal market pursuant to Article 107, Section (3) c) of the Treaty on the
Functioning of the European Union.

2. In addition to providing some clarificationabout tax incentives on investments in the equity
of startups cited in the above sectionCircular 16/E from the Agenzia delle Entratg(ltalian
RevenueAgency) of 11 June 2014 reiterated that innovativestartups are not subject to the
rules that apply to shell companies (both those that are trading and those systematically
generating losses). Throughout the period in which a company is eligible to qualify as an
innovative startup it is therefore not necessaryto undergo atest to show it is trading. In
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addition, for the purposes of applying the ruledor companiesmaking systematic los®s, the
"three-year period of observation” takes effect from the tax year following the year in which
they cease to qualify as innovativetartups.

Another prerogative of startups concerns theability to allocate shares of equity capital as an
additional form of remuneration, in order to encourageretention and provide incentivesto
management teams, employees and supplierstartups and incubators. The income arising
from allocating these financialinstruments does not contribute tovards formation of the tax
base, foreither tax or social security payment purposes.

In this regard, the circular specified that casual workers are not eligible for this tax
concession because they are income earnemsho do not comply with the provisions of Article
67, Section(1) I) of the Income Tax Code.

In other words, innovative startups and certified incubatorsare permitted to use tools such as
stock options and @ork for equityGunder even more favarrable terms than large listed
businesses

The circular clarified in particular, that there are significant differencescompared with the
provisions of Article 51 of the Income Tax Code, in terms of requirements arapplicable
conditions, and specified that the incentiveapplied to financial instruments granted after 19
December 2012, the date Law 221/2012, converting Decrekeaw 179/2012, came into force

Professional services provided by the directors of innovativestartups or certified incubators
also fall within the scope of Article 27 Section(4), that is, the consideration for these, which
income is regarded as seHemployment income. However, this does not include services
rendered by people whose remuneration fallswithin the scope of income from employment
or similar.

The Ministry of Economic Development has prepared aoncise guide to the use of
shareholder and Work for equity dplans and acommented model of the equitybased incentive
plan.

Finally, the circular favaurs a broad interpretation of exemption from tax chargegelating to
the registration of documents with Chambers of Commerce. This will be referred to in section
3.1

3. Article 3 of the Decree of the President of the Council of Ministers of 25 November 2013
regarding the "Temporary planning of entry flows of norEU workers for nonseasonal work
in the State for the year 2013" (the Flows Decree 2013) introduced a new category for entry
in ltaly for reasons of selfemployment, in other words, "foreign nationalswho set up
innovative startup businesse$. On 24 June 2014, the Ministry of Economic Development,
together with the Ministry of Foreign Affairs, the Ministry of the Interior and the Ministry of
Labour and Social Polies, presented theGuidelinesand a website outlining the procedures,
documentation and requirementsneededfor a new visa to be issuedCompared to ordinary
visas for selfemployment, as part of the ItaliaStartup Visa progranme, this processis focused
on a single organisatiorg the Ministry of Economic Development is completed online andis
significantly simpler, which leads toa definite outcome for the applicant within 30 days.

4. In order to transform lItaly into atrue global hub for innovation, the subsequent"Flows
Decree 2014 of 11 December 2014facilitated residence permitsin our country for talented
individuals from outside of Europe whowant to start a new innovativebusiness In particular,
the Qrcular of 11 December2014 from the Ministry of the Interior and the Ministry of Labour

6Article 27, Sections (1) to (3) of Decred¢.aw 179/2012.
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and Social Polies introduced the ability to obtain the conversion of a residence permit (for
example for reasons of study) into a selémployment permit to found an innovative startup,
by following the same simplified proceduresused forthe Italia Startup Visa progranme.

5. TheMinisterial Decree of 24 September 2014rom the Minister of Economic Development
launched thenew Smart&Start progranme. The new Smart&Start prograrme is based on a
budget of about©O200 million for subsidised loans The subsidies are extended to all Italian
regions and not, as was the case in the previous editioonly to southern regions and area®f
the Aquila earthquakezone. The instrument is intended for innovativestartups z registered in
the special section of the Register of Companigsestablished not more than 4 years agar
for individuals who wish to establish an innovativestartup. It is no longer possible to apply
for the benefits of the previous Smart&Start programme (Ministerial Decree of 6 March 2013

6. DecreeLaw 3/2015 (the so-called "Investment Compact”), amended and converted into
Law 33/2015 of 24 March, is certainly the most important newaw in the field of innovative
companes since the launch of GrowthDecree 2.0 which concerned measuresrelating to
startups.

In Article 4, the decree introduces important new measures for innovativestartups and
introduces the concept of thethnovative SM®

6.a. Here arethe main developments in favour of innovativestartups:
V Extension of the status to 5 years (section-tkt)

A company can maintain its innovative startup status for the first 5 yearsafter its
establishment, instead of the first four years as previouslpermitted. The applicability
of the benefits associated with these special arrangementgas therefore extended by
one year.

V Establishment and statutory changes according to standard models, with digital
signatures (section 16bis)

The Investment Compact givethe opportunity to establish acompanyusing the digital
signature of the legal representative following an online process focused on a standard
form and articles of association In fact, this procedure eliminates the involvement of a
notary. In the light of this development aA 1 | B A teddddd incorporation and its
amendments can be made in two ways: the traditional way with a public document,
and an innovative way,using a document with a digital signature, pursuant to Article
24 of Legislative Decree 82 of 7 March 2005 (Digital Management Code). Its
implementing decree is currently awaiting the signature of the Minister of Economic
Development.

V Changes in the procedures for tiheimbursement of VAT credits (section 4ibvies)

With the introduction of the exemption from the obligation to affix thecompliance visa
for the clearing of tax credits of up td050,000, compared with the ordinary threshold
of 015,000, startups will receive significant benefits in terms of liquidity duringwhat is
usually a leaninnovation phasefor innovation investments.

Over the years the institution of horizontally offsetting VAT credits has been used
extensively by companies wishing to acquire liquidity quicklyHowever, the law that
prescribes affixing thecompliance visafor compensation on the F24 VAT crediforms
for more than ‘015,000 has hampered the use of ths institution, especially by
companies that are consistently in a credit position. This situation is typical for
innovative startups that are faced with initial investments that can be enormous (and
related costs, which tendo generate VAT creditsyand still havevery low turnovers.
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V Admission of European innovativ@artups

In accordance with the new EU rules on state aid iespect ofrisk capital, a change has
also been made to the requirementelating to a AT | D A fedister@d offices This
clarifies that the scope of the legislation is not limited tacompaniesresident in Italy,
but extends tocompaniesresident in another Member State of the European Union or
the European Economic Aregproviding they have a production site or brancHocated
in Italy (section 11).

6.b. Article 4 of Decred.aw 3/2015, concerning urgent measures for the banking and
investment system (the "Investment Compact”), amended and converted into Law 3/2015,
introduced the new concept of @novative SME$ to which many of the planned measures in
favour of innovative startups were extended by Decred_aw No. 179 of 2012.

The decree defines innovative SMEs as companies that:

fall within the parameters established by Community recommendation
2003/361/EC (less than 250 employees annual turnover not exceedingO50
million or anannual balance sheet total not exceediri@43 million);

I. are residentin Italy or in one of the EUMember States(or in one of the States that
are parties to the Agreement on the European Economic Area) provided at least
one production site or branch office is located in Italy;

i. have hadtheir last financial statements and any consolidated financial statements
have been certifiedby an auditor or an auditing firm entered in the register of
auditors;

iii. are not listed on a regulated market;
iv. are not listed in the special Companies Registry dedicat¢o innovative startups;
V. are in possession ot least twoout of the three innovation indicators:

a. volume of spending on research, development and innovation is equal to or
greater than 3% of the highest amount between the cost and total value of
production;

b. use of ahighly skilled workforce. Thus means thatat least 1/5 of staff are in
possession of a doctorate or are studying for an Italian or foreign PhD, or hold a
degree and have been involved, for at least three years, in research at certified
public or private research institutes, in Italy or abroad,or a percentage of at
least 1/3 of the staff hold a master's degree;

c. ownership of industrial property rights or rights in regard to original software.

The Investment Compact prevents @& overlap between the two schemes, providingthat
innovative SMEsmust not be registered in the special section of the Register of Companies
dedicated to innovativestartups.

As already mentioned, companies meeting the legal requirementfor innovative SMEs may
benefit from many of the measures provided for by the innovativestartups regulations,
including:

1 exemption from the stamp duty payable to the State for entry in the Register of
Companies;
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exemption from the regulations regardingshdl and dormant companies;

derogations from the corporate regulations regarding loss of share capital,
intended to enable the company not to take into account losses that occur
physiologically;

1 the possibility for innovative SMEs established as limited liaility companies to
create classes of shares that provide rights other than those provided by the
general rules regarding this type otompany, as well as the possibility of the shares
being subject to an offer to the public of financial products and compg
transactions in regard to their own shareholdings;

1 the possibility of remunerating employees and contractors withequity incentive
plans subject to favourable tax rules;

1 the possibility of free access with simplified procedures to the Guarantee Fundrf
SMEs for an amount equal to 80% of bank loans;

1 innovative SMEs trading for not more than seven years masiso benefit from the
tax incentives related to investments in innovativestartups. For those that have
been trading for more than seven years aftetheir first commercial sale, these
incentives may be applicable if they are able to submit a plan for development of
new or substantially improved products, services or processes compared to the
state-of-the-art in the area concerned;

1 the possibility of raising venture capital on the market through online portals
(equity -crowdfunding);

1 reductions in the costs of assistance services provided by thealian Trade Agency
for the promotion abroad and internationalisation of Italian companies.

For access tdhis system of benefits, innovative SMEs must register in the special section of
the Register of Companies created specifically with the Chambers of Commerce

(http:// startup.registroimprese.it/pminnovative/index.html ). Similar to the procedure for
innovative startups, registration is recorded electronically on a local basis by sending a self
certification form to the relevant Chamber of Commerceleclaring that the companymeets
the requirements set out above

This "new" flexibility is balanced by three counterweights:

91 the checks carried out by the relevant authorities on the actual possession of the
requirements

1 the obligation to annually update (deadline 30 June) theata required for registration
in the special section, in order to facilitatewidespread monitoring. This data mainly
concerns the type of business conducted, with particular reference to the characteristic
elements related to technological innovation;

1 within 30 days of approval of the financial statements and in any case within six
months after the close of each financial year, the legal representative of an innovative
SME must certify that the requirements have been maintained, and file this declaration
with the office of the Register of Companies, on pain of forfeiing their innovative
startup status.

In the same wag as with the innovative startups, the special register of innovative SMEs is
published in electronic format and updated on a weekly basis by the Chamber§his isin
order to publicise and promote widespread monitoring and a qualigd and objective debate
on the impact the new legislationis havingon economic growth, employment and innovation.
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The following table gives a summaryand allows comparison, of the regulatory requirements

for innovative startup and innovative SMEstatus.

