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CH.2 - TOOLS FOR A SUSTAINABLE DEVELOPMENT MODEL: ECONOM-
!r%éAI\CIEQIITIES AND EMPLOYMENT FROM ECONOMIC SITUATION TO

Analysis of the characteristics and economic aspects of the economic components is an important tool for
achieving a balance between economic prosperity and social welfare. The number of companies active in
Veneto in 2018 is slightly lower than in the previous year (-0.3%); the balance of the regional production
system has seen many service sectors grow while the main and more traditional production sectors have con-
tracted slightly. The road to a sustainable future is one of innovative production. and the propensity for inno-
vation can only converge with investment in Research and Development (R&D). In Veneto, total expenditure
on R&D by the institutional sectors is close to €2 billion and its share of regional GDP is 0.3%. The number of
innovative start-ups is also on the rise; at the end of 2018 there were about 860, one for every 3.2 new joint
stock companies in the region. Large-scale retailers in Veneto are expanding, increasing sales volumes, just
as e-commerce continues its upward trend; in the meantime, the decline in traditional shops is intensifying.
There is also a decrease in agricultural enterprises (-0.7%), including the agri-food sector (-0.2%) and those
employed in agriculture (-6.7%), although the total value of gross agricultural production in Veneto, at €6.4
billion, is up from the previous year.

Despite the slowdown in world trade, Veneto exports reach record levels. In 2018, Veneto’s exports reach
€63.3 billion and record a growth rate (+2.8% on an annual basis) almost in line with the national average.
The high propensity to export, which accounts for 38.1% of regional wealth, makes Veneto one of the ltalian
regions most open to international markets.

In the ten years since the beginning of the crisis, the labour market has been completely transformed. The
economic situation in Veneto is recovering. Employment in recent years has increased, so much so that in
2018 it recorded a rate of 66.6%, even higher than that of 2008. However, this growth concerns only subordi-
nate employees (as opposed to management, for example), and is mostly found among temporary workers.

Le componenti economiche del sistema Veneto

Esportazioni Crescono gli
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THE TOOLS FOR A SUSTAINABLE DEVELOPMENT MODEL:
ECONOMIC ACTIVITIES AND EMPLOYMENT
FROM ECONOMIC SITUATION TO TRENDS

This chapter describes the main features and so-
cio-economic aspects of the economic components
that are a tool for achieving abalance between eco-
nomic prosperity and social welfare: entrepreneurial
activities, domestic and foreign trade and the labour
market.

Alongside the routine analyses of the past year,
some information is available in line with that pre-
sented at national level in the National Sustainable
Development Strategy' , which identifies, among
other things, the promotion of research and inno-
vation and the establishment of sustainable produc-
tion and consumption models as the challenges on
which to focus economic, social and technological
progress. More in-depth insights into human capital
and balancing the labour market will be presented
in Chapter 5 of this report.

Ensuring the prosperity of the region means laying
the foundations for the creation of a new circular
economic model that ensures the full development
of human potential and a more efficient and respon-
sible use of resources. It is therefore necessary to
identify a path of development that minimizes neg-
ative impacts on the environment, that encourages
the closure of the material cycles of production and
consumption and, more generally, promotes the
rationalisation of the use of resources and the en-
hancement of human capital.

2.1 Enterprise today: context,
trends and new opportunities for
innovation and responsible produc-
tion

The Economic Performance of Italian and

Veneto Companies

2018 closed with a period of stagnation for Italian
companies, with an increase of not even 600 active
companies on the previous year, with an annual
percentage change very close to zero. The balance
between new business registrations and closures
during the year is favourable, thanks to a slight slow-
down in both of these components. As at 31Decem-
ber, almost 6,100,000 companies were registered
with the Iltalian Chambers of Commerce, of which
5,150,743 are active.

The growth in the number of active companies in
the year just ended is particularly concentrated in

" National Strategy for Sustainable Development. Ministry of the
Environment and the Protection of Land and Sea October 2017.
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the regions of Central and Southern ltaly; Lazio
and Campania have the highest annual percentage
increase in active companies (+1.1% and +0.8%
respectively), while Marche, Piemonte and Valle
d'Aosta are the regions with the most significant
percentage decreases (respectively -1.2%, -0.8%
and -0.8%).

At the end of 2018, Italy saw its lowest number of

closures since
Bankruptcies: the dedine | 2005: this im-
continues at a marked pace | provement is

driven by a sharp
drop in non-bankruptcy proceedings (-19.7%), while
voluntary liquidations remained in line with the previ-
ous year. The number of bankruptcies also continues
to decrease (-7%), falling for the fourth consecutive
year. However, improvement is dampened in some
sectors (industry, construction).

The rate of bankruptcies in Veneto continued to show
signs of significant improvement for the regional pro-
ductive fabric; business bankruptcies fall by 13% in
2018 compared to the previous year.

As at 31 December 2018, there are 432,970 active

companies in
The strongmomentum from | Veneto's manu-
the tertiary sector continues ) facturing indus-

try, representing
8.4% of the ltalian entrepreneurial population.

In the year just ended, the Veneto business-start-up
rate remains stable, with 6.1 companies created for
every 100 already active, while there was a slight
increase in business closures, at 6.5 for every 100
remaining active. The business balance is negative,
at -0.4%.

The number of active companies in Veneto is slight-
ly down on the previous year (-0.3%); the balance
sees an increase in many tertiary sectors and a slight
decrease in the main and more traditional pro-
duction sectors. The most significant increases are
seen in business services (+2.9%), financial services
(+2.0%) and social and personal services (+1.7%),
while there is a slight decrease in the manufacturing
industry (-1.1%), construction (-1.4%), trade (-1.4%)
and agriculture (-0.7%), trends that fall under the
long-term sectoral re-composition of the Veneto
production system.

Within the manufacturing industry, the sectors most
in difficulty in 2018 are the wood and furniture-mak-
ing industry (-3% compared to 2017), the chemical,
rubber and plastic industry (-2%), the fashion sector
(-1.8%) and mechanics (-1.7%). The metallurgy and
food industries ended the year with values close to
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those of the previous year (respectively -0.1% and
-0.2%), while the jewellery, sports goods and medi-
cal equipment industry, which includes the produc-
tion of eyewear, is the only manufacturing sector
that grew in the year just ended (+1.1%).

