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NATIONAL INDUSTRY 4.0 PLAN
Innovation is a great opportunity. Thanks to the National Industry 4.0 Plan Italian
companies can now choose from a wide range of measures to help them win the
challenge set by the digital revolution.
Key Points
 a public investment of about 20 billion euros
 an increase up to 140% of the deduction of depreciation for investments in new
capital goods, and a hyper depreciation of 250% on tangible and intangible assets
functional to the digital transformation of Italian companies
 an incremental 50% tax credit on additional R&D investments valid until 2020
 supporting venture capital and private equity
 pushing on network infrastructure investments with a fiber-to-factory approach;
 facilitate skills development and technology transfer by establishing a digital
innovation hub network across Italy.
The “Industria 4.0” National Plan represents a major opportunity for all companies
that are ready to take advantage of the unprecedented incentives offered by the
Fourth Industrial Revolution. The Plan provides for a wide array of complementary
measures promoting investment in innovation and competitiveness - all measures
that have proved their effectiveness in the past have been strengthened under a
“4.0” logic, and new measures have been introduced to meet new needs.
The Italian Government presented a first assessment of our “National Plan”, one
year after its official launch. In the first half of 2017, overall investment in Italy
increased by 9% with respect to 2016, peaking at +11,6% for industrial machinery,
whereas R&D Expenditure increased by almost 15% in the manufacturing sector. By
2020, through a budgetary envelope of €14 billion, the Italian Government plans to
increase by €10 billion private investment, by 11,3 billion R&D expenditures, and by
100% students enrolled in Italian “Fachhochschulen” devoted to Industry 4.0
technologies.
The Government and the business community as a whole must make the most of
this opportunity. This is why we have embraced a new paradigm of policy-making:
we have planned measures that every company can put in place automatically - thus
avoiding any evaluation procedures and the associated red tape - and, above all,
without any restrictions in terms of its size, sector or location. As shown by the
substantial resources (20 bln euros) committed to the Plan, this Government is
offering innovative and digital businesses a new deal.
1.
Hyper- and Super-Depreciation.
It supports companies that invest in new capital goods, tangible assets and
intangible assets (software and IT systems) for the technological and digital
transformation of their production processes.
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Hyper-depreciation: for depreciation purposes, investments in new tangible assets,
devices and technologies enabling companies’ transformation to “Industria 4.0”
standards will be valued at 250% of the investment value. Applies for outright
purchases and lease purchase agreements.
Super-depreciation: for depreciation purposes, investments will be valued at 140%
of the investment value. Applies for outright purchases and lease purchase
agreements. Those benefiting from hyper-depreciation may in the future also apply
the benefits to investments in intangible assets such as software and IT systems.
2.
“Nuova Sabatini” - More credit to innovation
It supports SMEs requesting bank loans to invest in new capital goods, machinery,
factory equipment for use in production and digital technologies (hardware and
software), by a contribution partially covering interest paid by business on bank
loans of between 20,000 and 2,000,000 euros, granted by banks, drawing either on
a specific credit line of the Savings and Loans Fund or on ordinary reserves.
The contribution is calculated on the basis of a conventional 5-year depreciation
plan with an annual interest rate of 2.75% and is increased by 30% in the case of
investment in “Industria 4.0” technologies. It also provides priority access to the
Central Guarantee Fund, for a maximum of up to 80%.
3.
Tax Credit for Research and Development
It encourages private investment in Research and Development for product and
process innovation by granting a 50% tax credit on increases in R&D costs generated
in 2017-2020 up to an annual ceiling of €20 million a year per beneficiary.
The tax credit can be used to cover a wide range of different taxes and
contributions, even if companies report losses. It applies to all expenditure on basic
research, industrial research and experimental development: hiring of highly
qualified and technically specialised employees, research agreements with
universities, research institutes, enterprises, innovative startups and SMEs,
depreciation on laboratory equipment and instrumentation, technical know-how
and industrial property rights.
4.
Tax credit for Patent Box - more value for intangible assets
The Patent box makes offers long-term domestic and international investors a
special rate of taxation for incomes deriving from the use of intellectual property
rights. It represents a strong incentive for bringing back to Italy intangible assets
currently held abroad by Italian or foreign companies, as well as for keeping
intangible assets in Italy rather than relocating them abroad.
It is optional special taxation system applicable to income from use of intangible
assets: industrial patent rights, registered trademarks, industrial designs and
models, copyrighted know-how and software.
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The special condition consists in a reduction of 50% in the corporate income tax
(IRES) and regional production tax (IRAP) rates starting in 2017, on business income
connected with direct or indirect use (or use on licence) of intangible assets in
relation to third-party counterparts or related counterparts (infragroup companies).
The benefit is conditional to the taxpayer conducting Research and Development
work connected with the development and maintenance of intangible assets.
5.
Guarantee Fund for SMEs
The Guarantee Fund for SMEs supports businesses and professionals who have
difficulty accessing bank loans because they do not have sufficient guarantees. It
grants a public guarantee, covering up to a maximum of 80% of the loan, for short
and medium- to long-term loans both as a source of cash and for investment
purposes. The Fund guarantees that each business or professional will be provided a
maximum of 2.5 million euros for use in one or more operations up to the
established ceiling, with no limit on the number of operations that may be
performed. The limit refers to the amount guaranteed, while there is no ceiling on
the total loan.
In the case of the direct guarantee, interested parties must present a bank or
financial intermediary with a request for a loan and, at the same time, request
support in the form of a public guarantee. The bank or financial intermediary will
forward the request to Banca del Mezzogiorno - Mediocredito Centrale SPA, which
is managing the facility. The procedures are quick and streamlined, so that access
requirements may be checked and a decision made promptly. In the event of the
party that obtains the loan defaulting, the bank or financial intermediary who made
the loan may claim compensation from the Guarantee Fund.
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THE ITALIAN DIGITAL INNOVATION HUBS NETWORK
A national network of Digital Innovation Hubs has also been put in place as the
companies’ gateway to Industry 4.0 to promote the demand for innovation in the
production system. Digital Innovation Hubs (DIHs) are a key component of the
Digitization Strategy by promoting contacts between Competence Centers,
industries, technology experts and investors. DIHs can also assist the industry in the
transformation needed to digitize their products and benefit from digital
opportunities.
The Italian-DIH network is part of the commitment of the Italian Government and
Confindustria to boost the competitiveness of manufacturing, which depends on its
ability to deliver highly innovative products, where innovation often comes from the
progress made through the adoption of ICT solutions. The solution to this need can
be provided by the Digital Innovation Hub, which aims to promote state-of-the-art
technologies and to disseminate ICT-based research projects.
The European network in which the Italian-DIH network interacts can help you
identify all Industry 4.0 solutions (e.g. robotic, cloud-based simulation services and
high performance computing systems, add-on manufacturing, laser-based
applications, intelligent sensor-based devices).
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THE ITALIAN INNOVATION ECOSYSTEM: OPPORTUNITIES FOR DIGITAL BUSINESSES
1.