REQUIREMENTS INNOVATIVETARTUP INNOVATIVEME
(ARTICLR5, SECTIONE) AND(3) OF (ARTICLH, ECTION1) OFDECRE&AW
DECRE#AW 179/2012) 3/2015)
Limited companies, also estalshed Yes Yes
as cooperatives
Resident in Italy, or in the EU or in Yes Yes

State party to the Agreement on the
European Economic Area, with
production unit or branch in Italy

Not quoted Yes (it must not be listed on a
regulated market or a multilateral

trading facility)

Timelimits Yes (new or trading for less than fivi
years; special system for estégbled
companies that at 18 December
2012 had been incorporated less

than 4 years ago)

Less thane5 million in annual
turnover from the second trading

Size limits

year

Prohibition regarding profit Yes

distribution

Limits to the company purpas It must concern production,

development and marketing o
innovative goods or services of
high technological value

Optional criteria to identify the
nature of technological innovation

At least 1 out of 3 of the following:

1. 15% of the greater amoun
between costs and tota
value in relation to R&D
activities;

2. team with 1/3 of the staff
possessing a PhD, studen
studying for a PhD o
researchers with  three
years' experience; or a tear
with 2/3 of the staff who
hold a degree

3. Anowneror licensee of
industrial propertyrights, or
owner of registered
software

Yes (it must not be listed on a
regulated marketbut it may be
listed in a multilateral trading facility

No (there are no time limits, but the
companymust have at least one
cettified balance sheet and therefe
it is not applicable to newly
incorporated companies)

SMEs within the meaning of
Recommendation 2003/361/EC (les
than 250 employees and an annual
turnover of less tham50 million or
balance sheet assets of less thatB
million)

No

No

At least 2 out of 3 of the following:

1. 15% of the highest figure
between costs and total
value in relation tdR&D
activities;

2. team with 1/3 of the staff
possessing a PhBtudents
studying for a PhD o
researchers with  three
years' experience; or a tear
with 2/3 of the staff who
hold a degree

3. Anowneror licensee of
industrial propertyrights, or
owner of registered
software

Italian Ministry of Economic Development

25



Annual Report on Innovative Startups and SMEz2015

The table below compares suppoite measures aplicable to the two categories. Article 4
Section(9) of DecreelLaw 3/2015 constitutes "bridge legislation” which grants innovative
SMEs many of the benefits already attributed to innovativstartups with DecreeLaw
179/2012. This is why the relevantarticles and sections in Decred.aw 179/2012 are
indicated for each measure listed in the relevant table.

It is important to emphasise that the subsidies provided for the benefit of innovativetartups
apply for 5 years from their establishment, while thebenefits granted to innovative SMEs
have notime limits.

SUPPORTING MEASURE REFERENCE INNOVATIVEBTARTUR INNOVATIVEMES
ARTICLE IN DECRE
LAW179/2012
Creation of a special section o0 Article 25 Yes Yes
the register of companies, Sections ) to

B N 10) startup.registroimprese.it  pminnovative.registroimprese.it

certification, subject to
fulfilment of periodic
requirements and a special
advertising procedure to
facilitate widespread
monitoring and control

Flexibility in applying the rules Article 26 Yes Yes
of the civil code on Section(1)
recapitalization for losses

Possibility of creating Article 26 Yes Yes
asymmetric voting rights Sectiong2) and

3)
Non-applicability of the rules Article 26 Yes Yes
governing shell companies Section(4)
Exemption from stamp duty Article 26 Yes The exemption only applies to
and administrative fees for the Section(8) stamp duty. It does not apply to
obligations concerning entries administative fees in relation to
in the Register and the annual registration obligations, or the
fee due to theChamber of annual fee due to th€hamber of
Commerce Commerce
Exemption from stamp duty Article 26 Yes No

and administrative fees for the Section(8)
filing of any document with
the Chamber of Commerce

(broad interpretation
provided byitalian
Revenue Agencd@ircular
16/E of 11 June 2014)
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SUPPORTING MEASURE REFERENCE INNOVATIVETARTUR INNOVATIVEMES
ARTICLE IN DECRE
LAW179/2012
option of remuneration with Article 27 Yes Yes
equity-based incentive plans
with exemption from income
tax (taxed as capital gains
only)
Fasttrack access andeserves Article 27a Yes No
n thg.llmlts_, for the te})f credit (the innovative SMEs regulations
for hiring highly qualified staff
X . are subsequent to the temporal
carried out in the 2012014 L
. applicability of the measure)
three-year period
Regulationsregarding fixed Article 28 Yes No
term _employment (peesioliy (although Decred.aw 34/2014 is
of using temporary contracts : L
. L . applicable, not dissimilar to the
lasting a minimum of six : S
. regulations regarding fixeterm
months and a maximum of 36 ; . .
. contracts applicable to innovative
months, renewable without a
. . startups)
continuity option, for a
maximum period of 48
months; possibility of part of
the salarybeing variable
Tax incentives for investments Article 29 Yes Yes
In equity (In different ways dependingn
whether the innovative SME had
its first commercial sale less or
more than 7 years ago)
Increase in investment Article 29 Yes Yes
incentives for companies with Section(7)
a socialgoal or in high tech
energy industry
Equity Crowdfunding Article 30, Yes Yes
Sectiong1) to
®)
Access to the Guarantee Fund Article 3Q Yes Yes
for SMEs (free guarantee Section(6)
granted under a simplified
bank loan arrangement)
Ad-hoc support of Article 3Q Yes Yes

internationalisation processes Sectiong7) and

by the talian TradeAgency (8)
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SUPPORTING MEASURE REFERENCE INNOVATIVETARTUR INNOVATIVEME
ARTICLE IN DECRE
LAW179/2012
Failfast (exemption from the Article 31, Yes No
ordinary bankruptcy rules) Sections 1) to
©)
Mechanism for monitoring and Article 32 Yes Yes
evaluation of policies, annual  SectionsZ) to
report to Parliament 7

All the above measures are already iplace,and can be used by innovative SMEs entered in
the special section of theegister, with two exceptions.

The intervention of the Guarantee Fund needs an implementation decré®m the Minister of
Economic Development, in consultation with the Minister of Economy and Finance: the
measure is ready to be signed by the Ministers.

The Investment Compact requires a decreéfom the Minister of Economy and Finance, in
consultation with the Minister of Ecoromic Development, to be published for the
implementation of tax relief on investments in innovative SMEs. For companies operating on
the market for less than seven years from their first commercial sale, this measure applies
under the conditions and limitations provided for by Article 21 of Regulation no. 651/2014 of
the European Commission dated 17 June 201#owever, innovative SMEs that have been
trading for at least seven years require notification to the Commission for verification of
compatibility wit h the Community rules on state aid.

The following extra measures of Growth Decree 2.0 provided fatartups are not applicable to
innovative SMEs:

T

6.c.

incorporation using a standard form with digital signature (Article 4, Section(10a) of
the Investment Compagt; the implementing decree is currently being defined);

exemption from the obligation to affix the compliance visafor compensation of tax
credits up to'050,000 (Article 4, Section (11-novies) of the Investment Compacj;

the new edition of the Smart&Start programme launched on 16 February 2015. To
summarise, overO200,000 have been allocated for zeraate financing and deadlines
for the return of credit of up to eight years for up to 80% (of whib 20% on a non

recourse basis for startups from convergence region$ of investment plans ranging
from '0100,000 and O1.5 million realised by innovative startups located throughout
Italy (Ministeria | Decree of 24 September 2014);

the ltalia Startup Visa and Italia Startup Hub programmes that, by introducing a
simplified, centralised and computerised process, are designed to attract and retain
innovative and talented people from countries outside of the European Union who
wish to establish an innovativestartup in Italy. This treatsvisas and residence permits
astools for economic development. Using this procedure, even innovatiwartups that
have already been incorporate can attract working partners within their team.

Equity Crowdfunding extended to investment companies and other specialised

measures
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Article 4, Section (10) extends beyond innovative SMEs, italso applies to collective
investment bodies (UCIs) and othercompanies that invest mainly (70%) in innovative
startups and SMEs, giving them the opportunity to raise capitdly equity crowdfunding
campaigns using online portals.

Moreover, subscriptions and sks of sharesin companies offered on portals may be carried
out, as an exception to the ordinary rules, inraelectronic manner through intermediaries
authorised to provide investment services. Authorised intermediaries complete the
subscription or purchase of shares in their own name and on behalf of theubscribers or
buyers who have accepted the offer through the portal, thereby reducing costs and
simplifying the procedures.

The Ministry of Economic Development will develop a portal dedicated to storingll the
documents and information needed to access public and private tender notices in favour of
startups and innovative SMEs. The portalill aim to collect all the rules that govern
innovative startups, as well as aegional section, which will list all the references to local and
regional tender notices (sections 1&er and 11-bis).

Finally, the decree has postponed submission of the annual repoftom the Ministry of
Economic Development to Parliament from March to September each yedmis isto enable
the monitoring Committee to assess the impact of the legislai, pursuant to Article 32,
Section (2) of DecreeLaw 179/2012, and to analyse information related to financial
statements filed by companies in the previous year (section 17).

7. Following the coming into force of the Investment Compact, andparticularly of the
legislation in favour of innovative SMEs, withMinisterial Decree of 27 May 2015ssued by the
Ministry of Economic Development, the Directorate General for Industrial Policy,
Competitiveness and SMEs, launched the "Technical Committee for monitoring and evaluation
of policies in favour of innovative startups and SMEs." This Committeavill replace the
"Technical Committee for monitoring and evaluation of policies in favour of the innovative
startups ecosystem", established by the Ministerial Decree of 31 January 2014.

In this way, policy on innovative SMEsvill be combined with the "evidence-based" approach
that inspired legislation onstartups, in order to collect, through analysis, empirical data useful
for correcting the impact of the measuresand thereby enhancethem.

8. The Directorial Decree of 22 June 2015issued by the Directorate General for Market
Competition, the Consumer, Monitoring and Technical Regulationsn the Ministry of
Economic Development approved the new procedures introducing the special section of
innovative SMEs andamendedthe information relating to innovative startups. In particular, a
new code will be introduced that, in certain circumstances, allows deletion from the special
section dedicated to innovativestartups and simultaneous registration in the section reserved
for innovative SMVEs. Thisconversion will only be possible if the company loses one or more of
the requirements for innovative startup status, but meets the requirements provided for
innovative SMEs. In thisway, since there are no continity measures, maintenance of
subsidies compatible withboth systemsis protected.
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1.1 The Ministry of Economic Development survey about the investment
strategies and innovation of "excellent" SMEs

The strategy pursued in recent years by the Ministry of Economic DevelopmefiliSE), which
is expressed in a wide range of instruments such as the policy atartups and innovative
SMEs, the tax credifor investment in R&D, the taxconcessionson income from exploitation
of forms of intellectual property (Patent Box)’ was founded on the assumption that
innovative businessesmake a greater contribution to economic development than traditional
companies as they display better performance in terms of turnover, employment and
investment.

To reinforce this theoretical framework, in May 2015, the Ministry of Economic Development
conducted a surveyon a representative sample of 1,000 "excellent" sall and mediumsized
companies z oriented towards international markets and engaged in organised innovation
strategies z to highlight their main characteristics and performance. Looking back over the
last 10-15 years, there has been an intense process @onomicrestructuring in Italy, partly

in response to tle severeeffectsof the 2008 recession, whichsaw the gap between sucasful
and unsuccessful companies increasdhis was because the business activitiesf the latter
are based on local markets, leaving them open to suffer the effects of sluggish domestic
demand.

The survey was undertaken by sampling companies from population of about 61,000 (with

between 10 and 250 employees) with a turnoverof between 02.5 and’'0O50 million. 1,000
companies were selected with at least two of the following three requirements: having

invested in R&D in the period 20122014, having a fair level of management skills (at least
three executives/middle managers),and having carried out innovative investments in 2014
or planned them for 2015.