The slow but constant restructuring of the legal
forms of enterprise continues: sole proprietorships,
which, although decreasing by 1.3% per year, still
exceed 56% of total Veneto companies, make way
for joint stock companies, which in the last year
grew by 3.9%, reaching 22.1% of the total com-
panies. Partnerships are also in decline (-2%). The
number of joint stock companies grows in all sec-
tors, reaching the highest values in manufacturing

and business services, where it exceeds 38%, and in
real estate, where it accounts for more than 47% of
total businesses.

Verona is the only province in the Veneto region
that recorded a positive trend in the last 12 months
(+0.1%). The other most significant provinces in
terms of market share end the year largely in line
with the regional trend: Padua (-0.3%), Treviso
(-0.2%), Vicenza (-0.3%), Venice (-0.4%). Rovigo and
Belluno record slightly negative business trends.

province of Veneto - 2018
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5l B7A ¥4 - Veneto businesses in 2018
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The  entrepre-
neurial craft mar-
ket also contin-
ues to shrink in
2018; at the end
of the year there were 126,741 craft businesses in
Veneto, constituting 29.3% of total regional busi-
nesses, down by 1.4% compared to the previous
year. The main two sectors for regional craft entre-
preneurship, manufacturing and construction, which
together account for more than 60% of business,
are both in decline (-2.2% and -1.9% respectively
compared to the previous year). The craft business-
es in commerce (-1%), logistics (-2.5%) and hospi-
tality and catering (-1.2%) also decreased, while the
sectors with a positive trend are business services
(+3.1%), ICT (+1.7%) and professional, scientific
and technical services (+1.4%). The restructuring
of the craft system under way, which sees sectors
in difficulty making way for "new" sectors in the
craft sphere, is evidence of the new opportunities
that can arise from a balance between craftsman-
ship and technology. The aim is to combine crafts-
manship with a managerial and marketing-oriented

Craft businesses
struggling: it is impor-
tant to seize new
opportunities
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culture, in an era of migration to digital technology,
which will give access to high quality, custom craft
products and services that, strong and appealing,
can then compete with goods produced on a large
scale.

Businesses  run
by women? end
the year with a
slight increase:
as at 31 December 2018, there are 88,322 active
businesses run by women in Veneto, up by 0.2%
compared to the end of 2017. Sole proprietorships
(67.6% of the total number of women's companies)
remain the predominant legal form, although num-
bers have fallen slightly (-0.6% per year), as have
partnerships (-1.8%). On the other hand, joint stock

Women-owned busi-
nesses close 2018
stable, youth-owned
businesses struggling

2 "Women-owned businesses" are businesses in which women
hold the majority share. The degree of gender participation is
determined by the legal status of the business, any share capi-
tal held by each female partner and by the proportion of women
among the company directors, owners or partners. In general,
businesses are considered to be women-owned if the overall fe-
male participation is more than 50%, averaging the composition
of shareholdings and administrative positions held by women.
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companies continue to grow, in line with the trend
of the entire regional production system (+5.4%).
The two largest sectors of female-dominated entre-
preneurship, trade and agriculture, which together
account for more than 42% of business, both fell by
1.4% compared to the previous year. Some sectors
with the highest rates of feminisation continue to
grow these are sectors still linked to a traditionally
strong female element, such as family services and
other personal services (+1.1%), health and social
care (+2.2%) and education (+6.6%).

However, even other sectors that do not have a
strong female element are seeing growth, confirm-
ing a slow but steady sectoral restructuring of female
entrepreneurship: logistics and professional, scientif-
ic and technical sectors grow by 4.3%, while financial
services, ICT and business services grow by 3.3% per
year.

Over the course of 2018, the number of young® en-
trepreneurs continues to fall (-2.9%); the two lead-
ing economic sectors in terms of share, trade and
construction, suffered the sharpest fall (-5.9% and
-9.5% respectively per year). Manufacturing also de-
creased (-5%) along with three sectors with a strong
presence of young entrepreneurs: hospitality and
catering, financial services and personal services
(-2%, -3.3% and -1.9% respectively). Also in 2018,
there is a trend reversal in agricultural enterprises
(+5.3% per year), thanks in part to policies that fa-
cilitate the employment of young people in agricul-
ture.

Responsible Innovation and Production:

the Pillars of Success

The way to a sustainable future is through innova-
tive and responsible production.

Istat recently presented some experimental statis-
tics* at a scientific conference on lItalian businesses
and sustainable development, estimating that one
third of Italian manufacturing companies adopt be-
haviour that expresses a medium-high level of sus-

3 “Youth-owned businesses” are businesses predominantly con-
trolled and owned by people under the age of 35. The degree
of youth participation is determined by the legal status of the
business, any share capital held by each partner and by the pro-
portion of young people among the company directors, owners
or partners. In general, companies are considered to be youth-
owned if the overall participation of young people is more than
50%, averaging the composition of shareholdings and adminis-
trative positions held by young people.

4 Riccardini F., De Santis S., Di Paulo G., Spinelli V. Tersigni, S.,
Presentation of the Results of Research and Some Experimental
Indicators, Rome, 23 October 2018.

tainability, mainly with the aim of improving corpo-
rate image, reducing costs and searching for new
gaps in the market. An overview of responsible
production and progress towards sustainability will
be addressed in Chapter 3, where the objectives of
Agenda 2030 for sustainable development and re-
lated indicators are covered in more detail.

Istat's experimental data also show that, compared
to units with zero sustainability, the estimated dif-
ferentials of productivity are +7.9% for medium-sus-
tainability companies and +10.2% for high-sustain-
ability businesses.

The data thus confirm how sustainability is a strong
competitiveness factor for businesses.

It appears, in fact, that almost three out of four
ltalians are willing to pay more for the purchase of
products deemed sustainable, especially if they in-
volve food consumption®. Italians see the following
as essential aspects of sustainable production: the
effort to reduce emissions and environmental im-
pact in general, the adoption of an ethical code of
conduct, the use of research, development and in-
novation, care to safeguard the conditions of work-
ers and keeping production on national soil. In this
regard, we are beginning to monitor the processes
of production relocation (re-shoring)é, a phenome-
non that is also encouraged by the fact that indus-
trial automation linked to Industry 4.0 policies could
reverse the situation and encourage the return of
production to the parent company.

Firms wishing to remain highly competitive in nation-
al and international markets must therefore focus in-
creasingly on innovation.