Introduction: the policy framework for innovative startups

Industry is experiencing a transformation that is unprecedented in its speed and
pervasiveness. It has impacted every phase of the product life-cycle, from design to
production, distribution, retail and consumption. A common theme in this
metamorphosis is the unstoppable ascent of the intangible component of our
economy. The advance of digitalisation has fostered the development of rapid
prototyping, advanced automation and 3D printing, the Internet of Things, the new
data economy, on-demand production and the sharing economy. We are now in the
era of Industry 4.0, an irreversible transformation based on an increasingly strong
collaboration between universities, research institutes, large companies, SMEs and
innovative startups. It is the innovative startups that should be applauded for having
proposed a new business model characterized by an ambition to achieve rapid
growth, an international profile, a commitment to permanent innovation, and a
propensity towards inter-sector influencing and open innovation. If these values
become systemic, they will renew the whole of our business fabric, including the
most traditional industries.
This new generation of businesses will leave its mark not only in cultural terms but
most importantly in economic terms. Thanks to its approach towards technological
innovation, and by experimenting with new business models, over the long term this
will drive up production levels, competitiveness and efficiency throughout the
manufacturing sector.
Five years after the launch of the Startup Act, Italian legislation is now recognized
as one of the most internationally advanced for innovative business support
strategies. Looking at the results of the Startup Manifesto Policy Tracker, published
in March 2016, Italy is now in second place among the 28 EU Member States, in
terms of the take-up rate of recommendations made by the European Commission
on this issue. The report confirms the growth of the Italian ecosystem, for example
in terms of the number of startups recorded (+41% on the previous year), the
human resources involved (+47.5%), the average value of production (+33%) and
funding raised (+128%, considering access to credit via the SME Guarantee Fund.)
During the past years, we have continued our work to improve the regulatory
context for startups, by introducing among other things a new form of online
incorporation procedure, which has considerable advantages in terms of time and
cost. The incentives available to innovative SMEs have been significantly boosted
thanks to the extension of the free, simplified access to the Guarantee Fund. This
means that SMEs now have easier access to funding during the startup phase.
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In the last Budget Law, the Government renewed its commitment to driving up
competitiveness across the national manufacturing sector, by accepting the policy
recommendations in the Industry 4.0 Plan. The new measures include many that are
of particular interest to startups and innovative SMEs: enhanced incentives for
investments, the strengthening of tax credits for investments in research and
development, the creation of a new type of visa for investors, the possibility of
transferring losses to publicly-listed “sponsor” companies even if they have a
minority share in capital, and hyper-amortization for instrumental assets that enable
the digital upgrading of production. This represents an unprecedented financial
commitment.
2.