We summarise thepreliminary results of the surveybelow.

INVESTMENT STRATEGIES

The commitment of the surveyed companies to investment strategies was significant: 83.7%
of the companies stated theywanted to make investments during 2015. This proportion
increasedsignificantly for bigger companies,and was particularly high in manufacturing and
personal services.

The high propensity towvards investment is worth highlighting since it has occurred after

T s oA N £

Most of the investmentconsisted ofthe acquisition of machinery (64% of the sample; 74.2%
for companies in the manufacturing sector), software and patents (37.9%0and training of

7 For a detailed analysis on the latest measures taken by the Government, see the report on the Small Business
Act prepared by MiSE (August 2015).

8 Between 2007 and 2014, the decline in accumulated investments amounted to about 30% and was attributable
to the interplay of a number of factors including weakness of demand, uncertainty about the economic outlook,
restrictions in the availability of credit (Bank of Italy, July 2015). There seem to be signs in the first half of 2015
of a partial recovery in GDPand investments related to a series of favourable external factors and to a set of
measures in support of technological innovation and investment spending, repeatedly mentioned in this report,
including, in particular, the "New Sabatini" (CSCQentro Studiz Confindustria), August 2015 and Enterprise
Foundation, August 2015).
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staff (31.6%). The share of investment in product innovations and processegas about 30%,
whilst the share of expediture on capital goods aimed at achieving greater emgy efficiency
was about 11%. Theratio of investment to turnover was about 8%.

With regard to the main financing channels, a significant recourse to sdihancing and
medium-long term debt emerges. This last item has a significant impact on excellent SME
compared to other companies, indicating better planningand more balanced and forward
looking financial strategies

75.5% of the sample of companies surveyedid not use any kind of public incentive to finance
their investments (this share tends to fdl with an increase in the size of companies)The
possible causes include a lack of awareneabout existing subsidies, the lack of a neetb use
them, a negative outcome in regard to checkand a lack of Sate and/or regional financial
resources About 9%stated they usel subsidies of a fiscal and financial nature (low interest
loans and/or grants with no obligation to repay the funds).

Assuming that public sources were more efficient and/or available, 47.7% of excellent SMEs
declared they would prefer tocontinue not using them,whilst a proportion of companies of a
certain size (31.8%) indicatedthey would tend mainly to usefinancing with no obligation to
repay the funds.

INNOVATIONSTRATEGIES

Almost all of the companies surveyed (96.7%) made innovativenvestments in 2014 and
indicated they planned to make investments in 2015 (95.490).

Most innovations seemto focus on processes (62.1%; 73.9% for manufacturinigusinesses,
followed by products (54.4%; 64.1% in manufacturing), and finally organisationahnovations
(50.5%).10

The companies that intended to make gocess innovations were mainly focussed on the
acquisition of new machinery, process automation and improved management of orders. A
certain level of attention alsoemerged for interventions aimed at reducing consumption in
terms of environmental impact.

With regard to product innovation, the majority of the replies focusedon strategies aimed at
improving the quality of existing products; a significant level of "effort” by companies to
change ther production lines (aimed at manufacturing products already on the market) and
to create innovative products to be marketedilso emerged

Organisational innovations seered mainly to involve changes concerning organisational
structures and marketing activities.

9 A comprehensive analysis on recent innovation strategies adopted by Italian companies is contained in the SBA
(Small Business Adtreport prepared by the MISE (August 2015). Thisanalysis shows, also based on other
surveys (Eurostat, 2012 and January 2015), studies and research, that there is a certain recent "technological
awakening" by many Italian companies.

10 A recent survey conducted by Eurostat on innovation strategies impleemted by European companies in the
years 20102012, shows that in Italy, rather similar percentages of companies achieved product and process
innovations: respectively, 29.1% and 30.4%. What seems to emerge from the MiSE survey is instead a prevalence
of companies focused on process rather than product innovation. Individual results are not yet comparable since
the Eurostat survey was of a representative sample of SMEs, while the MiSE survey was based on a sample of
1,000 excellent SMEs.
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When making innovations, almost 90% of excellent SMEkd not resort to any public financial
support. Public resourcescame mainly from local or regional authorities; the role of central
government appearedto be more modest

Significant administrative burdens and red tapewnere the main obstacle to innovation. This is
followed by difficulties in accessing credit and the lack of nebanking financial resources to
invest in entrepreneurship. Just over ¥ of the sample also declared that no obstacles were
encountered.

The surveyshowed another element of weakness regarding the high degree of isolation that
seems to accompany many companies in their innovation activities: in particular, 79.6% of the
sample reported that it did not collaborate with other "parties” (this share dropped to 76%
amongst companies with 50-249 employees and 60.1% among those who provide services to
people). The low degree otollaboration in our innovative companieswas confirmed by a
recent OECD study (2014), whichemphasised the need, in Italy, to strengthentypes of
collaborative research (pusinessesz universities - research centres) that are widely used in
the main European countries.

As regards businessesthat do collaborate a greater degree of involvement particularly
related to competitors or other companies in the same industryuniversities and companies
within the same group. The use of network agreementsappeared modest, despite the
enhancemens inthis new industrial policy instrument in recent years.

It is also worth noting that 27.1% of the sample reported not having encountered any
obstacles to innovation.

EXPENDITUREON R&D

The survey allowed the extraction of interesting information about the expenditure of
excellent SMEs in research and developmerfirst, it emerged that in theperiod 2012-2014,
almost 65% of the sample (with a peak of judbelow 82% in manufacturing) made this kind of
investment. Almosta quarter of the companies also reported that such expenditure exceeded
3% of turnover. This percentageincreased with company size.

On average, the number of people working full time, or almodull time, in research and
development, amounted to 2.4 In this case,the size of thecompaniesalso was an important
factor.

The main reasondeading companies to invest in researclare attributable mainly to the need
to follow technological changes in their industry (60.8% of replies) and the mission that
characterises their business activities (31%,) this seems to play a particularly prominent role
among mediumsized companies (43.7%) These werefollowed z at some distancez by
seekingthe most profitable market segments andexploiting occasional opportunities.

Approximately 58% of the sample also reported having invested in the trainindor staff
engaged in R&Dat levelsranging from just over 48% for companies with 1619 employees to
63.2% for medium-sized companies (50 249 employees).

Expenditure in research was also accompanied by pateractivity, though this was a less
pronounced feature. Mbre specifically, 8.6% of the companies filed patents in the 2012014
period, with greater commitment among the larger companieswhile the figures were slightly
more modest for the companies that established brands (7.5%; 10.3% among meditsized
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companies)and, above all, drawings and models (just 1.2%, 2.6% among those with 50 to 249
employees)!!

The survey also allowed comparisongo be madebetween companies that had registered
patentsin the 2012-2014 period and those,on the other hand which did not register any. The
comparison showed that theformer type of company appears to be characterised in general
by better economic performance and moredeveloped strategies for R&D, technological
innovation and internationalisation.12

Table 1.3 Cluster s of companies: performance comparison ( in %)

companies that companies that Total
registered patents  did not register ~ companies
patents

% of companies that achieved a rise in turnover in 2014 43.1 29.7 30.9
% of companies that expect an increasetimrnover in 2015 45.1 24.2 26.0
% of companies that hired more staff in 2014 22.0 19.5 19.7
% of companies that expect an increase in the number of staff in 20: 17.3 14.0 14.3
% of companies that has never been in recession 24.4 26.3 26.1
% of companies whose expenditure in R&D was more than 3% 28.4 24.7 25.2
turnover
Number of people (on average) dedicated to R&D (futhe or almost) 4.6 2.1 2.4
% of companies that believe that they are very competitive (mol 30.1 28.3 28.4
than adequate)
% of companies that increased investment in 2014 84.8 84.5 84.5
% of companies that expect to increase investment in 2015 94.1 82.7 83.7
% of turnover represented by investment 9.9 7.8 8.0
% of innovative investment compared with overall investme(2014) 97.4 89.0 96.7
% of innovative investment compared with overall investment (21 87.7 96.2 95.4
% of companies that had received public support for innovatic 22.0 10.3 11.3
activities
% of companies that invest in training their R&D staff 64.1 56.9 57.8
% of companies that have been involved in overseas activities in 82.5 53.8 56.3
20122014 period
% of exports compared with sales revenue in the period 2@12014 46.4 33.2 34.8
% of companies that exported to new markets in ti2912-2014 period 46.5 37.2 38.3
of which: EU Area 42.3 60.8 57.9
of which: nonEUArea 100.0 78.7 82.0

Source MiSEsurvey, May 2015

11 Based on the mostrecent data from the Ministry of Economic Development (MiSE), 2014 saw an increase in
patent applications for the first time in three years (of 2.8% compared to 2013). The figures are lower in the
South (only 412 applications), but there registrations hag accelerated by 10.5%.

12 The better performance of companies with patents compared with those without patents (in terms of labour
productivity, employment, wages, etc.) was confirmed by a recent extensive study of to the European production
system (Officefor Harmonization in the Internal Market, June 2015).
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2. Innovative startup s, certified incubators and innovative SMEs: the main
evidence

This edition of the report focuses on the analysis of innovativetartups, for which support
policy has now become relatively consistent. The conversion into law of Growth Decree 2.0
dates back to December 2012 andhe special section of the rgister was established in
February 2013.

In the coming months,studies of this subject will acquire further depth with the conductof a
survey which aims to shed light onaspectslike the academic and profes®nal background of
"startuppers”, the presence of entrepreneurs in their family environment, fluctuations in the
level of income following the start of entrepreneurial activities, their level oknowledge of the
support policy, their assessment of the quality of the various measurestce

For their part, certified incubators will be the subject of a study aimed at measuring tire

impact on the growth process oktartups, to classify typesaccording tothe services provided

and to formulate recommendations to the legislature about possible further support
measures.

Finally, innovative SMEs curently represent a very limited area of investigation because of
the brief period of the time that has elapsediace the introduction of the policy.

2.1 Innovative startup s

2.1.1 Human capital, enterprise data , geographical and sectoral
breakdown

THE STARTURS CATEGORYDATE OF ESTABLISHMENAND TYPES OF COMMY

As 0of 30 June 2015 there were 4,206 innovativestartups registered in thespecial sectionof
the Register of Compaies of the Chambers of Commerg¢éncluding over 3000 after the entry
into force of DecreeLaw 179/2012 (20 October 2012). In particular, 18% were established in
2015, 35% in 2014, 23% in 2013, and the remaining 24% before 2013.

Taking into consideration the innovativestartups formed after the conversion of the decree,
the averagelead-time between the date of establishrant and registration in the special
section of the register was 103 days (thenedian valuewas 0 days).

