


First of all let me introduce you to who we are and what we do

Read the slide .....



Let's start analyzing the most important features of Emilia-Romagna’s regional
economy and what has changed over the last few years due to the crisis, and not
only due to it.



Ok, here we are with some general information about our economy and society,
just to draw your attention to some of the above mentioned features of our
economy ad productive structure:

a) For a population of 4.4 millions we have 420 thousands active firms. That is
something likel firm every 10 inhabitants;

b) Take a look at the regional GDP, it's well above our share of the Italian
population;

c) Coherently with what I've just said, the level of GDP per capita (more than
31.600 €, that is 44.000 USD) is well above the national average;

d) As well, you se we have a big share of the value of the Italian export, too.

e) Evenif the crisis is still biting hard, the conditions of the labor market are far
better than the national average with higher PARTICIPATION RATE into the
labor market (for the population aged 15 to 64) and smaller unemployment
rate.

About unemployment, till 2009 and form more than 25 years, the unemployment
rate was 3% — 3,5% in heavy recession 4,5%, so this gives you the
magnitude of what is undergoing in our productive structure.




On this slide you can see the composition of our economy as far as the macro-
sectors are concerned.

The picture you can have from it is of economy different from the ones of many
other European countries: the weight of industry, of manufacturing, is still high:
we are still big manufacturer and big exporter of goods.

The weight of manufacturing is 30% but, due to the crisis, it's fast decreasing. It
was 34% in 2009. The exact opposite can be said about the service sector, while
the agriculture is stable in term of relative weight.

Quite probably, a part of this change in the weight and role of manufacturing in
the region, and Italy as a whole, will be a permanent one as a consequence of
the crisis.

This change is the first prominent fact I'd like to underline to you.




If you take the GDP per capita curve during the years from 1975 to today for Emilia-
Romagna, you have a curve that looks like the one of the turnover of the mobile phones,
the pace of growth is slower and slower during the more recent years, even before the
world crisis. You know that the mobile phone was, then, substituted by smart-phones.

So we asked ourselves, as Daffy Duck on this slide, if that can be true for our paradigm
for growth and social cohesion. Are we leaving an old paradigm for a new one? Like
leaving mobile phones for smart phones?

So what is, or has been for decades, our paradigm of growth? Let's answer to this
guestion




So what is, or has been for decades, our paradigm of growth?

All of you surely know about business clusters. Let me underline only the feature
relevant for us here today

Read the slide: .....



Read the slide:



The evolution of the critical factor of success has shaped the clusters during the decades:

During the 70s and 80s the importance of customization of products have changed the attitude
toward small sized enterprises. Before they were considered a legacy of the past. Then they
become the key element that introduced flexibility in manufacturing.

During the 80s and 90s some of these small companies has arisen from the mass. Exploiting
the importance of knowledge in terms of technological innovation and internationalization, they
acquired a prominent role in the cluster becoming the backbone of the system.

These prominent companies have become what we call pocket multinationals: these are SMEs
for international standards (let’'s say from 50 to 1.000 employees) that are world class leader in
their specific niche of production, generally in good commercial connection with proper
multinationals (car industry in an example).

They are the backbone of our economy: These companies have strong connection with a local
network of sub-contracting small enterprises. This used to be our key to a good level of
development and social cohesion because subcontracting were spreading wealth across
society. | say used to be because this model is now facing new challenges due to globalization
and the world crisis.




The link I've just described was part of a VIRTUOUS CIRCLE that was linking businesses with

each other and with the society:

Driver companies, international leader of their specific niche, were strictly connected with
small local companies by subcontracting. This success story has benefited the great majority
of the population and the regional government, that, thanks to the fiscal gains have been used
to provide good service (like health and education) and all the kind of material and immaterial
infrastructure to enhance competitiveness.

This virtuous circle has WEAKENED over the last years because leader companies are
looking for competitive advantage worldwide and not only among their local suppliers. They
can’'t do otherwise: they need to remain competitive world wide. The now undergoing world
wide crisis is stressing even more the situation.

You can find evidence of the weakening of this virtuous circle on the first graph of this slide.
There we have measured the speed of growth of the GDP and compared it with the speed of
growth of material wellbeing of the population in our region and in the nine provinces that are,
now, part of it.

To measure the material wellbeing we have used a composite index to take into account
every data about material wellbeing of the population (from the expenditure on leisure, to car
ownership. From disposable income, to tax revenues).

We found out that, even before the beginning of the crisis, and even if the GDP in those years
was already growing very slowly, the GDP was growing almost 4 times as faster than the
material wellbeing of the population.