In is estimated that, in the period 2014-2016, 52.5%
of Veneto industry and service enterprises with at
least 10 employees introduced innovations, display-
ing a greater pro-
pensity towards
innovative than
the national aver-
age (48.7%). Among these, the businesses that have
introduced product or process innovations have in-
vested a total of €3.4 billion in innovation. The av-
erage expenditure per employee in Veneto, €7,400,
has risen sharply compared to 2014.

In the most competitive production environments,
the propensity to innovate inevitably converges with
the tendency to invest in R&D; research and devel-

Growth in expenditure
for innovation and re-
search and development

5 Findomestic Observatory, /I clima di fiducia e le intenzioni di ac-
quisto degli italiani (The Climate of Confidence and the Purchase
Intentions of Italians) November 2018.

8 European Reshoring Monitor, Eurofound.

e © ©¢ 6 ® ©¢ o ©¢ ©¢ © © © © © © © © © © © © © © © © © ©o o o



THE TOOLS FOR A SUSTAINABLE DEVELOPMENT MODEL:
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opment is, in fact, the largest item of investment for
innovation in Italy.’”.

Private sector research and development expendi-
ture in Veneto totalled approximately €1.4 billion in
2016 and accounted for more than two thirds of to-
tal regional expenditure; business investment grew
by more than twenty percentage points compared
to the previous year. Compared to 2015, public
spending has also increased, thanks to the contribu-
tion of universities.

In 2016, total R&D expenditure in Veneto by all in-
stitutional sectors was close to €2 billion, or 8.6%

7 Istat Report Statistics, Innovation in Business - 2014-2016,
2018.

of national expenditure. The percentage impact of
R&D expenditure on the regional gross domestic
product is 1.3%, up on the previous year.

The number of innovative Italian start-ups continues
to grow: at the end of 2018 there were 9,758 inno-
vative start-ups registered in the special section of
the Companies' Register®, over 1,300 more compa-
nies than at the
end of 2017.

At regional level,
in Veneto at the
end of 2018 there are around 860 innovative start-
ups, one for every 3.2 new joint stock companies in

The number of
innovative start-ups
in Veneto remains high

8 Pursuant to Leg. Decree 179/2012.

48 imprese
registrate
g EMAS

=]

ISPRA, and SaaS.

5l - Veneto businesses oriented towards innovative and responsible production - Various years

certificazioni di
responsabilita sociale
d'impresa SA8000

Source: Processing by the Regione Veneto Statistical Office of data from Istat, Italian Companies' Register, Symbola Foundation,
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the region. The Veneto region is confirmed as the
fourth ranking Italian region for number of innova-
tive start-ups (8.8% of the national total).

Three Veneto provinces feature among the top 12
positions in the rankings of Italian provinces accord-
ing to number of innovative start-ups: Padua, Vero-
na and Treviso have, respectively, 237, 178 and 154
innovative start-ups at the end of 2018.

In Veneto, more than 65% of innovative start-ups
operate in the services sector, with software produc-
tion, IT consultancy and research and development
being the predominant activities. Just over 30% op-
erate instead in industry and construction.
Increasing corporate competition is the main moti-
vation driving companies to invest in environmental
sustainability. This key helps us to understand the
photograph provided by the Symbola Foundation's
report on ltalian companies engaged in the Green
Economy?. The
potential for in-
vestment in the
Green Economy
is linked to innovation and the upgrading of pro-
duction processes and products both to improve
energy efficiency and to develop a new appeal to
customers and new markets, which demonstrate in-
creasing focus on responsible production.

Almost 35,000 Veneto companies made eco-in-
vestments in the period 2014-2017 and/or will
invest in 2018 in green products and technolo-
gies, 10.1% of the total green investors in ltaly.

Green producers
grow, innovate
and export more

The Veneto's provinces with the greatest number
of green companies are Vicenza, Treviso and Padua,
accounting for almost 30% of the total number of
provincial businesses.

The number of EMAS registrations can be consid-
ered an indicator of the environmental awareness of
organisations and businesses and of their responsi-
bilities related to production and the impact it has
on ecosystems. EMAS certification commits compa-
nies to adopting environmental management pol-
icies and prac-
tices and, at the
same time, guar-
antees  advan-
tages in terms of the reduction of certain costs and
risks, thus granting them a clear competitive advan-
tage and boosting their image.

The were 48 organisations/companies from Veneto
registered in 2017 under the EU Eco-Management

9 Symbola Foundation - Unioncamere, Greenltaly, 2018.

and Audit Scheme (EMAS), 5% of the national total,
slightly down on previous years.

The ISO 14001 environmental certification is also
a tool that establishes the principles for correct en-
vironmental management of company production
processes. In Veneto, there are 1,303 companies
and 2,223 production sites certified ISO 14001 in
November 2018.

Both of these certifications are based on the princi-
ple of shared responsibility in the management of
environmental issues. This approach falls within the
broader concept of corporate social responsibility,
which concerns the entrepreneurial commitment to
managing effectively the issues related to ethical,
environmental and social impacts both within the
company and in society. The aim of protecting the
balance and positive growth of the community re-
quires the production system to focus on the local
territory, not only protecting the environment, but
also integrating not only the pursuit of profit gener-
ation, but also the creation of shared values as part
of the corporate strategies.

The main instrument of transparency through which
a company can account for its commitments and re-
sults in relation to the economic, social and environ-
mental impacts of its activities, is the Sustainability
Report.

A study by the Socialis Observatory' reveals that,
in ltaly, active involvement in corporate social re-
sponsibility initiatives has grown considerably in the
last two decades, identifying a increase both in the
number of companies involved in these schemes
and in the flow of dedicated investments.

In recent years, there has been a growing recourse
to assessment of the conformity of the social re-
sponsibility scheme implemented by an organiza-
tion/business to SA8000 requirements, recognised
through certification issued by an independent third
party.

Currently there are SA8000 certified organisations in
over 61 countries worldwide. In Italy there are over
1,300 organisations, with around one hundred in
Veneto, that, in 2018, sought this certification as an
ethical guarantee of their production chain and their
production cycle.

©The acronym ISO 14001 (UNI EN ISO 14001:2015) identifies an
environmental management standard, certifiable by an accredited
certification body that verifies compliance with the requirements
of the standard of reference.