The prevailing type of company is that of a limited liability company (Srl): almost 80% of
innovative startups are this type of company; a further 16.7% chose to become simplified
limited companies, including those with a sole shareholder and reduced capital, 2.1% as
cooperatives and, finally, 1.4% agublic limited companies (SpA) There is also a company
incorporated as a limited company in accordance with the laws of the United Kingdom.
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Table 2.1 Innovative startup s by type of company

TYPE OF COMPANY NUMBER %

LIMITED LIABILITY COMPASN) 3,349 79.6%
SIMPLIFIED LIMITED LIABILITY COMPANY 555 13.2%
LIMITED LIABILITY COMPANIES WITH A SOLE SHAREHOLDER 129 3.1%
COOPERATIVES 90 2.1%
PUBLIC LIMITED COMPANIES (SpA) 58 1.4%
LIMITED LIABILITY COMPANIES WITH REDUCED CAPITAL 16 0.4%
LIMITED LIABILITY CONSORTIA 6 0.1%
JOINTSTOCK COMPANIES WITH A SBINREHOLDER 1 0.0%
SOCIAL COOPERATIVES 1 0.0%
COMPANY INCORPORATED UNDER THE LAWS OF ANOTHER ST 1 0.0%
TOTAL 4,206 100.0%

Source: based on Infocamere data

HUMAN CAPITAL ANDNUMBERS AT WORK

One of the key factors for this type otompany is the quality of the human capital of the
founding members This refers toall the personal characteristics of the partners, such as
gender and chronological age, the type of education received in connection with the
possession of certain qualifications (degree, secoddvel masters, doctorate) and previous
work experience, geneal or specific (e.g. acadensi, research assignment positios,
researcher, associate or ordinary professors, also researchers at national research
institutions). Mastering adequate skills and knowledge may on the one hand, ensure the
success and survival bthe startup. On the other hand, it may attract potential investors who
consider the human capital of the founding teanas mucha key asset as the innovative idea
itself. Thus, by trying to trace theprofile of the new entrepreneur, we note that it concens
people who are on average 40 years old and are mainlygraduates with primary degrees.
However, there are also manystartuppers with a doctorate, although intuitively one might
suspect that those with ahigh-level educational background may be more likly to share such
information publicly.

As is clear from a recent survey conducted by the University of Padtfathe founders of
startups are people with previous management experience in 46% of cases, afdhese,41%
have gained at least 10 years' managent experience. In 31% ofcases,there was also
previous entrepreneurial experience.

A survey conducted in 2015 by Milan PolytechnidJniversity,4 limited however to the
manufacturing sector, shows that the founders o$tartups are highly educated (37%have a
research PhD), mainly in techrdal areas (58% have a technicacientific i A O O AeQréed
and, on average, have already gained considerable experience working in fields related to that
of the startups (11 years on average). This figure igery reassuring, considering the close ties
highlighted by the scientific literature between the human capital offounders and the
performance of innovativestartupsis

13 Muffatto and Sheriff (2015).
14 Sesana (2015).

15 See, for example, Colombo and Grilli (2005) for the Italian context and Grilli (2014) for a review of the main
evidence at European level.
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For a complete picture of Italian innovativestartups, we observe, with reference to the data
published by the Chambers in theeport on the second quarter 2015 that about a quarter of
the overall number of startups in the registry was composed oenterprises controlled by
young people (under 35). This is more than double the percentader all enterprises (12%)
and four times the figure for jointstock companies (7%). This gap is significantly greater if we
take into account all the companies in which there is at least ongung person among the
shareholders or on the Board of Directors (41% for startups vs. 13.6% for joint-stock
companies).

As for the presence ofemalesand foreigners, the valuesn relation to innovative startups are
lower than that for joint-stock companies.

The percentage of females in the organisational structures of innovative startups is
approximately 13%, compared to 16% in jointstock companies;1,883 companiesemployed
at least one woman (44.3% of the t@l startups, a lower levelbut not far from that of joint-
stock companies, which is 50.1%).

As for businesses controlled byforeigners, they are about 2.5% irstartups, against 3.9% for
joint-stock companies. 533 innovativestartups have at least one forigner among the
shareholders, 12.6% of the total, and the percentage is higher than that of joistock
companies in which there are less foreigners (10.2%).

From an employment perspective, the 1,363 startups with employees recorded at 30 June
2015 employ a total of 3,924 people (an increase of 899 employees compared to the end of
March, up 29.7%), an average of 2.9 employees peompany, while at least half ofstartups
with employees hare no more thantwo employees.

At the samepoint in time, there were 16,861 shareholders in the 4,144 innovativestartups
with at least one shareholder (an increase of 1,999 shareholders compared to the end of
March, up 13.5%). Itcan be assumedhat the shareholders are diretly involved in their
companies. On averageevery startup has 4.1 shareholdershalf of them hare no more than
three. These figuresare higher overall than those of jointstock companies.

VALUE OF PRODUCTIONMD SHARE CAPITAL

The average value of production confirms the small size of Italiastartups, with about
'0122,000 per company, compared with about 3 million on average in joirstock companies.
Half of the innovativestartups produce less tharf027,000. The cumulative prodwction for the
2,281 companiedfor which figures are available is approximatelyO280 million.

The 44 companies with a share capital that exceed3 pmillion are located in the Centre and
North, especially in Lazio, EmiliBRomagna, Lombardy, Liguria and Venet 64% of Italian
startups had an initial investment of no more than'010,000. This type, by far the most
widespread in lItaly, is distributed fairly evenly over all the regions in Italy. The aggregate
value of the share capital for the 4,118 companies for ich data is availableis just under
‘0210 million.

SECTORAL BREAKDOWN

From a sectorl perspective, the majority of innovative startups (over 80%) work in the
sector ofprivate servicesto households and companies.

Excluding the sectors of tourism and trade, it emerges that 76% of Italiastartups provide
services to companies. In particular, the activities that are clearly the main ones are those
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related to consultancy and software production (about 42% of the totahumber of startups).
Scientific research and development and professional and technical activities are next (28%).
Only 18% of innovative startups operat in the manufacturing and construction industries
Finally, trade accounts for only 4% of the total.

Within the manufacturing sector, the main activitiesare the manufacturing of computers and
electronic and optical products, machinery and equipment and electrical and neglectrical
equipment for domestic use.

Chart 2.1 Innovative startup s in the key economic sectors
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Source: based on Infocamere data
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The Southis home to 22.3% of the innovatie startups in the country, theCentral regions have
21.4% andthe North has 56.3% (30.7%North-West, 25.6% NorthEast).

The Italian region with the highest percentage of innovativestartups is Lombardy (21.8%),
which is also where the biggest number of companies currently trading are located (18.3% of
the total), followed by the EmiliazzRomagnaregion, with 11.9% ofstartups (8.5% of the total
number of companies that are trading), Lazio, with 9.8% o$tartups (9.4% of companies that
are trading) and Veneto with 7.5% (9.1%).

Among the southern regions, Campania and Sicily lie in seventh and digtplace in the
national rankings with 5.8% of the total number ofstartups (and 7.8% of companies currently
trading) and with 4.3% of startups (and 6.1% of the number of companies)respectively. In
particular, three regions in South Italy (Sicily, Sardinia andpulia) have some of the largest
startups in terms of the number of employees (in Italy, there are only 14tartups in the 20-45
employeescategory). Other innovativestartups in this sizecategory are located in two central
regions (Lazio and Marche) and in three northern regions (Lombardy, Piedmont and Friuli
Venezia Giulia).
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Chart 2.2 Ranking of Italian regions by percentage of the total number of innovative

startup s
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Source: basedn Infocamere data

It is interesting to note that the geographical distribution of innovativestartups in relation to
the total number of companies currently trading in the Italian regions reflects, at least in part,
the distribution of graduates in techrical and scientific subjects per thousand young residents
between 20 and 29 year®f age.

The phenomenon seems to indicate, in line with the results of the surveys described above,
how the type of degree obtained by young people can be correlated with thability of
graduates between 20 and 29 yearsf ageto set up an innovative company

In most regionsz with the exception of Trentino Alto Adige and Valle d'Aosta the figures for
the two indicators are on a par. In particular, the figuresvere significantly lower than the
average for Italyz for both indicators that were usedz in the southern parts of the Adriatic

coast and in Sardinia.
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Chart 2.4 Graduates in technical and scientific subjects per thou sand inhabitants aged
20-29 years (Italy index = 100)
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A study of the provincial distribution of Italian innovative startups shows that Milan is, in

absolute terms, the province with the largest number oftartups: 609, accounting for 14.5%
of the total. Romeis nextwith 362 (8.6%), Turin 226 (5.4%), Bologna 135 (3.2%) and Naples
125 (3%). Modena, Florence and Trento also have more than 18@artupsi16

Chart 2.5 Ranking of the top twenty Italian provinces by number of innovative

startup s
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The map below shows that hightech startups are mainly concentrated in thelarger Italian
cities, particularly in those reached bythe high-speed railway.

16 The complde provincial statistics are attached to this report.
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Chart 2.6 The number of innovative startup sin each Italian province
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Source: based on Infocamere data
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After analysis of the indicators related to innovativestartups in absolute terms and in relation
to all the companies currently trading in the Italian regions, the ratido the total number of
joint-stock companies was analysed, which essentialfgpresentstheir reference point.

The distribution thus obtained shows a significantly diversified picture.At the level of the
geographical areasthere is not that much variation The nationwide averageof the indicator
is 27.8 startups for everyten thousand joint-stock companies Thisis higher in the North-East
(40.8) and the North-West (30.8), slightly lower in the Centre and South.

The rankingsfor the individual regions, however, show wide variationsTrentino-Alto Adige
is the region with the highestratio of startups relative to joint-stock companies, with 78.9
startups per ten thousand companies This is followed, but with a wider gap, by Ruli Venezia
Giulia, with 50.9, Valle d'Aosta with 48.7, Marche with 47.7, and EnslRomagna with 45.9.
Theleading southern region is Sardinia with only 37.2startups per ten thousand companies

Lombardy ranks only in ninth place, with a ratio of 29.1while Lazio is last in the rankings,
with a ratio of only 16.3.

Chart 2.7 Ranking of Italian regions

relative to the number of innovative startup s per
ten thousand joint -stock companies
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If the provincial data is considered, Trento is in first place with 107.7%tartups per ten
thousand companies followed by Trieste with 102.1, Anona with 73.9, Ascoli with 57 The
highest-ranking southern province is Cagliari, in7th place with 54.9. Milan and Rome are not

among the top twenty provinces: the former is in 2% place with 37, and the capital is in 79
place with 16.8.
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Chart 2.8 Ranking of the top twenty provinces for innovative  startup s per ten thousand
joint -stock companies
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Apart from the particularly positive performance of some smaller territories, the data
regarding the major metropolitan cities shows that these vital areas of the country still have
substantial potential for the creation of new innovative companies.
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Chart 2.9 The number of innovative startup s per ten thousand joint -stock companies by
Italian province
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Source: based on Infocamere data

Italian Ministry of Economic Development

46



Annual Report on Innovative Startups and SMEz2015

CORRELATION BETWEEN HE DISTRIBUTION OF NNOVATIVESTARTURS AND PATENTS

An analysis of the degree of technological innovation conducted at regional level with the
most recent data confirms the persistence of amnovation gap between the Cente-North and
the South It also allows an analysido be made ago whether there is acorrelation with the
location of innovative startups.

Lombardy in particular, with 172 patents and trademarks per 100000 inhabitants, is in first
place in the rankings, followed by EmiliaRomagna (about 145 patents and trademarks), Lazio
(140) and Piedmant (about 138). There is a signiftant gap compared to with the southern
regions, with Calabria having just 20 patents and trademarks per 10000 inhabitants, the
lowest region in the ranking.