The Italian innovative startup ecosystem: figures and territorial distribution

By mid-2016, three and a half years after the policy was launched, there were 5,942
innovative startups; 40% more than in the same period in the previous year, and as
much as 160% more than the number recorded in mid-2014. This trend continued to
rise steadily, peaking at 8.054 innovative startups in October 2017, a remarkable
+35.5% in less than one year and a half.
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There were 39 “certified business incubators” (companies that can offer diversified
services, also in partnership with research institutions, and have a proven track
record in incubating startups) at the end of June 2016. Three-quarters of them were
located in the north of Italy (Lombardy being the leading region with 14),
approximately 25% in Central Italy and just one in the South (Sardinia).
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13 incubators had a value of production ranging from between €100,000 and
€500,000, while 10 of them had a figure between 2 million and €5 million. The social
capital of certified incubators ranges from €10,000 (in four cases) up to more than
€500,000 (eight incubators). Most certified incubators are small in size, and mostly
have between zero and 19 staff.

In mid-2016, there were 13 provinces with more than 100 innovative startups in
their territory. 44% of innovative startups were headquartered in one of the three
main regions – Lombardy, Emilia Romagna and Lazio. As of 30 June 2016, the South
is home to 22.9% of the innovative startups in the country, the Central regions have
21.9% and the North has 55.2% (30.1% North-West, 25.1% North-East).
The regional distribution of innovative startup registrations, which between 2014
and 2015 had gradually intensified in the Central and Southern regions, showed
growth in the northern parts of the country during 2016.
The Italian region with the highest percentage of innovative startups is Lombardy
(21.7%), which is also where the biggest number of companies currently trading are
located (15.8% of the total). This is followed by the Emilia-Romagna region, with
11.9% of innovative startups (7.9% of the total joint stock companies), Lazio, with
10.1% of startups (9.3%) and Veneto with 7.5% (8.5%). Although, until now, there
have been fewer innovative startups in the Southern regions compared to the other
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parts of the country, looking at the trends in Chamber of Commerce registrations it
can be seen that registration has gradually intensified in the South as well, with a
discreet presence mainly in Campania (6.2%), Sicily (4.6%) and in Puglia (3.7%)

The largest startups in terms of workforce are mainly found in the North (22 in the
category of 20-49 staff, three in the category of 50-249); seven of them are located
in the southern regions and five in Central Italy. A detailed look at the distribution of
innovative startups by province shows that Milan is the area with the highest
number: 1.274. Rome is next with 685, Turin 301, Naples 287 and Bologna 267. 13
provinces are now consistently above the 100 mark.
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With regard to industry distribution, the clearly prevalent activities are those of
information and communication services (41.55% of the total), principally the field
of software production and IT consulting (30.10%); this is followed by scientific
research and development (14.8%) and the other professional, scientific and
technical activities (11.9%). Only 18% of innovative startups operate in the sectors
of industry and crafts. The main types of business within the manufacturing sector
were computer manufacturers and electronics/optical products (3.8%), machinery
and equipment (3.4%) and electrical appliances (2.2%). Finally, commerce only
accounts for 4.7% of the total. The weighting of innovative startups among the total
joint-stock companies operating in the scientific R&D sector is 24%; the weighting
for the IT consulting and software production segment is 7.1%. Both values appear
to be particularly significant if compared against the total ratio of innovative
startups to total joint stock companies, of 0.4%.

2 INN

OVATIVE

The innovation requirement that was most frequently selected by the innovative
startups during self-certification related to R&D costs (necessary in 62% of
innovative startups). This is further confirmation that investments in intangible
assets are a typical feature of this type of enterprise. In mid-2016 there were also 93
innovative social enterprises and 620 operating in the energy sector (“clean tech”).
Considering the positive impact on the community that this type of company has,
these categories qualify for an increased incentive for equity investors.
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3.