" Socialis Observatory, Ixe, VIl Rapporto sull'impegno sociale
delle aziende in lItalia, (7th Report on the Social Commitment of
Companies in Italy), 2018.
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There are about one hun-
dred companies in Vene-
to with a certified social
responsibility scheme

2.2 Business uptake of digital tech-
nologies™

Enterprises and Digital Culture

The latest Istat survey of 2018 on the use of digital
technology in Italy shows that in 2018 the spread of
ICT in our country has continued to grow, although
there remains a significant gap with respect to other
EU countries for both businesses and the general
population.

Despite the increasingly widespread digitisation,
there is still a significant gap between large and
small enterprises (Digital Intensity Indicator): high
levels ("High" or "Very High") are observed in
44.0% of companies with at least 250 employees
and in just 12.2% of companies with 10 to 49 em-
ployees, highlighting clear critical issues in terms of
competitiveness for smaller companies.

94.2% of companies with at least 10 employees are
connected via mobile or fixed broadband; the pro-
portion of those that have a download connection
speed of at least 30 Mbit/s has increased significant-
ly (from 22.1% in 2017 to 29% in 2018), which is an
essential prerequisite for growing a 4.0 business.
On the online sales front, there is significant growth
of eCommerce intermediaries. 64.1% of the compa-
nies that sold via the web in 2017 (53.8% in 2016),
used at least one “e-marketplace” and 50.2%
(39.1% in 2016) achieved at least half of their turno-
ver via the web by means of intermediaries.

Finally, there is confirmation of the need to update
workers' skills to adapt them to new technological
requirements; the number of companies investing in
digital skills by providing training for their employ-
ees has risen from 12.9% to 16.9%.

2 Paragraph edited by Fondazione Nord Est (FNE).

® © © ¢ ¢ ¢ o O © ©¢ © ©¢ o © © © © © © © © © © © © © O o o

Industry4.0 Technologies: Business Size

and Regional Dissemination

As far as Industry 4.0 technologies are concerned,
at a national level, 8.4% of companies have intro-
duced at least one technology. The figure is higher
for companies located in the Central North (9.2%).
Furthermore, the differences were considerable
according to the size of the enterprise: from 6.3%
among those with 1-9 employees to 48.2% for those
with over 250 employees. The big jump occurs at
50+ employees; above this threshold, more than
35% of companies use of at least one type of 4.0
technology.

In the Central North, the most widespread technol-
ogy is loT (4.1%), followed by Cybersecurity (3.2%),
Horizontal Data Integration (3.0%) and the Cloud
(2.8%).

In Veneto, for almost all technologies, the figure is
higher than the average for the whole of the Central
North. In first place is the Internet of Things (5.8%),
followed by Horizontal Data Integration (4.3%), Cy-
bersecurity (3.8%), and the Cloud (2.9%).

The aggregate interpretation of technological in-
vestment priorities clearly indicates the strong man-
ufacturing prevalence of the investing companies,
given that they are, in many cases, a technical se-
lection used to develop applications for Predictive
Maintenance, Automation of industrial processes
and Value Chain Integration typical of production.
Veneto's analytical data also indicates a lower pro-
pensity to invest in digital technologies intended for
Modelling, Numerical Simulation and Product De-
velopment. This indicates, in many cases, the prev-
alence of manufacturing companies in B2B Value
Chains. It is worth mentioning that investments in
Augmented Reality are still very limited. This tech-
nology is very effective not only for developing new
products, but also for developing innovative mar-
keting solutions and competitive value propositions.

The Crucial Issue of Skills in Italy

As initially seen, there is a growing proportion of
companies that have organised IT training for their
employees.

This data requires further study, given that the intro-
duction of 4.0 technology, also encouraged by the
specific regulations introduced with the Industry 4.0
Plan, is not enough on its own to give rise to a true
business digital revolution that involves several ele-
ments that require an integrated approach. To use
the words of Federico Butera: "The three pillars for
facing the fourth industrial revolution of every large
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IE1 WS - Diffusion of individual 4.0 technologies by size class and geographical area.

% Values
Total 1-9 1049 50-249 | 250 and over

ITALY
Collaborative robots 1.6 0.8 4.3 11.6 20.5
3D printers. 2.0 1.5 3.6 9.4 20.3
Augmented Reality (AR) 0.4 0.3 0.6 1.8 3.8
Simulations (HPC) 1.4 1.0 2.7 7.2 19.6
Horizontal data integration 2.7 1.7 6.3 16.2 26.4
Vertical data integration 1.9 1.3 4.1 9.7 23.3
loT 3.8 2.7 8.8 15.3 20.6
Cloud 25 2.0 4.1 10.7 22.7
Big Data analytics 1.4 0.7 3.6 1.4 21.4
Cybersecurity 3.0 1.8 7.5 17.7 32.4
Smart material 0.5 0.4 1.1 2.5 6.8
At least one technology 8.4 6.0 18.4 35.5 471
CENTRAL NORTH
Collaborative robots 1.8 0.9 4.6 12.2 20.3
3D printers 2.1 1.4 3.8 10.0 20.6
Augmented Reality (AR) 0.3 0.2 0.6 1.7 4.1
Simulations (HPC) 1.5 1.0 2.8 7.8 19.8
Horizontal data integration 3.0 1.8 6.7 16.8 26.9
Vertical data integration 2.0 1.3 4.3 10.2 24.3
loT 4.1 2.7 9.2 15.5 21.3
Cloud 2.8 2.2 4.0 11.0 23.5
Big Data analytics 1.4 0.6 3.8 11.7 22.2
Cybersecurity 3.2 1.8 7.7 18.4 32.7
Smart material 0.6 0.4 1.2 2.4 7.2
At least one technology 9.2 6.3 19.3 371 48.2

Source: FNE processing of MISE data - October 2018

- Diffusion of individual 4.0 technologies for certain regions. % Values

Veneto Friuli V.G. Trentino A.A. Emilia Rom. Italy

Collaborative robots 2.4 2.7 1.4 2.4 1.6
3D printers 2.4 1.4 3.1 1.8 2.0
Augmented Reality (AR) 0.3 0.6 1.6 0.5 0.4
Simulations (HPC) 1.8 1.3 1.8 1.6 1.4
Horizontal data integration 4.3 3.2 2.4 3.4 2.7
Vertical data integration 2.5 2.9 3.1 2.6 1.9
loT 5.8 4.3 3.7 5.7 3.8
Cloud 2.9 2.6 3.2 2.5 25
Big Data analytics 1.6 1.9 0.9 1.3 1.4
Cybersecurity 3.8 2.9 2.6 3.5 3.0
Smart material 1.0 0.8 0.6 0.6 0.5

Source: FNE processing of MISE data - October 2018
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and small system will be established through the
joint design of technology, organization and people
development." 3.