The comparison between 2003 and 2013, however, shows a widesp@@ innovative effort,
especially by the southern regions. The indicator on patents and trademarks in all the
southern regions shows a significant increase while two northern regions (Lombardy and
Piedmont) have seen a decrease in the ratio of patents compd with the number of
inhabitants.

Considering three other indicators regarding the degree of competitiveness/innovation of a
country (exports as a percentage oGDP, ratio of companies using servicesith their website
over the total number of companieswith more than 10 employees, and finally graduates in
science and technology per thousand inhabitants), significant and widespread improvements
at regional level can be seen during the period specified above. The latest data confirms the
gap between the mrthern and southern area although it is worth noting the effort made by
the southern regions that, with the exception of Molise and Calabria, have an increased
propensity to export, and all of them shw an increase in the number of computeried
companiesand science and technology graduates.
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Table 2.2 The degree of innovation in the Italian regions

2003 | 2013 2003 | 2013 2003 | 2013 | 2003 2013 2015
Percentage
of total
Patents and . . . Total innovative
Services Graduates in science
Trademarks (per . . . number of startups
Exports over GDP ratio| companies with a| and technology (per .
SUUELY website thousand inhabitants) MBENTE | GO
inhabitants) Startups with the
total for
Italy
North-West
Liguria 21.9 59.4 9.6 15.5 41.8 54.3 10.2 16.4 60 2.29
Lombardy 288.1 172.1 27.5 32.6 48.6 75.4 8.2 16.6 865 18.3
Piedmont 214.1 137.8 27.0 31.9 54.7 64.6 8.6 16.7 285 7.06
Valle D'Aosta 5.8 28.9 10.6 13.4 47.5 59.6 0.1 2.4 11 0.3
North-East
EmiliaRomagna 62.4 144.7 27.0 35.1 49.7 72.3 11.3 18.8 476 8.5
Friuli Venezia Giuli 39.2 100.1 26.7 31.9 48.9 70.6 8.1 16.5 115 1.9
Trentino Alto Adigg 26.8 84.6 16.7 19.5 56.8 83.1 9.7 9.3 133 1.9
Veneto 75.5 118.5 30.5 34.9 47.4 71.2 7.7 11.8 293 9.1
Centre
Lazio 233.7 139.6 7.4 10.6 46.2 57.9 9.2 18.4 381 9.4
Marche 35.0 121.9 25.0 25.7 42.2 65.3 7.2 15.2 166 3.0
Tuscany 25.9 105.8 23.0 30.6. 47.0 70.1 12.1 18.0 246 7.5
Umbria 8.6 78.1 12.9 18.3 43.7 62.5 6.1 13.2 51 1.6
South
Abruzzo 9.1 53.5 21.6 23.0 39.1 59.2 6.5 10.7 76 2.3
Basilicata 1.3 30.5 16.3 11.0 34.8 53.2 3.1 5.3 25 0.8
Calabria 3.5 20.2 1.1 1.1 29.7 50.1 4.8 10.9 94 2.5
Campania 10.3 42.9 8.1 9.9 43.3 55.3 6.1 10.7 232 7.8
Molise 1.9 32.6 9.2 5.9 24.1 57.9 0.6 4.5 16 0.5
Apulia 114 43.6 9.1 12.6 46.4 59.8 3.7 6.9 158 5.8
Sardinia 5.7 28.8 8.7 19.3 35.9 62.9 5.5 8.8 113 2.4
Sicily 2.3 27.4 6.8 15.4 32.8 53.6 4.7 8.0 168 6.1

Source: based on Infocamere, Istat abtiSEdata
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When data related to innovativestartups (in terms ofregional startups as gpercentage ofthe
total) is crossreferenced with that for patents and trademarksper 100,000 inhabitants, a
high correlation is observed (the correlation coefficient is equal to 0.69) The startup
phenomenon is especially focused on the more "innovation-oriented" regions (Lombardy,
Lazio, Veneto, EmiliaRomagna) confirming that good infrastructural facilities and technology
tends to facilitate the creation of new and highly innovativeentrepreneurial companies.In
addition, crossreferencing the ratio of innovative startups over the total number ofstartups
with the other variables confirms a high degree of correlation.

There are, however, two exceptions regarding the regions of Campania and Sicily, which are
characterised by a moderate incidence of innovativetartups in a production system that,
despite the changes between 2003 and 2013, is still modest in terms of inration.

Chart 2.10 Correlation between the incidence of innovative  startup s and patents and
trademarks
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TRENDS INREGISTRATIONS

Turning, finally, to the analysis of data on the trend oinnovative startup registrations, we
note that z excluding the initial peak of early 2013 shortly after the law came into force an
almost linear growth has been recorded during the last two years, which were marked by a
serious and widespread recession.

The phenomenonof growth of startup companies thus appears incontrast to the overall
establishment of Italian companies, which in recent times has seen a slow but steady
decrease. Since the policy came into force, the average number of registrations has passed
from 79 per month in 2013 to 122.7 in 2014 and 127 in the first half of 2015.
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If this rate of growth continues in the

startups could exceed 000 units.

second half of 2016, the numbesf Italian innovative

Chart 2.12 Total number of innovative startup s at the end of each quarter (March 2013
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2.1.2 Startup s z Registrations and Closures

REGISTRATIONS AND @SURESN 2014

An essential conponent of the analysis of thestartup phenomenon regards the measurement
of the trend in closures, which may be a significant indicator of the rate of innovation in
companies and theirappetite for risk.

The population of innovative startups increased appreciably in 2014. The positive balance
between registrations and closures was 1,643 units and the growth rate in the number of
registered companies is 111.2% compared to 2013.

In 2014, there were 1,699 new registrations, a result that was higher than that of the previous
year. (0 these, 1,180 (70%) were firms established in 2014.

There were just 56 deletions from the special section of the register, of which 25 were due to
the cessation of trading (45%). The rest of the companies lost the requirements for innovative
startups as defined by Decredéaw 179/2012.

The number of companes at yearend stood at 3,120 units compared to 1,477 in December
2013. Of these, 1,421 coirimed their registration of the previous year (46% of the total).

In 2014, all areas of the country showed a positive balance compared to 2013, the largest in
absolute terms was the NorthWest (511 more), followed by the South (411 more). The
highest growth rate in startups was recorded in the South (154.3%). The rate was slightly
above average in theNorth-West (114.1%). The figures forthe North-East and Centre were
below the national average.

The sectors that, more than others, contributed to the growth of the number ddtartups
concerned servces. In absolute terms, the bigest increaseswere, in fact, related to services
(1,241 more), followed at a considerable distance by industry (304 more). The growth rate of
startups, however, was higher than average in other sectors, such as agriculture and tourism
(225%), trade (135.8%) and industry (113.3%).
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Table 2.3-Innovative startup s - Registrations and Closures z 2014
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NORTHWEST
NORTHEAST
INDUSTRY
SERVICES

CENTRE

NUMBER OBTARTU® 1,477 447 425 340 265 264 1,148 53 12
AT THE END OF 2013

REGISTERED 1,699 523 412 346 418 303 1,292 77 27
-ESTABLISHED IN 20: 1,180 345 290 247 298 195 912 51 22
- ESTABLISHED 519 178 122 99 120 108 380 26 5
EARLIER

DELETED FROM THE 56 13 26 8 9 4 a7 5 0
SPECIAL SECTION

-CLOSED 25 4 17 1 3 0 22

-LOSS OF THE 31 9 9 7 6 4 25

REQUIREMENTS

NUMBER OBTARTU® 3,120 958 809 677 676 568 2,389 122 41
AT THE END OF 2014

DIFFERENCE 1.643 511 384 337 411 304 1241 69 29
GROWTH RATE (*) 111.2% 114.1% 90.8%  99.4% 154.3% 113.3% 108.4% 135.8% 225
CONFIRMED 1,421 435 397 331 258 260 1,101 48 12

(*) The growth rate is the ratio between the difference between registrations and closures recorded in the period
and the number ofstartups on the register at the beginning of the period considered.

Source: based on Infocamedata

STARTUPS ESTABLISHED AND @SED IN THE FIRST H&F OF2015

The innovative startups system continued growing at great speed in the first six months of
2015. Compared to the end of 2014 the positive dérence betweenstartups establshed and
closedwas 1,086 units, representing a growth rate in the number of registered companies of
34.8%.

In the first half of 2015, there were 1,249 new registrations in the special section of the
Register,of these 748 (60%) were estalished from January to June 2015

There were 163 deletions from the special section of the Register, although only 34 were due
to a cessation of business (21%). The rest of the companies lost the requirements for
innovative startups defined by Decred_aw 179/2012.In particular, 77 companies established
between 20 October 2008 and 19 October 2009 were deleted from the lists held by the
Chambers of Commerce.

There were 4,206startups as of 30 June 2015 compared with 3,120 in December 2014f
these, 2,957 confirmed their registration.

In the first half of this year all the areas of the country registered a positive difference
compared to 2014, the largest in absolute terms was in the NorWest (318), followed by the
North-East (284). The highest growth rate forstartups was recorded in theSouth (38.6%).
The ratewas slightly above average in the NortkEast (35.5%). The figues for the North-West
and Centrewere below the national average.
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The service sector was the sectorthat contributed most to the growth of the number of
startups. The biggest differences in absolute terms were in the services sector (817), followed
at a considerable distance by industry (195 units). The growth rate aftartups, however, was
higher than the overall average in the trade sector (54.1%) and in othesectors such as
agriculture and tourism (51.2%).

Table 2.4 - Innovative startups - Registrations and Closures z First half of 2015

= =

g 2 % 2

3 o e e 3]

= = = N S

o o = 2 2%

@) o I g 1

=z 2 (@] — wn
NUMBER OBTARTUR
AT THE END OF 2014 3,120 958 809 677 676 568 2,389 122 41
REGISTERED 1.249 360 338 260 291 221 933 72 23
-ESTABLISHED IN 2012 748 216 206 158 168 132 565 35 16
- ESTABLISHED EARLIE 501 144 132 102 123 89 368 37 7
DELETED FROM THE
SPECIAL SECTION 163 45 51 37 30 32 123 6 2
-CLOSED 34 6 10 10 8 2 30 1 1
-LOSS OF THE
REQUIREMENTS 129 39 41 27 22 30 93 5 1
NUMBER OBTARTUS
AT 30 June 2015 4206 1276 1,093 900 937 763 3,206 183 54
DIFFERENCE 1,086 318 284 223 261 195 817 61 13
GROWTH RATE (*) 34.8% 32.9% 355%  32.9% 38.6% 33.3%  33.9% 54.1%  51.2%
CONFIRMED 2,957 916 755 640 646 536 2,266 116 39

(*) The growth rate is the ratio between the difference between registrations and closures recorded in the period
and the number ofstartups on the register at the beginningof the period considered.

Source: based on Infocamere data

The number of innovativestartups that have been closed down appears to be modest: just 59
in the last year and a half. This is in sharp contrast with the indications in the literature

(Kauffman Foundation) and a recent survey conducted by Confindustria and Cerved
(Southern SMEs Report @15, June 2015) which shows that, three years from establishment
(between 2009 and 2012), the survival rate of companies in Italy is equal to 44.2% (48.3% in
the South).