The weakening this virtuous circle is the second fact I'd like to underline for you.
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Evidence of the fact that the virtuous circle in weakening can be derived also
from the relationship between the wellbeing of the population measured by the
use of numbers and statistics and the wellbeing perceived by the population, self
reported by them:

The perceived wellbeing was measured by a self assessing questionnaire
delivered to a representative sample of the population.

The measured one, as already said, was attained as a composite index of all the
available data.

Emilia-Romagna is, on average, the region with the highest level of material
objective wellbeing but is also the one in which the distance between the
measured wellbeing and the one perceived is the highest — with the letter just a
little higher than the national average.
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So, this phenomena (the weakening on the virtuous circle) has changed the shape of our economic

structure. The differences in term of outcome has widened much from company to company within the

same sector and the same size-range of companies.

We have analyzed the outcomes of regional firms in terms of employment and turnover during the

horrible years of the crisis (nowadays the 2012 data are still not completely available so we will check

the situation again soon) and we found out that:

a) 35% of the firms, that we called resilient firms, have been able to get better outcomes even when
the crisis was biting so hard;

b) Some 7%, the interventionists, have improved turnover but decreased employment;

c) Almost a quarter of our businesses have reduced both employment and turnover, we called them
fragile, vulnerable firms;

d) Then, another 35% have decreased their turnover but increased the employment, we called them
“firms at wait”.

In general, the driver companies, the pocket multinationals | told you about on the previous slide, are
resilient companies.

| think that this situation is coherent with the last IME article 4 consultation about Italy, when they
analyze the Italian competitive puzzle: low productivity growth but relative success in international
market for Italian products:

—>There is a divide in productivity from resilient companies that compete worldwide and the other
companies that are loosing the connections with international markets.

- So, the average that we use for international comparisons for productivity is more and more
meaningless.

->The growing difference between resilient companies and “the other ones” is the third fact | want to
underline for you
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Ok, and which are the most important features of these resilient firms?

Read the slide: ......
You see, | don't have said a thing about:

» Sector of activity,
« Size of the companies.

That's because, according to our surveys all these features are statistically not
able to predict the outcomes of the firms in term of turn-over, employment or
profit.

OK, this is what has changed with our regional economic structure.
Summarizing:

a) The weight of manufacturing, of industry and service sector;

b) The weakening of this virtuous circle;

c) The increasing differences in terms of employment and economic outcomes
from resilient companies and the rest of the firms.
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All this features about regional (and Italian) resilient companies have been found analyzing
all kinds of available sources of data:

a) Data collected at national or regional level for various reasons:
* Dbusiness reqister taken by the chambers of commerce - compulsory registration
to get the limited liability for the business,
« external trade from the Italian statistical board — originated for vat exception
reasons of export (and vat payment for import),
» Social security contribution information for every employee,
» Balance sheets for joint stock companies.

b) Data collected at international level:
» Like import-export data for all countries of the whole world for 5.000 products;
+ Balance sheets for overseas firms;
e Share-holding about firms from all over the world,
e Country reports,

c) Data collected from sample analysis carried out on reqular basis, about:
e credit supply conditions for firms;
e innovation and ICT habit of firms;
¢ Internationalization habits of the firms.

All these date have been analyzed with the techniques for big-date to get useful indicators in
order to, | wrote on the slide ,“identify the distinctive competences for the territory”,
translated that means:

a) Drop the identikit, or the profile for resilient firms - that is what we have already did
before;

b) And help policy makers and companies to better design political and business strategies.
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If the virtuous circle is weakening and the difference between resilient firms and
“the other” firms is widening, what can we do? And what are we, at the Center for
economic research of the regional association of the chamber of commerce of
Emilia-Romagna.

| will tell you about both of these two subjects together
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Now, let me talk about what can we do. What can we do to get out of the tunnel.

| say the tunnel because we have had the longest and deepest recession from
1929 and, maybe, this crisis is going to be even deeper and longer, unfortunately

Sure, most the more relevant decision are not for us to take. They are not under
the responsibility of Rome or Brussels. Notwithstanding that, there is still
something we are responsible for, in the most etymological sense of the ability to
give response .

We have some deep strong beliefs about what to do.
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The first strong and deep belief is that we have to start from our distinctive
capabilities. The distinctive capabilities are the distinctive features of our
economy that fit more the nowadays international environment.