As far as the supply of human capital with digital
skills in enterprises is concerned, in the economic
sector on the whole, 16.1% of companies have ICT
specialists among their employees. The figure rises
to 27% in the professional, scientific and technical
sectors, whereas it stands at 16.4% in manufacturing
and 17.1% for non-financial services.

However, in sectors with a lower proportion of in-
house ICT specialists, there is significant use of exter-
nal personnel to carry out ICT functions: overall, 60%
of economic activities, and a peak of 66.1% in manu-
facturing.

Confirming the need to increase digital skills, it has
been found that 6% of companies have hired or
tried to hire personnel with specialist ICT skills, and
16.9% of businesses have organised training cours-
es in the previous year to develop or update the
ICT/IT skills of their employees. Training activities in
14% of companies involved employees without spe-
cialist ICT/IT skills, confirming that today employees
of all levels and in all areas need to have a certain
degree of digital skills and knowledge of IT tools.

2.3 Agriculture in Veneto is thriv-
ing

In 2018, the total value of agricultural production
in Veneto is estimated at 6.4 billion euro, a marked
increase compared to the previous year (+8%). The
agricultural year is positive for herbaceous crops
(+3%) and especially for woody crops (+36%), while
livestock farming showed a negative trend (-2.6%).
The reasons for this were, above all, to do with the
increase in the quantities produced by numerous
crops, while the trend in market prices had a pos-
itive effect on the value of herbaceous crops, with
a negative impact, however, on woody crops and
livestock farming.

'3 F. Butera, The Fourth Industrial Revolution: who will design the
new organisations and work, and how will they do it?, in Fondazi-
one Nord Est, La nuova competitivita, 2018.

6.4 billion euro in gross agn'- national trendl
cultural productionin 2018 ) the number of

farms registered
with the Veneto Chambers of Commerce fell by
0.7% to 63,186 in 2018. The downturn concerned
only sole-proprietor companies, down by 1.6% to
51,541. However, these companies still account for
81% of the total agricultural enterprises in Veneto.
On the contrary, the number of partnerships and
joint stock companies are growing: the former have
increased by +3.3% compared to 2017 (10,011 units)
and the latter have increased by +7.4% (1,125 units).

j In line with the

In 2018, the number of companies in the Veneto
food sector also fell slightly (approximately -0.2%),
in line with the trend of the Italian food industries,
which recorded a decline of -0.1%. This decrease
concerns partnerships (1,223, -2.2%) and sole pro-
prietorships (1,213, -2.4%), while the number of
joint stock companies rose to 1,132 (+4.4%).

During 2018, according to Istat data on the labour
market, there was a decrease in agricultural employ-
ment at a regional level (-6.7%), compared to 2017,
with an average of 63,840 units. In particular, there
was a marked decline in the number of self-employed
workers (around 41,650, -9.5%), while the number of
employees fell slightly (around 22,200, -1.1%). The
trend in the agricultural sector is in contrast both with
that recorded at the national level, where employ-
ment remained essentially the same, and with the
general employment data, which in the Veneto region
are unchanged compared to the previous year.

With regard to foreign trade, Veneto's trade balance
deficit decreased compared to 2017: the negative
balance fell to around 305 million euro (-12,4%).
The positive result is the result of a slight decrease
in imports (approximately 7.1 billion euro, -0.3%),
while exports increased, albeit slightly, to almost 6.8
billion euro (+0.4%).

As far as cereals are concerned, the weather is unfa-
vourable for autumn/winter cereals due to the high
rainfall in March and May, as well as the scarcity of
water and high temperatures in April. Yields per
hectare are down for soft wheat and barley (-12%)
and durum wheat (-10%), but greater investment
(95, 000 hectares of soft wheat, +31%, over 16,000
hectares of durum wheat, +10% and about 17,000
hectares of barley, +4%) has nevertheless increased
final production (600,000 tonnes for soft wheat,
+15%) or limited and reduced losses (95,000 tonnes
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of durum wheat, stable and 98,500 tonnes of bar-
ley, -8%). In terms of yields, things are going bet-
ter for maize, which has seen an increase of 11%,
but a fall in investments (140,000 hectares, -15%)
has, however, led to a loss in production of 6% (1.35
million tonnes). Among the industrial crops, despite
the brown marmorated stink bug and a number of
anomalies caused by the hot nights in August, soya
yield increased by 20% compared to 2017, which
was a particularly negative year in terms of produc-
tion.. Investment increased (165,000 ha, +7%) along
with production (about 520,000 t, +28%) at the ex-
pense of price, down 9%. The year was negative for
sugar beet: a fall in land (9,700, -9.6%), yields (-13%)
and consequently production, down to 610,000
tonnes (-21.5%). Even tobacco suffered: -5.6% in
yield, -4.6% cultivated land and -10% in production
(15,400 t). In contrast, energy crops did well, with
sunflowers increasing in yields (+5%) and, above
all, cultivated land (3,350 ha, +22%) and rapeseed
maintains stable production despite decreasing
yields (-9%) thanks to greater investment (3,400 ha,
+8%).

The climatic pattern also caused widespread plant
protection problems for the main horticultural crops,
which recorded negative yields with a fall in produc-
tion for potatoes (127,400 t, -2%, despite larger cul-
tivated areas, 3,000 ha, +5%) and lettuce (41,800 t,
-8%), which also records a decrease in investments,
falling to about 1,300 hectares (-8%). On the other
hand, radicchio production increased (134,400 t,
+8%) due to an increase in surface area (7,900 ha)
and yields (+3%). It was a negative year for the straw-
berry due to a strong decline in investment (530 hec-
tares, -23%) and production (13,800 tonnes, -20%),
despite increasing yields and prices. Overall, in 2018
the areas cultivated for horticulture are estimated to
have declined to about 26,700 hectares, a decrease
of 3% compared to the previous year. It is estimated
that open-air horticulture, which accounts for 75%
of the vegetables grown in Veneto, covers around
23,500 hectares (-4%), while greenhouse horticulture,
estimated at about 3,850 hectares, falls by -2.8%; tu-
ber plant cultivation is increasing (3,270 ha, +5%).
Following the significant falls in production in 2017,
characterised by late frosts and summer drought,
the climate in 2018 was, on the whole, positive for
fruit, increasing yields and production particularly
of apples (291,000 t, +24%) and kiwifruit (57,400
t, +46%), albeit below the standard levels consid-
ered normal for these crops. However, weather
conditions caused plant protection problems, with