The low number of innovative startup closures could be attributable, in addition to he
influence of the policy, to the fact that many of these companies are establishing their various
lines of business without having yet actually entered the market. It could also be understood
as an indicator of reduced propensity to innovation and riskThe recent nature of the policy
and its empirical manifestations do not, at present, allow an unequivocal conclusion. These
aspects will be discussedurther in a qualitative survey on innovativestartups that will be
carried out in the coming months and vinose main results will be presented in the Minister's
report to Parliament next year.
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2.1.3 Alternative innovation requirements

To be classified as an innovativestartup, as well as satisfying a number of cumulative
conditions (Article 25, Section(2) b) to g) of DecreeLaw 179/2012), a companymust also
meet at least one of the follwing "Alternative" requirements, aimed at specifically identifying
how innovative the companys activities are (Article 25, Section(2) h):

a. a minimum of 15% of expenditire on R&Don the greater figure between turnover and
total annual costs;

b. 1/3 of the workforce (employees in any capacity) composed of PhD students, pedbcs
and researchers with at least three yea@esearch experience or 2/3 of the workforce
composedof people in possession of fyear degrees;

c. a companythat is the proprietor, custodian or licensee of a patent or industrial
property rights or the proprietor of registered software.

Analysing the data from Infocamere updated at the end of June 2015 reladi to self
certifications submitted by innovative startups, 86% stated that they complied with one
requirement, 12% two requirements and only 2% comply with all three innovation
requirements.

The number of companies with at least two of the three innovatio requirements may be
lower than expected. For examplea corresponding presenceof highly educated staff would
be expectedin companies that have a substantial investment irR&D. The results do not
support this assumption, even if, on the other hand, thdact that the legislation has
established the possessionfoone of the requirements as aufficient threshold for recognition
may have prompted employersnot to select a higher number.

Chart 2.13 Innovative startup s per number of requirements
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Sourcebased on Infocamere data

The distribution by number of requirements has nosignificant differences based on macro
economic sectors and geographical areas.
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Chart 2.14 Innovative startup s per number of requirements, industry and geographical
area
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Of the companies that only satiséd one requirement, in 63% of cases, these spend over 15%
of their turnover or total costs on R&D, 23% employ sufficiently highly qualified staff to
exceed the thresholds set by the legislation. In 14% ohsesthey possess industrial property
rights or registered original software.

Chart 15.2 Innovative startup s that satisfy one requirement
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Source: based on Infocamere data

The ratio of companies in possession of industrial propertyrights or software is relatively
higher in industry and commerce, and, at regional level, in the NortBast, where the
incidence of the companies investing more than 15% of turnover iR&Dis lower than in the
rest of Italy.
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Chart 2.16 Innovative startup s that satisfy one requirement per sector and
geographical area
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Of the companiesindicating they satisfied two requirements, 59% spend over 15% of
turnover on R&D and also employ highly skilled staff 30% exceed the thresholds of
expenditure on research and are in possession of industrial propertyights or registered
original software. The remaining 11% of cases have qualified staff and at least one industrial
property right.

In 90% of casesthese companies exceed the minimum requiremerfor spending on research,
70% comply with the thresholdsfor qualified personnel,and 40% have at least one industrial
property right or registration of original software.

Chart 2.17 Innovative startup s satisfying two requirements
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At the sectoral level, the perentage of companies that spendver 15% of turnover on R&D
and at the same time employ highly qualified staff is higher in the trading sector, whikhe
ratio of companies that have significant research expenditure and are in possession of an
industrial property right or original software is significantly lower.

At national level, the percentage of companies that spend over 15% of turnover &&Dand at
the same time employ highly qualified staff is relatively higher in central Italy, where there is
a slightly lower ratio of companies with qualified staff and aleast one industrial property
right.

Chart 2.18 Innovative startup s satisfying two requirements per sector and geographical
area
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Finally, 69 companies have seifertified possession of all the above innovation requiremnts.
52% of theseare located in theNorth (25% in the North-West, 28% in the North-East), 29%
in the South and 19% inthe CGentre of Italy. 80% are involved in the services market, 19% in
industry.

A study recently conducted by the Office foHarmonisation in the Internal Market z the EU
agency responsible for administering the Community trade mark and Community registered
designs and modek z highlights how, in Europe, companies with patents perform better than
companies without patents in tems of labour productivity, employment and wage level&’

It is therefore worth pointing out that among the 4,206 innovativestartups registeredup to
June 30 there is a large number of companies (782) that declared ownership or licenses of
tools to protect intellectual property, selecting the third requirement exclusively or combined
with one or two of the other alternative innovation requirements.

YOffice for Harmonisation in the Internal Market, Intellectual property rights and firm performance in Europe: an
economic analysls June 2015.
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2.1.4 Innovative startup s with a social goal or high technological value in
the energy sector

The definition of innovative startups DecreelLaw 179/2012 (Article 25, Section (2) does not
provide for limitations related to business sectors, because theain aim of the scheme is to
promote technological innovation in all productive sectors.

The only prescribed differentiation in the definition coversinnovative startups with a "social
goal' (SIAVS). Pursuant to Article 25Section(4), SIAVS have the samequirements as other
innovative startups, but they operate in certain spedic areas that Article 2, Section(1) of

Legislative Decree 155/2006, whichgoverns social enterprise considers to have significant
social value.

Since SIAVS by definitionpursue goals related to the welfare of the community as well as
having a business logicthey may be less "attractive“on the market, which results in a return

on investment that is lower than that generated by other companiesTo correct this

asymmetry, Article 29 of DecreeLaw 179/2012 has awarded increased tax benefits for
operators investing in this particular type of innovativestartup.

Together with innovative startups with a socialgoal, another type of innovativestartup is
provided with the same particularly advantageous tax benefitsThese arehe companies that
exclusively develop and market innovative products or services of a high technological value
in the energy industry.

While this second type ofstartup is identified by checkingwhether its main and secondary
activities are included in a restricted list of relevant Aéco 2007 codeqltalian version of the

European nomenclature, NACE Rev. . recognising SIAVS requires a more flexible
procedure, adapted to the needs ofbusinesses that are taking on a doublefeature: they

undertake activities which not only make use of technological innovation, but also pursue

social goals.

WHY ESTABLISH AN AEHOC PROCEDURE TO IDEIFY INNOVATIVESTARTURS WITH A SOCIAIGOAL?

Circular 3677/C issued by theMinistry of Economic Development on 20 January 2015
introduced a new structured procedure for recognition of SIAVS.

Technology is often associated with impersonality, with indifference to the effects produced
on individuals and the community. The encouragment of recognition of innovativestartups
with a social goal is aimed atweakening this old cultural stratification and highlighting that
even new hightech companies canpositively impact on the welfare of a community or by
examining the issue from another perspective, that soci@nterprises do not have a monopoly
on activities with a social impact.

Indeed, it should be strased that, although they referto the list of sectors drawn from
legislation on socialenterprises, the legal concept of SIAVS does not also require registration
in the register of social enterprises. However, their connection to the world of social

18 The Decree of 30 January 2014 of the Ministry of Economy and Finance, in consultation with the Ministry of
Economic Developmentdefined the scope of application of the increases inYaur of innovative startups that
develop and market innovative products or services exclusively with a high technological value in the energy
industry, with an attached list of Ateco 2007 codes.
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entrepreneurship is clear, and the new procedure was also designed to inspire the
Legislature, whichis currently engaged in redefining the regulations for sociagnterprises.

It is necessary to ensure that SIAVS and operators who decide to invest in their activities can
benefit from an adequate level of certaintyabout the presence or omission of this gecial

status. However, as mentioned above, a recognitiosystem based on correspondence with a

given list of Ateco 2007 codes, a# is the casefor high technology innovative startups
operating in the energysector, does not seem the most appropriateolution. Not surprisingly,

the implementing decree on incentives forstartups does not provide a list of strict Ateco

codes for SIAVS: in fact, thesenterprises often operate across the boardC AT AOAOET ¢ OE!
activities that focus on different areasdefying rigid classifications.

For example, "Pedius”, an innovativetartup which provided the first example of how to of
complete the "Social impact description document” incompliance with the new procedures
(see the last pages of thecompletion guide), has the following Ateco code: "J61
Telecommunications”. This codification, which is not in any of the areas listed Article 2,
Section(1) of Legislative Decree 155/2006, would have excluded the applicability of its status
as a SIAV. Howevemhen the activities carried out by Pediusare examinedin more detail, it
turns out that they relate to a mobile application that allows deaf people to make normal
telephone calls. By using veal synthesis and recognition technologywhich converts text to
speech and speech to text, theompany in question operates in the field of technological
innovation, like all innovative startups, and at the same time has an impact on the community.

The procedure created in January 2015 may heli bring to light many other possible "false
negatives" hidden in the special section of innovativestartups. They can thergive an account
of their own identity as companies that generate a social impact by operating in one of the
areas covered by legislation orsocial enterprises, adherenceto which, as we have seen, is a
requirement inherent in the legal concept of SIAVS.

At the same time, the completion by thenterprise of a document describing the expected or
actual social impact may facilitate the activities pursued underArticle 31, Section(5) of
DecreeLaw 179/2012 in relation to the checking of the requirement to operate in one or
more of the fields covered by Legislative Decree 155/20Q6This is necessary for the
attribution of SIAV status and for the lawfulness of any increased benefits granted to the
investors.

As is obvious, the procedure aims to lubricate the nohanisms of interaction that develop
between companies entitled to benefits and the authorities involved in supervisory functions
concerning the legality of these benefits, using a simple and flexible communication tool like
the one described below.

Simple:since itis not too burdensome for thecompanycalled upon to comply with it.

Flexible: by being adaptable to the specific case, not subject to rigid and unchanging
parameters.

A FLEXIBLE PROCEDURBASED ON A DESCRIPDN OF THE SOCIAL IMRCT

Going into detail on the new procedures for recognising SIAVstatus, this consists first of allof
a self-certification, through which the enterprise:

1. declares that itis operating exclusively in one or more of the sectors listed in Article ,2
Section(1) of Legislative Decree 155 of 24 March 2006;

2. identifies the sectoror sectorsin question;
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3. declares that itis pursuing, whilst working in that area/those areas, an aimhat is in
the public interest;

4. undertakes to provide evidence of the social impadhat it generates.

This last point is embodied in the drafting, once a yeaf a "Social impact description
document”, to be completed in accordance with the guidelines provided in the
aforementioned guide.

SIAVS are required to draft and electronically tranmmit, to the competent Chamber of
Commerce the "Social impact description document”, upon submission of the self
certification referred to and, in subsequent yeas, on the occasion of the annual confirmation
of the requirements ofArticle 25(15) of DecreeLaw 179/2012.

The "Social impact description documenttovers:

1 an expected impact in the case dftartups or in any case not yet achieved at the time
the first financial statements are filed;

1 an impact generated in the case oénterprises that have already filed their first
financial statements.

It needs to be clarified that, in any case, what is required is accountability and measurement,
not a performance obligation.

The procedure thus constructed is therefore able to associate flexibility a selfcertification
mechanism that leaves the entrepreneur to illustrate the social impact generated and
solvency z the authorities can count on a documentary basis to verify the existence of the
requirement. Companies are strongly encouraged to publish théocument produced on their
official websites.

Describing the social impact of an organisation means assigning wider and leteym effects

in relation to the activities undertaken, effects meaning the potential benefits or changes that
the intervention generates in the community in terms of knowledge, attitudes, status, life
style conditions and values. At the same time, these results must be provided in measurable
terms.19

The impact is the last stepf what is called theimpact value chain and that is a méhodology
to analyse the activity of an organisation by identifying the resources used (input), the
products or services provided (output) the results (outcome) and, finally, the impact, that is,
the broader and longterm change. By breaking the work downinto its individual
components, it is easier to clarify the fundamental distinction between the immediate results
of an intervention (such as the number of participants in a vocational training event) and its
ability to trigger lasting change, the impact ificreased level of "employability" of the
beneficiaries).