So which are our distinctive capabilities??

| will tell you later on about them but | can tell you right now that these features
are:

-Internationalization;
-The new welfare, or second welfare;
-Tourism

All there 3 are our regional distinctive features and they fit the new mega-trends
of international economy
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The second one is that we have to start from numbers and figures to fix the
problems because we desperately need to be sure that we are doing the right
things.

Indeed, the first thing you should do when you don’t feel good is to understand
what's going wrong. This is true for every aspect of life. In economic affairs this
mean to have the right figures about phenomena that make you feel not good.

The second thing to do is to (try to) fix what's not good for you. In economic life
this mean having the right figures to enable policy makers, companies and
business associations to plan good policies.

All this can be better done with the use of big data.

Read the slide.....

Later on we will see what we, at the Centre for Economic Research of Emilia-
Romagna, are doing about this.

You got just a little example of the use of big data in the profiling of resilient
companies we have carried out previously.
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We think that this two strong beliefs can be applied into three important fields:

e|[nternationalization;
*Tourism;
*And the new welfare, or second welfare.

For sure, export and internationalization are one of our regional distinctive
competences. Let’s explore it.
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This slide is just to say that the “outside world” is still growing and that we should take advantage
from it, and some of us is already doing so.

On the first graph you see that while the Italian economy has shrank during 2013 and is expected
to grow only 0,7% in 2014, the world went on growing during 2013 and is expected to grow faster

in 2014. Even is China is expected to grow slower than before, the growth is expected to be over

7% for 2014.

The second graph is even more interesting: it compares the historical development of national
and international turnover for Emilia-Romagnan companies. This graph is obtained using our
conjunctural periodical survey. You can see yourself that, if we assign a value of 100% to the
level of national and international turnover in 2002, this 100% has always been increasing for the
international turnover part (the blue line) and always been decreasing for the national turnover
(the read line). In 2013 the 100% of the national turnover became 72% while the international one
increased to 115%. This means 43 percentual point of difference!!

This astonishing difference exemplifies very good the advantage that can be attained but a
company operating in international markets instead of relaying on national markets.

What can we do to help firms to internationalize?

One of the main promotional activity of the Chambers in for internationalization. Right now, the
Temporary Export Manager project is undergoing ..... And is just one of many.

We, at the Centre for Economic Research at the Unioncamere ER, are trying to provide
companies and stake holder with the beat economic information that is available.
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We already seen this slide about the various sources of data. | already told you we have
combined them together to get economic information out of data.
All these date have been analyzed with the techniques for big-date to get useful indicators.

We already have seen an example of use of bog data to drop the identikit, or the profile if you
prefer the criminal-mind series point of view, for resilient firms

We can use them to help policy makers and companies to better design
political and businesses strategies.
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Here we have a couple of example of what you can get:

In order to better design an export policy we can compare the regional or national business
structure and export performances: this is a case of one of our provinces, Reggio Emilia:

1) we have business sectors in which we have strong business structure (number of active
firms, balance-sheets outcomes) and strong export performance. For this sectors what is
needed is to look after the international perspectives to check if the world demand expected
is growing or reducing, and the like;

2) You have business sectors for which you have weak export but strong business structure, so
you can ask yourself why. Maybe their products are not suitable for export, or, maybe, there
is international market for them that the territory is not jet exploiting due to various reasons
that are needed to be explored,;

3) And you have sectors in which you have few firms but very export oriented. The policy
makers, can ask themselves if these firms can be the beginners, the drivers, of new
subcontracting productive chains than need to be, somehow, supported

The possible policies | told you about were just the easiest examples that came to my mind right
now, of course.
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We can help policy makers with the kind of analysis we have exemplified in the
previous slide, but we can also go deep in detail for a single product analyzing
the international market situation (this could be useful not only for policy makers
but for business association and for single companies as well):

Read the slide .....

You can see that there is a big assumption underlining this analysis: the Italian
dependence from international development to get out of crisis.
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On the previous slide we have already carried out the analysis of the first three
points.

To help our stake holders (policy makers, business associations and companies)
to better design their strategies and policies we can also provide them with
detailed country reports and commercial information
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And we can also help them mapping the competitive situation:

a) Provide them with list of International and Italian firms operating in the specified
sector with balance sheet indicators;

b) Or, and these are only examples, provide them with comparison with firms of
the same size operating in the sectors;

As already said before, the Chambers have many activities in the field of
internationalization of companies. Here we are talking only about economic
information.
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As well, we can provide the company or the business association with information
about distributors and their trustworthiness by the use of economic and financial
indicators.