a consequent reduction in yields for cherries (-5%),
peaches and nectarines (-2.5%) and pears (-5%), the
latter particularly affected by the brown marmorated
stink bug, with production down to around 70,000
tonnes (-6%). Investments were slightly higher than
in the previous year for apples (5,840 ha, +1.6%)
and kiwifruit (3,350 ha, +3%), with a slight decrease
for pears (2,950 ha, -1.7%), where cultivated ar-
eas fell below three thousand hectares, and cher-
ries (2,150 ha, -2%). With an unchanged cultivated
area, the yield of pears fell by -5% and production
by -6%. The land cultivated for peaches and nectar-
ines shrank significantly (2,000 hectares cultivated,
-16%), which also led to a considerable decrease in
harvested product (42,800 t, -18%). It has been an
exceptional year for the olive, for which cultivated
land remain largely unchanged (around 5,100 hec-
tares), but whose production yield in olives doubled
compared to the previous year (4.8 t/ha), bringing
production to approximately 24,400 tonnes.

The climatic conditions of the 2018 agricultural year
took a fluctuating
course,passing
through a cold
winter, a very wet
spring and a very
hot summer, which, however did not cause any par-
ticular problems for wine growing in Veneto. In fact,
yields during the grape harvest were hardly affected
by the weather and diseases, with the average quan-
tity of grapes harvested rising by +50%, with good
quality grapes reaching the wineries. The quantities
of grapes produced in the last year amounted to
around1.64 million tonnes, with an average annu-
al increase of +48.9%, a foreseeable improvement
given the ominous harvest of 2017. These grapes
produced 1,280 million litres of wine, an increase
of +51.8% compared to the previous year. The land
planted with vineyards and already under produc-
tion in the last year amounted to 86,974 hectares,
with an annual increase of +8.4%. The land cultivat-
ed with DOC/DOCG vineyards constituted 75.6% of
the total, with 17.4% being IGT vineyards and the
remaining 7% made up of varietal vines and table
wine. The average price of Veneto grapes, as a re-
sult of the sharp rise in volumes produced, fell in the
last year by -20.9%, returning to the levels of 2016.
As far as the livestock sector is concerned, the quan-
tity of milk produced is around 1.18 million tonnes
for the year, a stable figure with respect to 2017,
and also keeps the farm gate price of milk at an
annual average of around 36 euro/100 litres in the

Record year for

wine production

with almost 1.3 billion
litres
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Veneto region, while at national level there was an
evident reduction (-3.5%). However, the consum-
er market for dairy products is still stagnant. The
quantity of beef consumption also stalled, rising
in value (+3%), but with an increase in availability
due to an increase in slaughter of Italian livestock
(+6% in carcass weight). The Veneto region also
slaughtered more of its own animals (+2.7%), thus
leading to a fall in imports. For pigs, the 2017 na-
tional production of meat in carcass weight con-
tinued into 2018, thanks to a slight increase in
yields. The Veneto figure, however, shows a fall in
slaughter (-12%) in relation to a decline in commer-
cial farming (-2.5%). A slight drop in domestic con-
sumption and tensions on the international market
had a negative impact on market prices at source
(-10%). In 2018, poultry production saw a decrease
of around -3%; a slightly stronger decline for broil-
ers (-4.5%), better for turkeys (-2.5%). This allowed
reasonable price recovery with respect to 2017
(+2.7%), improving profitability. Veneto's produc-
tion structure holds firm, with no recorded closures.

Finally, as far as the fishing sector is concerned, the
total volume of fish from the six regional fishing mar-
kets is about 16,869 tonnes, with a decrease in quan-
tities of -12.2% compared to 2017. Scardovari was
the only market to record an increase (13.1%), with
all other markets suffering losses of between -3.1%
in Chioggia and -25.4% in Caorle. With a total turn-
over of 44.8 million euro, the Veneto fish markets
ecrease in value by -10.5%. If we consider the total
movements of fish markets, which includes products
of national and foreign origin in Chioggia and Ven-
ice, quantities of around 25,804 tonnes (-9.3%) are
recorded, while the turnover is 107.4 million euro
(-5.6%). The bivalve sea mollusc sector, managed by
the Co.Ge.Vo., also took a step backwards, with the
total of 4,560 tonnes produced in 2018, in an annual
loss of -17.9%. The number of fishing vessels (658)
in the Veneto fleet remains stable (-0.6%); while, go-
ing against historical trends, the number of fishing
enterprises increased by +1.9% compared to 2017.
Those devoted to aquaculture remain unchanged
(+0.2%).
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2.4 Exports: ‘Made in Veneto’ con-
tinues to flourish

World trade, after a long period of relatively slow
growth, picked up in 2017. This recovery, however,
did not last for long, and 2018 saw a sudden halt
in international trade. Indeed, annual growith in
world trade is expected to be just over 3 percentage
points, compared to +4.6% in 2017.

The stagnation in world trade, which some observ-
ers tend to consider cyclical in nature, could also
be a forewarning of a structural slowdown linked to
the emergence of protectionist policies. While trade
tensions cannot fully explain all the setbacks of
2018, they undoubtedly played an important role,
prompting consumers and businesses to anticipate
the effects of the restrictive measures.

World trade slowed down in the last few months of
2018, when imports and exports from China started
to slow down significantly. The World Trade Organ-
ization (WTQO) estimates a decrease of trade in the
last quarter of the year of -0.3%".

The start of tariff wars by the US Administration and
the uncertain outcome of Brexit could significantly
affect the growth of world trade in the current year.
Some international institutions anticipate growth
close to 3 percentage points, which seems cautious
considering the trends of recent months. In the first
few months of 2019 trade tensions have lessened
to some extent but they continue to give cause for
concern. The new direction of trade policies is also
affecting the climate of investor expectations and
this could lead to a significant slowdown in global
investment, with repercussions on the international
reorganisation of supply chains. A study by the In-
ternational Monetary Fund (IMF), found in the April
2019 World Economic Outlook , measured the im-
pact of duties at 25% on all transfers between the
U.S. and China: a scenario that would cost the U.S.
up to 0.6% of GDP each year and China up to 1.5%.