The operator called upon to draft the Social Impact Description Document should always be
guided by the ultimate purpose of this statement, or give an account of the activities
conducted by thecompany and their impact on the various stakeholders, which legitimates its
SIAV status.

In view of the foregoing, the information provided by theguide for drafting the social impact
description document, drafted in collaboration with the Ministry of Education and the main

19 A definition adapted from the work carried out by EVPA, GEES Sukgroup on Impact Measurement and
others.
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Italian social entrepreneurship players,is intended to be illustrative and not prescriptive,
because mandatory imposition of the use of a single procedure would not lead to an effective
outcome.

STATISTICAL DATA

The new procedure forrecognisingSIAVS has so far been held back by the delayed adjustment
of procedures for data transmission from he Chamber of Commercesystem peripheral to the
special section of the register at central level, so that at 30 June 2015 thevere only 5 SIAVS.

The decreeof the GeneralDirector for the market, competition, the consumer, monitoring and
the Technical Regulations of the Ministry ofEconomic Development of 22 June 2015,
"Technical specifications for theimplementation of proceduresfor the register of companies
(REA)", will overcome this problemallowing a rapid increase in the number ofcompanies
with an approved socialgoal.

At the end of June 2015, there were 483tartups that develop and market innovative
products or services exclusively of a high technological value in the energy industry (11.5% of
total): almost 60% are located in the North, equally distributed between thavest and east,
21% in central Italy and 21% in the South. Almost 90% are involved in private services, the
rest are instead involved in industry.
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2.1.5 Analysis of the main economic indicators

INTRODUCTION

Development of the nformation system for startups identified a comprehensive list of all the
undertakings, outlining the structural characteristics such as location, type afompany and
business sector. These attributes were presented for all innovativa&artups.

The next step, presented in thisection, is to enhance knowledgabout startups considering
their employment rates and their economic performance. This type of analysis must, however,
take into account both the period of formation ofstartups z for example, many were only
established in2014 z and the frequency for updating economic information (see the section
on the information system's data sources in the appendix).

Generally, it was possible to obtain information related mainly in regard to the period 2012
2013 for a subset of hetergeneous companies. An attempt was therefore made to present the
results in a standardised format, compared, for example, to all joirdtock companies, in order
to make the analysis interpretable from an economic point of view. In accordance with the
time required to obtain data from the sources, for 2014 it was possible to present a study on
the dynamics ofthe number ofemployeesand of the number of shareholders.

The results shown belowindicate that the average size of businesstartups, in terms of
employees recorded an increase between 2013 and 2014.

Startups also involve a significant number of shareholders on average, mostly natug@rsons
but also legal persons #¢mong the 1,369 where, with reference to the year 2014,it was
possble to identify the presence of shareholders, there were more than 5,500 shareholders
who were natural persons and about 1,100 who were legal persons).

Compared to the economic data, there are some maesectors (R&D, consultancy,
management consultancy,architecture and engineering) where the startups maintain a
certain level of competitiveness compared to companies already on the market, also in terms
of turnover. Also, as expected, the average levels of profitability startups are lower than
those of companies already on the market, but at the same time the levels sblvency and
liquidity are quite competitive.

However, in relation to the latter, the dynamics (2013compared to 2012) of startups shows
that about half of the solent and liquid companies tend to suffer a contraction (settling
down) of solvency levels compared with the previous year, which is a less significant
phenomenon for companies already on the market.

EMPLOYMENT AND THE NMIBER OF SHAREHOLDERS

For 2013, it was possible toreconstruct employment information regarding 1,443 out of
1,486 commnies registered at 31 Decemberfor 2,630 employeesn total (staff employed in
any capacity, including selemployed workers). The breakdown by economic sector shows
the importance of sevice activities and in particular software and research and development
activities.
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Table 2.5 Number of employees and innovative startup s by sector of economic activity
22013

Business sectors number-of number of % of thg %
companies staff companies staff

B +C +D +E «Bher Industry and 214 433.6 14.8 16.5
Construction

GMachinery; 58 92.3 4.0 35
G +H +[Trade, transport, accommodation, 97 148.6 6.7 5.7
catering

OTHER SERVICES 133 204.2 9.2 7.8
JSoftware 425 941.7 29.5 35.8
JData Processing 90 170.5 6.2 6.5
M-Management consultancy 43 76.3 3.0 2.9
M-Architects and engineers 52 81.2 3.6 3.1
M-Research and development 224 322.9 155 12.3
M-Specialised design 18 20.0 1.2 0.8
M-Other consultancy activities 55 79.2 3.8 3.0
N -Other businessupport services 34 59.4 2.4 2.3
Total 1,443 2,629.8 100.0 100.0

Source: Istat

Of these companies, 634 included employees among its collaborators (1,554). In 2014, the
number of companies with empbyees significantly increased: 2,725 staff were employeuh
1,010 of the 3,179 registered companies.

The increase in the number otompanieswith employees was accompanied by an increase in
the averagenumber of employeesfrom 3.2 to 3.4.

Table 2.6 Average staff of innovative startup s by geographical area 7 2013-2014

\ Breakdown 2013 2014
North-West 3.3 3.8
North-East 2.7 2.9
Centre 2.7 3.2
South 4.1 3.6
Total 3.2 3.4

Source: Istat

The increase in the average size is nearly uniform throughout Italy and in relation to
economicsector. The exception is the South, where the number efartup companies doubled
over the period while growth in other areas was approximately 50%. The substantial increase
recorded in the South was probably attributable to newcompaniesthat, in the initial stage,
had a small number of employees.

An increase in average size earred in most business sectors. The reduction in the design
sector was due to the small number of companies involved.
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Table 2.7 Average size by sector

B +C +D +E «Bther Industry and Construction 3.2 3.7
GMachinery; 2.6 3.4
G +H +[Trade, transport, accommodation, catering 2.7 3.5
OTHER SERVICES 2.9 3.1
JSoftware 3.7 3.9
JData Processing 3.2 2.8
M-Management consultancy 3.8 4.0
M-Architects and engineers 2.8 2.7
M-Research and development 2.6 2.7
M-Specialised design 2.4 1.4
M-Other consultancy activities 2.1 3.1
N -Other business support services 2.8 3.3
Total 3.2 3.4

Source: Istat

The increase in average size is even more significant when viewed relation to companies
that had employees inboth 2013 and2014. G over 600 companies monitored, the average
size increased from 3.2 to 4.5 employees.

The composition of the number of shareholders, natural persons and legal persons was
analysed for 2014. Thestartup companies (1,369 units) for which it was possible to
reconstruct the number of partners had just over 6,600 shareholders, including 5,500 haal
and 1,100 legal persons. In particularstartup companies are mainly composeof more than 4
shareholders. In addition, more than 25% of the shareholders, whether they are natural or
legal personsare in companies with more than 10 shareholders.
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Chart 2.19 Distribution of the number of shareholders per category 72014
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PRODUCTIVITY ANALYSIS

1 Added value and production

Ofthe indicators consideredto be strategic, added value is the one that best summasesthe
data regardingcompany productivity levels. Obtained by deducting the negative items on the
income statement from the positive ones, it expresses the company's ability to remunerate the
factors of production .20 In 2013, the situation regarding innovativestartups for which it was
possible to obtain accounting data shows that:

the average value added peenterprise was about035,000, comparedto about ©280,000 for
all joint-stock companies?!

considering the value added per employee, in other words productivity, the dédfencesare
less even if they remain in favour of jointstock companies ‘019,000 comparedto ‘053,000);

in regard to innovative startups, the sector with the highest level of productivity is
architecture and engineering 035,000 per employee), followed by the consultancy sector,
with approximately 031,000 per employee;

negative performance was recorded for the data processing sector, where overall, the added
value of innovativestartups was less than zero.

Overall, startups have lower productivity levels than enterprises that have already been
established for years. Indeed, in one case (the data processing sector) added value was below
zero.

20 The value added at factor cost, including contributions, net of tax, is taken into account in this case.

21 Joint-stock companies with up to 100 employees were considered in order to ensure a consistent cormipan
with innovative startups, made up of small businesses.
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Encouraging data emerges from analysing productivity developments. By using the value of
production?2 for the years 2012 and 2013, the production value per employee ratio was
calculated, both forstartups and for joint-stock companies.

Table 2.8 Dynamics of production per employee, in regard to  startup s and joint -stock
companies overall z2012 and 2013

Innovative
startups
compared
Business sectors Joint-stock companies overall Innovative startups with joint-
stock
companies
overall
2013 2013 2013
2012 2013 compared| 2012 2013 compared| compared
with 2012 with 2012 | with 2012
Other industries and 244,226 252,436  1034| 85,013 127,349 1.498 1.449
construction
Machinery 208,722 208,721 1.000 68,856 139,119 2.020 2.020
Trading, transport, 329,093 320,963  0.975 103,847 121,642 1171 1201
accommodation, catering
Software 141,075 144,456 1.024 56,910 79,665 1.400 1.367
Data processing 91,587 90,009 0.983 32,606 54,941 1.685 1715
Management consultancy 179,470 193,237 1077 42,684 68,549 1.606 1492
Q:;Z'tecwra' andengineeringl  ,, 544 220576  0.917| 62,800 120,835 1.924 2.098
Research andevelopment 185,977 149,901 0.806 71,314 101,011 1416 1.757
Specialised design 142,431 130,110 0.913 54,063 63,325 1171 1.282
Other consultancy activities 166,415 156,988 0.943 71,128 93,648 1.317 1.396
Other services 238,847 185,767 0.778 61,316 93,853 1531 1.968

Source: Istat

The change in the value of production per employee (last column) is always greater than 1,
indicating a higher value instartups compared with joint-stock companies. In particular, in
some sectors, such as architecture and engineering, industry, and other services, the growth
in the period 2012-2013 was double that of companies in the same sectors, if joirstock
companies are cosideredin overall terms.

22 The value of production is used as a proxy for value added, since the latter has negative valnesome cases

Italian Ministry of Economic Development 66



Annual Report on Innovative Startups and SMEz2015

1 Economic and financial analysis of profitability, liquidity and solvency

In order to highlight the level of competitiveness of innovativestartups in relation to joint-

stock companies overall, economic performance for the years 2012 and 2013 were analysed

using the key financial indicators.

Particular emphasis was given to the study of three specific areas of performance, relative to

the level of profitability, solvency and liquidity, for which a selected number of indicators
were summarised:

1. two indicators were summarised in regard to liquidity (which expresses the ability to
cover short-term liabilities with current assets z inventories, receivaldes and cash):

1 the liquidity ratio 23 = (cash+ receivables) / current liabilities

1 the current ratio24 = (cash + inventory +eceivables) / current liabilities

1 asummaryliquidity indicator was then calculated using the following equation:
liquidity summary = 0.5 * liquidity ratio + 0.5 *current ratio

which it is considered satisfactory if greater than 1 (indicating full coverage of
short-term liabilities).