Investment figures on start-ups

Total investment in startups
saw a considerable increase
in 2016.
According to the Milan
Polytechnic Observatory on
Digital Innovation, overall
investment peaked to 217
mln in 2016 (+80% with
respect to 2014).
Turnover is also on the rise,
at € 247 million, as well as
employment figures (2,420
employees, + 55% with
respect to 2015).
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Equity crowdfunding operations saw a considerable increase in 2015. The Milan
Polytechnic Observatory on Crowd Investing highlighted that the total receipts
reached €5.6 million, an increase of 140% compared to mid-2015. Strong potential
for growth of the system can also be found in Invitalia Ventures, which co-invests
with private players in high potential startups drawing on an initial endowment of
50 million, which was subsequently increased to 65 million. In the first year of
operation the fund invested in five startups, for a total of 10.5 million.
The contribution of the Italian Investment Fund has also been important. It
operates as a “fund of funds”, by feeding-in capital for institutional investors who
are committed to startup funding activities. The two vehicles used for investments
in venture capital funds (FII Venture and FOF VC) contributed to the funding of 9
companies – plus another 2 operations at the formalisation stage – giving a total of
152 million. They act as anchor investors to attract other players on the risk capital
markets such as the European Investment Fund.
At European level, the SME Instrument of the Horizon 2020 programme is an
important source of funding for hi-tech businesses. Two years since its launch, it has
provided funding for 60 innovative Italian startups in phase 1 (a grant of €50,000),
while 13 have received finance of up to 2.5 million in phase 2, for development of
the business. Of these, six companies have won both phases
Finally, the cycles of the four Contamination Labs (spaces created within universities
to encourage the transfer of students’ knowledge and to promote a business
culture) came to an end in mid-2016. The Contamination Labs were part of the
“startup” competition announced in 2013 by the Ministry for Education, Universities
and Research, which incorporated a policy formulated by MISE. Four new CLabs
were created during the past year. They are self-funded by universities, with similar
characteristics to those that are government-funded policy.
4.

Financial and regulatory incentives for innovative start-ups

Introduced in late 2012, the Italian Startup Act is a comprehensive legislative
framework aimed at facilitating the creation and the growth of new hi-tech
companies. Its implementation has been constantly revised, and progressively
strengthened with new and reinforced measures.
Key to this legislation is a legal definition of innovative startup as a specific kind of
firm, an unprecedented approach in Italy and in the OECD.
“Innovative startups” are defined as newly-founded (less than 5 years old) limited
companies, unlisted, which have an annual turnover lower than €5M, and a focus
on technological innovation.
The latter is identified by at least one of the following indicators:
1. significant R&D expenditure (>15% of total annual costs)
2. highly-qualified team. 2/3 of the team is made up of university graduates, or,
alternatively, 1/3 PhD holders, PhD students or researchers;
3. Intellectual Property rights. Ownership of a patent or a software
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Companies that fulfil the requirements can (through self-selection) register as
innovative startups at their local Chamber of Commerce and benefit from a vast
array of policy measures. The support measures are designed to help them
throughout their whole life-cycle (first steps, growth, maturity) and to affect the
national startup ecosystem as a whole (investors, incubators, universities…)
• A new online, free incorporation procedure. From 20 July 2016, innovative
startups can draft their deed of incorporation and the articles of association
through a new procedure: a) on a digital platform; b) with no need for
intermediation, by e.g. a notary; c) no fees due; d) identity ensured by digital
signature. From 22 June 2017, this procedure is also available for subsequent
amendments of the founding acts.
• Incentives to investment in risk capital: a 30% break on personal income tax for
investments up to 1 million euros, or a 30% deduction from corporate income tax
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basis, up to 1.8 million euros. The minimum holding period allowed for the
incentivised investment is 3 years.
Free, simplified, fast-track access to the Guarantee Fund for SMEs. Innovative
startups enjoy a fast-track, simplified and free-of-charge access to the SME
Guarantee Fund, a State Fund that supports access to credit through guarantees
on bank loans. The guarantee covers up to 80% of the bank loans granted to
innovative startups, up to a maximum of €2.5 million per company, and it is
provided through a simplified, fast-track procedure. The guarantee is issued
automatically: no evaluation is needed from the Fund on the company’s business
plans.
Equity crowdfunding for raising new risk capital. Italian innovative startups can
raise capital by offering shares to the public through equity crowdfunding web
portals, provided that they meet some requirements (e.g. 5% of capital is held by
professional investors). Italian Budget Law 2017 stated that regulation on equity
crowdfunding applies to all SMEs
Italia Startup Visa: a priority visa for innovative entrepreneurs from all over the
world. The procedure for a self-employment visa never takes more than 30 days,
is free-of-charge, and is entirely online. Applications are evaluated by a team of
experts, coordinated by the Ministry of Economic Development. The fast-track
procedure was also extended to non-EU nationals with regular residence permits
obtained for study reasons, who intend to remain in Italy after their permits have
expired, in order to launch an innovative startup. “Italia Startup Hub” allows
them to convert their permit into “permit for independent startup employment”
without having to leave the country. They can benefit from the same simplified
procedure that applies to the granting of startup visas.
Exemption from regular bankruptcy regulations. Innovative startups are
exempted from standard bankruptcy legislation, preliminary closure agreements
and forced liquidation in the event of an over-indebtedness crisis. After one year,
the company is cancelled from bad debtor databases and the business register to
mitigate reputational burden. The process is made faster and less costly, so that
the entrepreneur can get back on track immediately with a new project.
Incentives for scale-ups: scale-ups can easily shift to the “innovative SME” status,
keeping the key benefits of the start-up regime. Innovative SMEs are SMEs as
defined by EU law, with no age limit, which meet innovation requirements similar
to those provided for start-ups. The regime is intended to support startups in
their scale-up phase.
Possibility of transferring losses reported by startups to listed companies
holding at least 20% of their shares.
Exemption from regulations on dummy companies and companies reporting
systematic losses.
Possibility for limited liability companies to issue tax-free stock options or workfor equity schemes.
16 German -Italian Innovation Conference