4 WTO Press Release of 2 April 2019.
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After the results
of 2017 (+7.6%),
ltalian  exports,
despite the un-
certainty and vol-
atility of international markets, continue to grow in
2018 (+3.1%), reaching almost 463 billion euro.

In terms of the contribution to export growth
of the various regional divisions, contra-
ry to the previous year, export growth was
positive for all of the divisions in 2018.

Exports are growing
despite

the slowdown in
world trade

It remains very strong for the Islands (+12.2%),
above the national average for the North-East
(+4.3%) and the North-West (+3.4%) but more mod-
est for the South (+2.5%) and in particular for the
Central regions (+1.0%). Among the most success-
ful export regions are Sicily (+15.3%), Friuli Venezia
Giulia (+5.9%), Emilia Romagna (+5.7%) and Lom-
bardy (+5.2%), which contribute significantly to the
overall growth of national export turnover. On the
other hand, negative trends were recorded for Ligu-
ria (-6.7%), Lazio (-4.3%), Puglia (-2.2%) and Marche
(-0.9%).

A glance at the geography of Italian exports reveals
different growth rates among the various areas. Ex-
ports to EU markets, to which more than 56% of the
foreign turnover of Italian companies can be attrib-
uted, records significant growth (+4.1%) and sales
to North America did not seem to be affected by
the effects of the protectionist policies of the Trump
Administration, recording an increase of 5 percent-
age points on an annual basis.

The EU market is driven by exports to the main mar-
kets in the eurozone: +3.7% in Germany and +4.5%
in France. On the other hand, there has been a slow-
down in the rate of exports to the United Kingdom,
which has been affected by uncertainty over Brexit.
Positive prospects also seem to be emerging for
Italian exports to African countries. After the marked
slowdown recorded in recent years, ltalian exports
to African markets, especially those in the Sub-Sa-
haran area (+7.2% annually), are reversing the trend
and embarking on the road to recovery.

There was still modest (1.6%) but significant growth
in the turnover of Italian companies in Central Asia
(+16.1% on an annual basis), driven by sales in Ka-
zakhstan (+€458 million compared with 2017) and
India (+€392 million). For India, the very positive re-
sult was distributed over various types of product,
with peaks for machinery and chemicals.

Trade with other European partners (non-EU) and
with the Eastern Asian markets remains almost
stationary. The considerable growth in exports to
Switzerland offsets the negative results in Russia
and Turkey. Exports to China, after a brilliant 2017,
have seen a downturn (-2.4% on an annual basis).
The halt in domestic demand by the Asian giant has
been felt throughout the world, leading to a slow-
down in sales of goods ranging from electronic de-
vices to cars.

The Middle East was definitively the main Achilles'
heel of Italian exports in 2018; exports fell by almost
10 percentage points and concerned several eco-
nomic sectors. In addition to geopolitical problems,
there are also problems linked to the weak price of
crude oil, which lead to a reduction in purchases of
both luxury goods and machinery.

Among the traditional ‘Made in Italy' sectors, there has
been a considerable yearly increase in exports from
the chemical and pharmaceutical industry (+4.5%), the
leading national export sector with a market share of
21.4%, the metalworking sector (+5.1%), and the fash-
ion sector (+3.3%), with clothing exports up +3.7% and
leather goods up +4.0%. The value of foreign turno-
ver in the mechanical sector was also positive, with
more moderate growth (+2.0%) and peaks in sales in
the EU, North America and Central Asia. The transport
sector, which generates 11% of foreign sales and was
one of the main players in the growth of foreign de-
mand in the last five years, has come to a halt (-0.1%).
The drop in car exports (-5.5%) is counterbalanced by
the growth in foreign sales of aircraft, automotive and
boat components.

With the results achieved in 2018, a foreign turno-
ver of 41.8 billion euro, the national agrifood sector
continues its upward trend, even though it has re-
corded more moderate increases compared to pre-
vious years. The most important export markets for
agrifood companies in Italy remain those in the EU,
where the main destinations are Germany, which has
seen a slight annual decrease (-0.5%), France and the
United Kingdom. In the United States, the largest
destination market outside of the EU, the growth of
foreign turnover reaches 4%, at 4.2 billion euros.
The data for 2018 confirm an upward trend in for-
eign procurement, +5.6% annually, which brings the
value of national goods imports to 424 billion euro.
Growth in cross-border acquisitions is more intense
from non-EU markets (+8.7% annually) than from EU
countries (+3.6%), in line with the previous year.
Germany maintains its position as ltaly's leading sup-
plier, with an import value of 70.1 billion euro and
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an annual growth rate close to 7 percentage points,
followed at a considerable distance by France (36.5
billion euros) and China, which consolidates its po-
sition as the main non-EU trading partner (+8.2% on
an annual basis).

With regard to sectoral trends, the chemical and
pharmaceutical sector (+7.8% annually) and met-
allurgical sector (+9.0%) are the main sources of
growth in national imports. Purchases of electrical
equipment (+6.7%), machinery (+5.1%) and fashion
goods (+3.5%) also continue to grow.

There has been a slightly negative trend, however,
for purchases of agrifood products and computers
and electronic equipment, which are falling by al-
most 1 percentage point.

In 2018, the ltalian trade surplus significantly de-
creased, in light of a more substantial increase in

imports compared to exports, with Italy closing the
year with a positive balance of 38.9 billion euro,
compared to 47.6 billion euro in 2017.

The trade balance with EU countries shows a surplus
of 10.7 billion euro, around two billion more than in
the previous year. The trade surplus towards North
America is also growing, reaching 29 billion euro in
2018. After a few years, due to the strong reduction
in exports, there is a return to a negative trade bal-
ance with the Middle East (-3.7 billion euros) and
the trade deficit with Eastern Asian countries also
continues to grow (-9.4 billion, 3 billion more than
in the previous year), with China ahead of the rest
(-17,6 billion euros in 2018).

Among the sectors that contribute most significantly
to the trade balance surplus are mechanics (+€50.6
billion), fashion and chemical products, while there

S BN - Veneto exports: products and markets that make their mark

Agroalimentare
65.790 min euro

U.S.A
8.260 min euro +2,0%

‘ Francia % Uk
6.494 min euro +7,6% v

13,7% dell'export nazionale

—= 5.194 min euro +4,5%
"4 3.647 min euro +2,0%

Export veneto nel 2018:
63,3 mld di euro, +2,8% su base annua e

Source: Processing of Istat data by the Regione Veneto Statistical Office
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is a trade deficit in the energy, electronic equipment
and agrifood sectors.