2. in regard to solvency (which expresses the quality of thecompanys sources of
financing and thelevel of debt, indicating the ability tostay in businessover time, even
in adverse market situations), it was summarised by two indicators:

1 leverage?® = debt capital/equity

1 coverage of fixed assets with lasting sourcés = (own capital + non-current
liabilities)/assets

1 a summary solvency indicator was then calculated in accordance with the
following equation:

solvencysummary = 0.5 * (1/leverage)+ 0.5 * coverage of fixed assets with lasting
sources

which it is considered satisfactory if greater than 1(indicating full coverage of
short-term liabilities).

3. In regard to profitability, both ROE and ROI were calculated. ROE sumrnsas the
financial results of A Al | DBtéahsatioas and is given by either of the following
equations:

1 ROE = net profit / equity
1 ROE = [overall ROl * LEVERAGE (RQ)] * extraordinary items and taxes ratio

ROI instead expresses the operating profit (revenue minus operating costs) over
the overall capital invested:

23 A value equal to or greater than 0.8 is considered a normal value.
24 A value gual to or greater than 1.2 is considered a normal average value.

25 A value of less than 2 is considered a normal value; beyond this threshold, the level of exposure towards third
parties is high.

26 A value greater than 1 is considered a normal value, exding the use of shoriterm borrowings to finance
fixed assets.
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1 ROI = operating revenue / capital employed

As a first analysis, lhe ratio between turnover and overall investment (sales turnover) was
calculated for both startups and jointstock companies, in order to identify access problems
for companies that are getting involved in the market for the first time.

In certain macro setors (other consultancy activities, specialised design, research and
development, management consultancy, architects and engineering firms and other services)
the gap between newly established companies and those already on the market seems rather
small, while in others (trading, transport, accommodation, catering, data processing, other
industry and construction, machinery and software) it is more evident.

This indicates that in return for an initial investment, the innovative startups of the first
segment (other consultancy activities, specialised design, research and development,
management consultancy, architects and engineering firms and other services) achieve a
return in terms of sales in line with competitors already on the market, while in other @eas
the competitive advantage of companies already on the market is higher.

Chart 2.20 Turnover of innovative startup s and of joint stock companies overall (2012
and 2013)
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Source: Istat

In terms of performance, it is noted that the profitability of innovativestartups is less than
that of companies already on the market, although some maecsectors such as other
consultancy activities, research and development, management consultancy aatcthitects
and engineering firms, have positive profitability levels. In terms ofolvency and liquidity,
however, startups generally have good levels of performance, on average higher than those of
existing companies do It can be assumed thastartups start from a rather low level of debt
and fully able to deal with shortterm liabilities, compared with a level of activity that is not
fully operational.
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Table 2.9 Performance in terms of profitability, liquidity and solvency in innovative
startup s (average values, 2012 and 2013)

0 0
Business secto ROl Summary Summary | -, Summary Summary
Solvency Liquidity Solvency Liquidity
Other industries and construction -5.34 0.80 1.10|-2.34 0.80 0.91
Machinery -1.26 0.80 0.99| -7.34 0.93 111
Tradl_ng,transport, accommodation, 14.92 117 129 17.9 0.97 122
catering 9
Software -2.66 1.05 1.29| -4.86 1.26 1.47
Data processing -18.64 3.32 3.79| 18.7 2.06 231
1
Management consultancy 9.75 0.75 1.03| 4.54 1.38 1.22
Architectural and engineering firms| 4.20 0.87 1.14| 3.76 0.80 1.12
Research and development 2.56 1.01 1.35| 3.13 1.25 1.59
Specialised design -17.35 0.96 1.22|-4.70 0.74 1.09
Other consultancy activities 5.15 0.86 1.08| -1.38 1.17 1.36
Other services -12.16 1.19 1.41|-8.15 1.18 1.42
Total -3.96 1.01 1.29(-4.61 1.05 1.28

Source: Istat

Table 2.10 Performance in terms of profitability, = solvency and liquidity of joint stock
companies (average values, 2012 and 2013)

Business sectors ROI Summary Sl_Jm_m_ary ROI Summary ng_mgry
Solvency Liquidity Solvency Liquidity
Other industries and construction 11.10 0.94 1.07| 3.31 0.97 1.10
Machinery 4.91 1.02 1.06| 5.40 1.03 1.07
I;?gr';% transport, accommodation, , 5 0.46 0.01| 3.22 0.82 1.00
Software 8.20 0.97 1.18( 7.57 0.93 1.16
Data processing 7.22 0.98 1.28| 6.58 1.00 1.30
Management consultancy 8.45 0.76 0.94| 8.14 0.91 0.90
Architectural and engineering firms | 7.19 1.10 1.12| 6.06 1.05 1.09
Research and development 2.58 0.96 1.19| 2.48 0.97 1.18
Specialised design 8.42 1.19 1.39| 8.72 1.05 1.29
Other consultancy activities 7.40 0.97 1.27| 7.28 1.02 1.33
Other services 3.49 0.99 1.05| -0.57 1.01 1.07
Total 5.83 0.76 0.77| 2.50 0.91 1.07

Source: Istat
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If the analysis of the average level of profitability shows a substantial gap betweetartups
and companiesalready on the market, the analysis of the distribution of individual companies
within the sample showed the presence of macrgectors in which startups manage to be
more competitive.

The following table shows the distribution of the companies with positive profitability (RO

(i.e. companies making a profit) that showed an improvement or deterioration in
performance in 2013 compared to 2012. The saendistribution is indicated for companies

making a loss.

Table 2.11 Distribution of companies in terms of profitability (2012 and 2013)

Startups (%o)with: Jointstock @mpanies (%vith:

Business sectors positive profit negativeprofit positiveprofit negativeprofit

growth decrease growth decrease growth decrease growth Reduction
Other consultancy activities 26.1 30.4 13.0 30.5 35.1 35.3 5.9 23.7
Specialised design 40.0 20.0 0.0 40.0 35.8 35.4 5.6 23.2
Research and development 37.1 30.5 9.5 22.9 36.1 31.9 7.3 24.7
Other services 27.9 27.9 11.8 324 343 29.8 10.2 25.7
I;?:r'::]% transport, accommodation 3 537 13 368 351 345 7.7 227
Management consultancy 34.8 34.8 8.7 21.7 35.6 35.9 5.9 22.6
Data processing 25.0 9.4 12.5 53.1 34.2 41.7 4.7 194
Other industries and construction 28.1 22.5 135 35.9 34.7 34.3 7.5 23.5
Machinery 33.3 19.0 0.0 47.7( 38.0 39.1 5.1 17.8
Software 26.4 28.7 11.5 334 344 39.5 4.9 21.2
Architectural and engineering firmg  45.5 18.2 6.1 30.2 32.7 37.4 5.4 24.5
Total 30.4 26.0 10.7 329 34.8 33.4 8.1 23.7

Source: Istat

The analysis shows that in some sectorbke specialist design, research and development,
management consultancy and architecture and engineering firej the percentage of
companiesmaking a profit in 2013 increased compared to 2012 This percentagewas higher
in the startups thanin the joint-stock companies already on the market (these sectors thus
confirm a good level of competitiveness, already higigihted in the turnover analysis).
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Table 2.12 Distribution of companies in terms of

Startups (%)with

solvency (2012 and 2013)

Joint-stock companies (%) with

Business sectors positivesolvency negativesolvency positivesolvency negativesolvency
growth decrease growth decrease| growth decrease growth decrease
gctg\fi:iggnsu'tancy 261 565 8.7 87| 503 257 100 140
Specialised design 40.0 40.0 20.0 0.0 48.8 27.5 95 142
Research and developme 43.8 25.7 8.6 21.9 47.5 26.0 99 16.6
Other services 35.3 32.4 8.8 23.5 42.5 22.9 16.0 18.6
Zﬁg‘;ﬁ;&ﬁfg’ggmemg 263 289 79 369 443 226 145 186
Management consultancy 39.1 21.7 13.0 26.2 49.6 26.0 9.6 14.8
Data processing 344 31.3 6.3 28.0 52.2 241 9.6 14.1
S;:g{rij”c‘:i‘:;t”es and 18.0 32.6 15.7 33.7 44.4 23.4 138 184
Machinery 28.6 19.0 14.3 38.1 46.3 25.4 11.9 16.4
Software 43.1 351 6.3 15.5 46.2 26.4 10.6 16.8
::;?:\teeg:i“nrg'fﬁ;i 39.4 15.2 15.2 30.2 52.2 27.9 73 126
Total 35.7 31.0 9.7 23.6 44.3 23.3 14.3 18.1

Source: Istat

Table 2.13 Distribution of companies in terms of liquidity (2012 and 2013)

Startups (%) with

Joint-stock companies (%yith:

Macrosectors positiveliquidity negativeliquidity | positiveliquidity negativeliquidity

growth decrease growth decrease growth decrease growth decrease
Other consultancy activities 39.1 43.5 4.3 13.1) 439 33.9 8.5 13.7
Specialised design 20.0 40.0 30.0 10.0/ 425 33.7 9.3 14.5
Research and development 42.9 28.6 2.9 25.6/ 40.8 32.7 8.9 17.6
Other services 38.2 27.9 8.8 251 354 254 17.2 22.0
I;?gr';% transport, accommodation, | 537 545 53 368 326 213 204 257
Management consultancy 39.1 26.1 8.7 26.1| 443 32.7 8.8 14.2
Data processing 375 34.4 0.0 28.1| 43.2 36.3 8.6 11.9
Other industries and construction 20.2 29.2 18.0 326 351 246 16.8 23.5
Machinery 19.0 19.0 333 28.7| 345 233 177 24.5
Software 42.0 38.5 5.7 13.8| 41.2 33.6 10.2 15.0
Architectural and engineering firms 24.2 36.4 9.1 30.3| 44.3 35.0 7.8 12.9
Total 34.9 32.8 8.6 237/ 35.1 246 173 23.0

Source: Istat
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Undertaking the same analysis fosolvencyand liquidity, it is evident that the overall ratio of
startup companies with positive performance is in line with that of companies already on the
market. The percentage of sekent companiesis 67%, for both categories, while in regard to
liquidity, the percentage of companies with liquidity is 67% instartups and 8% in companies
already on the market. Moreover, in 2013 about half of theolvent and liquid startups show a
decrease compared to their performance in 2012, indicating a reduction in performance that
was much lower in existingcompanies

Ultimately, for the year 2013, the companies in the two categories were divided into three
groups:

1 The "healthy" companies with a positive level of performance, both in terms of
profitabil ity (a positive ROB and solidarity (a solvency summary ratio of more than
0.75), aswell as liquidity (a liquidity summary ratio of more than 1);

1 companies with positive profitability but solvencyor liquidity problems;
1 companies with negative profitability andsolvencyor liquidity problems.

The results show that in some areadike research and development, other consultancy
activities, architectural and engineering firms, management consulting, the percentage of
"healthy"” companies, in other words those making a profit, is quite similar for botistartups
and joint-stock companies &eady on the market. On the contrary, in some sectors such as
construction and other industries, trading, transport, accommodation, catering, equipment,
specialised design, software and data processing, the percentage of "healthy" companies was
much lower in startups than joint-stock companies already present on the market. In these
sectors, in particular, the percentage of lossaking companies withsolvency and liquidity
problems was quite high for startups.
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Chart 2.21 Distribution of healthy companie s and companies with problems in terms of
profitability, solvency and liquidity per macro -sector (2013)

Source: Istat
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