30% tax break for seed- & early-stage investments: results in 2015
• More than € 82 M invested (+64% from
2014)
• 666 startups received investments from
individuals (+29,3%)
• 222 from corporate entities (+18,7%)
• 2.703 investors (+61,6%)
• 2.481 investments from individuals
• 369 from corporate entities

The Public Guarantee Fund for SMEs
1.784 innovative startups
were granted a public
guarantee for one or
more bank loans.
Total financing granted:
477.078.202 €
Increase since 31 March
2017: + 59.600.272 €
Average: 212.696 €
53,6 months: average
duration of loans
Operation status:
 252 loans granted and
fully repaid
 1.964 loans granted, repayment in progress
 27 loans granted, but not returned
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THE ITALIAN INNOVATION ECOSYSTEM: INDUSTRY FOCUS
1.

Smart manufacturing, industrial machinery and electric industry

The Italian industrial machinery industry represents over 400 companies,
generating 30,000 jobs and an annual turnover of € 7.8 billion, whereas the Italian
Electrical Engineering & Electronic Industry represents more than 1.300 Member
Companies, 74 billion Euros of total turnover, 468,000 employees and 4% intramural R&D investments on total turnover. In 2014, mechanical engineering, metal
products, electrical appliances, industrial machinery, robotics generated a supply
chain made by 106,000 local units, 1,420,000 jobs, and € 164 billion exports. Italy
ranks second worldwide after Germany for competitiveness in foreign trade in
electric components and non-electric machinery, with more than 179 manufactured
products where Italian companies are market leaders (see chart).

Between 2002 and 2014 total export of machines and mechanical equipment
increased from € 50.4 to € 81.4 billion, and in 2014 the Italian foreign trade balance
of machine and equipment was €55 billion, third-best worldwide. With €182.8
billions of exports, Italy ranked second in Europe, after Germany, for total exports of
machinery, automotive and equipment (45% of German exports, € 30 billion more
than UK and France). Already in 2013, Italy invested more than €1.16 billion in R&D
in machines and mechanical appliances sector. This was the second highest in
Europe after Germany.
In its first year of functioning (2016-2017), the “Industria 4.0” National Plan has
brought unprecedented results: in the first half of 2017, gross fixed capital
formation in Italy increased by 9% with respect to 2016, peaking at +11,6% for
industrial machinery, and at +10,7% for electric and electronic appliances.
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Both investments in industrial machinery and in electronic appliances where
positively affected: industrial machinery registered a +4% increase in the production
and a +15% in its turnover between January 2016 and July 2017. The Business
confidence climate was also positively affected: in the first semester 2017, 56% of
electronic and electrical companies increased in their turnover with respect to the
first half of 2016; 24% of them confirmed a higher-than-10% increase.

In 2017, R&D Expenditure increased by almost 15% in the manufacturing sector,
with over 24.000 companies having invested in R&D and innovation. 80% of
electronic and electrical companies increased their activities in innovation, and 60%
of them increased their investment in innovation and in R&D projects.
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The “Industria 4.0” National Plan also included a strong “rising awareness”
component: According to the Milan Polytechnic Observatory on Industry 4.0 (on the
basis of a statistical sample of 241 companies), in 2017 only 8% of Italian companies
are not aware of the Industry 4.0 digital transformation processes: a -30% decrease
with respect to 2016 (when 38% of all companies declared not to know the subject).
So far, only 16% of all companies are not aware of the “Industria 4.0” national plan:
among those companies which are informed of its incentives, 36% decided to use
the 250% Hyper-Depreciation scheme to invest in new tangible assets, devices and
technologies enabling companies’ digital transformation, 52% decided to use the
140% Super-Depreciation to invest in capital goods, 29% decided to use the new Tax
Credit for Research and Development. Almost 25% of all Italian companies will use
some of the incentives of the “Industria 4.0” National plan, investing more than € 1
million in average (13% of the statistical champion confirm their willingness to invest
more than € 3 million).
Always according to the Milan Polytechnic Observatory, in Italy the market size for
Industry 4.0 solutions (IT, enabling technologies, services) has a net value of €1.7
billion (84% related to the domestic market and 16% export-oriented, with a +25%
annual increase with respect to 2015), plus a € 300 million indirect spillover effect
related to traditional digital innovation projects. Most of the digital solutions which
have been so far adopted included Internet of Things and Industrial Analytics, with
an average of 3,4 industrial applications being adopted by each company. The three
main areas of digital solutions include Smart Lifecycle (Additive Manufacturing, IoT,
and Cloud), Smart Supply Chain (32% Industrial Analytics; 15% Industrial IoT) and
Smart Factory (38% IoT; 33% Industrial Analytics; 26% Advanced Automation; 27%
Advanced HMI).
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2.