Ok so getting positive outcome from internationalization is, at list in part, our
response-ability. The ingredients of the receipt are:

a) Good economic information;

b) The ability of decision making by policy makers, business associations and
single companies

Our aim, at the Centre for economic research of Unioncamere ER, is to provide
good economic information
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Let's talk about tourism
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Here we have some world tourism organization’s and Bank of Italy’s data

As far as tourism is concerned, we have a lot of potential capital (underlined on
the left side of the slide)

That is not JET exploited properly to get prosperity from (ad underlined on the
right side of the slide)
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Even in a Region like Emilia-Romagna that guests millions of tourists every year,
tourism is undervalued, nowadays.

If we compare the added-value produced by the different value-chains that make
our economy, we find out that:

a) Tourism is the one that has faced best the years of the big crisis, as you can
see on the upper part of this slide;

b) Tourism is, already, worth one in ten euros of regional added value. 2 every
ten in Rimini and even 1 in 8 in a industrial and service prone province as Parma
is.
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Also in term of tourism, the outside world is growing fast and may provide Italy
with opportunities.

Read the slide .....
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We can apply to tourism the same techniques we used talking about
internationalization.

On this slide you see some different touristic products. We have identified
different kind of markets for each of them
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So, to exploit all the heritage that we have as far as tourism is concerned we
need the territorial system, thus the policy makers, to be like a “director of
experience”:

Read the slide....

And this is more and more clear if you try to explain the success in tourism of
certain destinations that have a little to offer from the natural, artistic and
historical heritage point of view like Singapore or, even more, Dubai

Also in tourism getting positive outcomes is, at list in part, or response-ability. The
ingredients of the receipt are, again:

a) Good economic information;

a) The ability of decision taking and making by policy makers, business
associations and single companies

Again we, at the Center for Economic research, are trying to provide good
economic information
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Let’s now talk about the third of our distinctive feature of our economy and
society, the new welfare or second welfare.
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These are few figures about the non-profit sector in Emilia-Romagna.

These are official data from the Census (I have been the person in charge for the
organization at the regional level of Census operations that had been delegated
from Istat, the Official Italian statistical board, yo the Chambers of commerce).

You can see that the non profit sector has more employees than Food and
beverage, fashion and ceramic tails (we have the biggest ceramic tails industrial
district world-wide) and just half of mechanics (our biggest private sector
employer).

So we can surely say that this is a distinctive feature of our economy and society
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And the employees and firms operating in this sector are increasing.

This slide and on the next show the change in the number of active businesses
and employees for the different sectors of our economy from June 2010 to June
2013.

This slide is about the for profit sector. You can see that:

» the overall situation is negative;

» the manufacturing, construction and agriculture sectors have negative outcomes
from both points of view;

* the service sectors (private service and service for companies) are doing better
on both sides.

35



On this slide | added to the previous page’s graph the non for profit sector.
You can notice that:

* the overall situation is positive in term of both employees and active
companies;

 every single kind of company operating in non for profit sector has positive
outcome.

Taking into account what we said up to now about the non for profit sector in our
region, we surely can say that this kind of organizations have en enormous
weight in our economy and society in term of quantitative parameters (number of
companies and employees) and that this weight went on growing during the years
of crisis.
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The extreme relevance of non for profit sector can also be demonstrated
exploring the relationship between social capital (in strict connection with the non
for profit sector) and economic development

On this slide you can see this relationship. We have measured economic
development by the use of a composite index that combine economic data (GDP
capita, disposable income, and the like) and economic wellbeing indicators
(expenditure for culture, leisure and the like). We have measured social capital
combining every statistics we have about like blood donation ratios, polling
turnouts.

Thus, you can see yourself that the relationship between social capital and
economic development for Italian provinces (in orange the nine provinces of our
region) exists and is strong - so investing in social capital is investing non only
in social wellbeing but also in economic wellbeing.

In the field of non for profit we can:
* provide good economic information

* but also many other activities in which the Chambers, with many other partners,
are playing a big role.
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Here we have the most important developments that the “second welfare” in
undergoing nowadays. In many ways the Chambers are involved.

Read the slide ...

By the use of these means, we can reach a many goals:

1) On one side, we can increase the level of wellbeing of the population
providing goods and services (child care, care for elderly and the like);

2) All these goods and services can severely increase their productivity liberate
time and energy for paid work (women);

3) By a modern use of insurance we can also increase the level of confidence in
the society, thus, helping people to increase the level of consumption - very
important to get out of a crisis that is due to lack of Demand.

4) Activate private savings by the use of social impact bonds.
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