The Italian Design Industry

The design Industry is one of the most representative hallmarks of “made in Italy”
and of “made by Italy”, where Italian companies have a leadership role in Europe,
on three key figures: industry’s size (29.000 companies, second place after France);
turnover (4.4 billion a year, second place after the UK, 0,3% of Italian GDP, and
0,15% of total turnover, twice the EU average); added value (1.9 billion euro,
second place after the UK, and a +11.9% increase in the years 2013-2014).

In Europe, one designer out of five (17.4%, 47,274 employees) is Italian: the 47,274
Italian designers produce, with an added value per employee and a yearly increase
of + 7.8% in the last three years.

10,000 of Registered Community Designs in the EU are originated by Italian Design
professionals, (+1,700 registered designs in the last three years), and leadership
positions in jewelry (27% of registered designs), textiles (19.2%), food (18.2%) and
logos/decorations (19.8%).
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3.

Italian Agro-Food and Foodtech Industries

Agrofood is the second largest pillar of the Italian economy (after industrial
machinery), with 130 billion annual turnover, 54,000 companies, 917,800 employees
and an added value of € 31.6 billion.
Italian agro-food industry has the highest added value share (16%) among EU
Countries: with € 31.6 billion added value, Italy scores better than France (29,4),
Spain (26) and Germany (18).
Italy is the global leader in top culinary experience and food excellence and is also a
leader in the manufacturing of consumer and industrial food production and
processing equipment.

Italy is the European leader in organic farming: out of 327,000 organic food
businesses in the EU, 60,000 are Italian (16% of the total added value by the
European industry), across a surface of 1.5 million hectares. For organic foodprocessing industries 25% of European companies are Italian.
Italian agriculture is highly multifunctional: the ratio of multifunctional activities
(e.g. tourism or renewable energy production) on total value of production
increased from 13,8% in year 2000 to 22,3% in year 2016, with an annual turnover
of € 4,9 billion (first place in Europe). Over 22,000 agritourist facilities are scattered
across the country (+45% in 10 years)
Italian agriculture features one of the most innovation-driven agrotech industries
globally. Italy is also undergoing a deep transformation with vast consumer and
business markets ripe for disruption.
With its great culinary culture and its excellent products, Italy is the perfect location
to validate and accelerate any FoodTech disrupting company (e.g. Future Food
Institute in Bologna, Nana Bianca in Florence, StartUpBootCamp in Rome).
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4.

The Italian Fintech Industry

The Italian Government is actively taking up the Fintech (i.e. financial technology)
challenge, fostering dialogue with market operators and regulators, while promoting
a comprehensive package to support investment and startups’ development.
From a policy perspective, Fintech requires fine-tuning and updating of the existing
rules to ensure that regulations do not hinder developments, that there is a level
playing field for incumbents and newcomers, and that the rights and confidentiality
of consumers are adequately protected.
The Italian Ministry of Economy and Finance has launched a task-force on Fintech to
these ends, together with regulators, financial market operators and startups. The
purpose of the task force is to have a platform to discuss these issues, provide input
on measures to be taken and analyse the effects of measures already in place.
A number of measures in place support and foster growth of startups. Founders also
have access to more flexible labour market laws, with Italy moving ahead on Fintech
to 36-months temporary contracts applicable for the whole of the startup life cycle
(up to 4 years). They can introduce performance-related pay and remunerate
employees and external consultants with stock options and work for equity,
respectively, with a privileged tax treatment for stock options. Moreover, they get a
35% tax credit for hiring qualified workers with open-ended contracts.
The Government is also supporting equity investments into companies. There is a
robust 30% tax incentive on investment amounting up to €1.8 mn in startups’ share
capital. The Budget Law 2017 has also introduced a new type of visa to encourage
foreign investors willing to engage in capital investment.
The funding landscape has also been broadened. Companies can raise capital in
exchange for shares through equity crowdfunding portals. They can also obtain
streamlined and free-of-charge access up-to-80% public guarantees on bank loans
up to €2.5 million. Firms can be the investment target of the recently introduced
individual long-term saving plans (Piani Individuali di Risparmio or PIR), which are
expected to collect around €10 billion in the first year of operation, vastly exceeding
the initial estimated target of €1.8 billion.
The private sector is also proactively supporting Fintech. The Fintech District was
inaugurated on September 26th in Milan and has already attracted 30 national and
international Fintech companies and 7 corporates within its network. The premises,
owned by Banca Sella, provide a space where the Fintech community can meet,
work, discuss and grow. The sector in Italy now counts on over 100 companies and is
expected to significantly expand in the coming years. Fintech District is an open
ecosystem that wants to represent the Italian Fintech community, and to support
the growth of the financial ecosystem of the future. Fintech District aggregates
leading Italian operators and leading technology, media and capital partners for the
development of the industry, by promoting collaboration, competition, service
interoperability and open innovation.
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5.

Italian Cultural and Creative Industries

Italian products are considered to be examples of high quality that is not just
“innate” but also “perceived”, thanks to their design, the strength of their label, and
their capacity to communicate a collective identity. “Made in Italy” has thus
generated “metaproducts”, demanded not only for their merely functional and
tangible characteristics, but also for their capacity to convey an “Italian Way of Life”.
The Cultural and Creative Industries’ ecosystem (cultural industries, creative
industries, cultural heritage, performing and visual arts, creative-driven productions)
has therefore a multiplier effect across the Italian manufacturing as a whole, even
more so as the digital economy is integrating supply chains across sectors.
In 2016, 443.000 companies belonged to the Italian cultural and creative industries,
contributing for € 89.9 billion to the Italian national wealth (6% of the total, + 1.8%
with respect to 2015), and generating 1.5 million jobs (6% of the total, + 1.5%).

Cultural and creative industries have an important spillover effect on the rest of the
economy, with a 1.8% multiplier effect: each euro generates 1.8 additional euros in
other industries, such as tourism (37.9 of its revenues are activated by culture) and
agro-food. The € 90 billion set in motion by cultural creative industries thus
generate additional € 160 billion for the Italian national wealth.
Companies that have invested in creativity are more innovative: 63.5% of “creative”
companies have introduced product innovations compared to 22.2% from “noncreative” sectors. And they are more international 48.1% of them are active in the
international markets.
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6.

The Italian Life Sciences Industry

The Italian pharmaceutical industry has experienced considerable growth in the last
decade, due to several investments from foreign multinational attracted by Italian
manufacturing sites, research centers and specialized personnel at competitive
rates. Italy is thus strategically placed for becoming a major pharmaceutical hub. In
fact, after Germany, it is already the second largest EU pharmaceutical producer in
terms of values.

Italy’s ranking in the export of pharma products moved up from 53rd place in 1991 to
4th place in 2014. Internationally, Italy had the highest increase in pharmaceutical
exports: between 2010 and 2014, its world market share increased from 4.5 to
6.5%. In 2014, the Italian pharma industry generated 63,000 jobs (220,000
considering the whole supply chain), 9.6% of the total EU workforce. Multinationals
provide 51% of jobs, 60% of turnover and 77% of exports.
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R&D investments in the Italian pharma industry represent around 10% of overall
industry investments. Over the past two years, R&D investments increased by 15%,
with an upward spike of patent requests (+54%). Out of a total 1.4 billion invested in
2015, companies devoted 700 million to clinical trials, making the pharma industry
the sector impacting national R&D the most.
Italy’s share of pharma biotech is increasing steadily, through biotech-focused SMEs
as well as through pharma companies which focus also in biotech. The Italian 200
biotech companies employ 7,000 workers in research, up to 7% of total R&D jobs in
Italy.

26 German -Italian Innovation Conference

THE BROADER PICTURE: ITALY’S EXPORT PERFORMANCE
In the last six years Italian exports grew at robust pace. They are well above precrisis levels: +5,6% in 2016 compared to 2007, while final domestic demand is still
9,0% below. Exports will be the most dynamic GDP component in 2017-2018, taking
full advantage of the good global trade momentum. In 2018 exports will be 15,0%
higher than pre-crisis levels (-6,6% final domestic demand).
Italian Exports increased from 26,3% of GDP in 2011 to 30,7% in 2016; they will be
equal to 32,5% of GDP in 2018. Italian export growth is still lower than German one.
However, the gap decreased markedly: from 3,6 percentage points a year in 20002010 to 0,5 points in the last five years.
Italy's manufacturing sector is integrating digital technology and services within
global supply chains, through the application of Industry 4.0 principles. The
country's manufacturing identity is changing: the traditional strength of the four Fs
(food, fashion, furniture, and “Ferrari”) is now flanked by the strong performance of
other sectors: robotics, mechatronics, biopharmaceuticals and aerospace.

Unit value dynamics (net of changes in producer prices) reflects variation in
exported goods’ both quality and composition. Italian gains are partially due to the
increasing share of pharmaceuticals (that display high unit values). However, gains
are widespread across sectors, with strong improvements in both the newly
emerging and the traditional sectors of specialization, like machinery and
equipment, shoes and leather products.
Italian participation to the global value chains has increased more markedly in the
initial production stages (as measured by the Italian value added in foreign
production) than in the final ones (foreign value added embedded in Italian final
goods). Thus, Italian position in the global value chains moved, on average, towards
the initial end (+3,5% from 2000 to 2014), while the German one towards the final
end (-2,0%).
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ITALY’S REFORMS
1.
Labour policies
The government’s labour policy has initially focused on granting fiscal incentives to
workers and businesses. The 2015 Budget Law introduced a €5 billion cut in the
regional tax on productive activities (IRAP) with respect to the cost of labour. The
total cut was € 13.9 billion from 2015 to 2017. Corporate taxpayers that have no
employees and no labour costs can take advantage of a 10% tax credit with respect
to IRAP.

The Jobs Act promotes since March 2015 a wider use of open-ended contracts and
enhances employment benefits for all categories of workers, included the most
vulnerable ones. The Jobs Act also introduces a new form of contract, with benefits
increasing with seniority and provides for clearer and more effective rules for
dismissals, by introducing monetary compensation as the standard with an amount
fixed by law; it also broadens income support schemes, accompanied by measures
to actively involve unemployed workers in their job search, through the national
Agency for active labour market policies.
2.
Fiscal Policies
The Government’s endeavour can be summed up around three pillars: a) Attracting
human capital; b) Reforming corporate taxation to reduce fiscal pressure; c)
Reorganising the tax administration.
The Government has put in place measures to attract human capital to Italy.
 Skilled professionals: 5-year tax exemption on 50% of remuneration for
managers and professionals
 Researchers and teachers: 4-year tax exemption on 90% of remuneration for
professors and researchers
 New residents: 15-year substitute tax of 100k€ on all foreign source income
 Carried interest: clarified conditions to qualify as income from capital
 Investors and Start-uppers: Fast-track visa introduced

28 German -Italian Innovation Conference

A well-defined tax framework is an essential aspect of a sound business
environment, which is able to attract foreign capital. The government has
introduced measures to stabilize the taxation structure for investors.
 Corporate tax rate: down to 24% from 27,5%
 Allowance for corporate equity: Tax credit for capital injections
 R&D tax credit: 50 % tax credit on additional investment in R&D valid until 2020
 Patent box: 50% tax relief on income deriving from the use of intellectual
property, aligned to OECD/G20 standards as from 2021. It allows companies the
possibility to exclude from taxation 50% of income deriving from the commercial
use of intangible assets (copyrights, industrial patents, commercial brands,
software). The Patent Box represents a powerful measure for the attraction of
investment in intangible capital, brands and industrial models.
 Abuse of law: Replaced the unwritten principle with a clear definition with a
number of safeguards
 Civil vs Criminal Liabilities: Clarified distinction between criminal and civil tax
liabilities
The Italian tax administration has been reorganised with an Improved governance
for new investment, both domestic and foreign. As a result of the reform, Italian
businesses expanding internationally and foreign companies that wish to invest in
Italy benefit from simplification of administrative charges. In specific cases, as
established by law, the dialogue is enhanced through preventive agreements, which
bind the parties for the tax period in which the agreement is signed and for the four
subsequent years.
At the request of Italian and foreign investors making new investments of €30
million or more, with significant and long-term repercussions on employment, the
Italian tax authority will supply advice about all of the fiscal repercussions of the
transactions
 Steering and coordination: Task Force chaired by the Minister to coordinate
work of different entities involved
 Reform of Tax Collection Agency: Now a public economic entity chaired by the
Revenue Commissioner (+ program for tax arrears)
 From ex post to ex ante: Cooperative compliance in place / ruling practice
reorganized, with a new ruling on large investments involving a sum of at least
€30 mln, where the Italian Revenue Agency can advise on the application of
taxation regulations regarding business plans for industrial restructuring projects
or investments
 Focus on MAPs: exclusive competence given to the Revenue Agency regarding
elimination of double taxation (and to the Department of Finance regarding
interpretation issues)
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 Preventive agreements and advice on new investments: companies can early
define fiscal treatment applied to investment with the Italian tax agency; they
can also get a consultation on fiscal framework from the Italian tax agency.

3.
Civil justice reforms
The reform of civil justice system aims at improving the working methods of the
judicial system and reducing the time required for court proceedings. The reform
provides for increased productivity of the courts (revision of territorial distribution),
an introduction of online phases of civil proceedings, and incentives for out-of-court
settlements. In addition, attorneys’ fees have been deregulated and there are now
more alternatives for resolving disputes. The government has recently adopted
provisions to accelerate bankruptcy proceedings. Liquidation proceedings and debt
restructuring can now be accomplished more quickly. The procedures for interim
financing of insolvent businesses have been abbreviated, while arrangements with
creditors now include competitive bidding.
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