Veneto
Despite the slow-
New record for Veneto | down in world
exports trade,  exports
from Veneto

reached record levels. In 2018, Veneto's exports
reach€63.3 billion and record a growth rate (+2.8%
annually) almost in line with the national average.
Looking at individual quarterly performances, ex-
ports show constant progress in all quarters of 2018,
with growth values close to 3 percentage points.

The foreign trade orientation of Veneto companies
has also been highlighted by the high degree of
openness to international trade. The increased pro-
pensity for exports', which accounts for 38.1% of

5 Determined by the ratio between exports and the wealth pro-
duced by a region (GDP in the case of regions and added value
for the provinces).

oltre il 34%

DOOEmm

sotto il 21%

(*) % Ratio between exports and GDP
(**) % Ratio between exports and added value

M - The export propensity of the Italian regions(*) and provinces of Veneto(**) - 2018

compresa tra il 29% e il 34%
compresa tra il 24% e il 29%
compresa trail 21% e il 24%

media nazionale = 26,3%

Source: Processing of Istat data and Prometeia forecasts by the Regione Veneto Statistical Office

oltre il 60%

compresa tra il 50% e il 60%
compresa tra il 35% e il 50%
compresa tra il 25% e il 35%
sotto il 25%

media regionale = 42,6%

|
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regional wealth, makes Veneto one of the regions
most open to international markets in ltaly.
In the last decade, exports have been a fundamen-

. . tal  component
High export propensity of our aggregate
of the Veneto demand during

entrepreneurial fabric a period of weak

household consumption and investments; foreign
demand has been crucial for balancing our econom-
ic system and sustaining employment. Maintaining
a high degree of international openness of the
economic system, as we have seen in previous edi-
tions of our Report', is fundamental for motivating
companies to introduce technological and organisa-
tional innovations, which are essential for facing the
competitiveness of international markets.

Veneto is the third ranked ltalian region for open-
ness to foreign markets, after Friuli Venezia Giulia
(40.6%) and Emilia Romagna (39.4%). Lombardy, the
leading lItalian region for value of exported goods,
stays in sixth place with a value close to 32%, a
good 6 percentage points above the national aver-
age (26.3%).

The provinces of Veneto most inclined to look to
international markets are Vicenza, which confirms
its high propensity to export (66.7%) ranking fifth
among the ltalian provinces, Belluno (60.7%) and
Treviso (51.6%). Verona's propensity to export is in
line with the regional average; however, this is less
so for Padua, Rovigo and Venice, which closes the
regional rankings with a value close to 20 percent-
age points.

The Markets

The main destination markets for Veneto goods
are those of the EU, +4.1% annually, which receive
more than 60% of the total value of exported Vene-
to products.

The German market remains the main destination
for Veneto exports, accounting for 13% of all re-
gional exports and remaining strongly interconnect-
ed with the Veneto market in terms of production
in various industrial sectors. In 2018, the value of
exports exceeded 8.2 billion euro, up by 2 percent-
age points compared to 2017. Mechanics, agrifood
and fashion are confirmed as the leading sectors for
"Made in Veneto" products purchased by the Ger-
mans, collectively accounting for almost half of the
Veneto goods exported to Germany. The Oscar for
best performance in 2018 goes to the leading sec-

16 Statistical Report 2017, Ch. 3 "Inclinations and competitiveness
of the Veneto production system".
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tor in regional exports: the turnover for mechanical
production exports to Germany, standing at1.4 bil-
lion euro, is up by 172 million euro compared to the
previous year. The positive trend in metal process-
ing continues, with an increase in export turnover of
+6.4%, while sales fall in agrifood products (-8.5%
on an annual basis) and fashion goods (-1.9% com-
pared to 2017), which suffered more the effects of
the economic slowdown and the decline in German
household consumption in the second half of 2018.
France, the second largest market for Veneto com-
panies, is the backbone of regional exports: Veneto
product sales to the French market reach 6.5 bil-
lion euro, the greatest increase in terms of value of
exported goods (+460 million euro compared to
2017), with significant results in the fashion sector
(+13.5%), metal processing (+14.9%) and the agri-
food industry (+12%).

Veneto exports also achieved good results in Spain
(+7.6%), the Netherlands (+6.9%) and the Czech Re-
public (+7%), while the only negative figure among
the main EU markets came from sales in Belgium
(-1.2%).

On the other hand, the value of trade with markets
outside of the EU, which has grown by less than 1
percentage point, is almost stationary. Among the
markets outside of the EU, the best results were
achieved in North America; in 2018, exports in-
creased by an annual +4.5%, with peaks in the
mechanical sector (+15%), electrical goods sector
(+12.9%), furniture (+8.9%) and metal processing
(+4.4%) sectors. Veneto's exports to the USA do not
seem to have been affected by the trade war. On
the contrary, exports of machinery for industry have
increased sharply, driven by the policies implement-
ed by the Trump Administration to bring American
companies back home. In addition, the good per-
formance of exports was promoted by the growth
in the American economy that boosted private con-
sumption, to the benefit of Veneto agrifood product
exports, which recorded growth of more than 5%.
The Latin American and Central Asian markets also
performed well, driven by strong growth in ex-
ports to Mexico (+12.9%), India (+12.8%) and Bra-
zil (+15.7%), while sales to East Asia remained fairly
stable (-0.2%).

The foreign turnover of Veneto companies in Chi-
na, one of the key markets in Asia, recorded a mod-
est increase (+0.2%), while trade with Hong Kong
dropped significantly (-6.9%). This decline is part-
ly due to the slowdown in the Chinese economy,
even though the main share of lost sales involves
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the fashion and transport sectors, in which exports
fell by a total of 50 million euro compared to 2017.
The worst result was recorded in the Middle East-
ern markets, where the fall in the value of exported
goods is well above 10 percentage points. This sud-
den grind to a halt is probably linked to the fluctuat-
ing price of crude oil, affecting both industrial goods
(-33.8% for metallurgical production and -8.8% for
mechanics) and consumer goods (-19.9% for the
gold sector, -2.9% for the fashion sector and -5.6%
for furniture). The crisis in the Persian Gulf markets
has clearly affected the trend in sales of goods to
the main markets in the area: Veneto's exports to
the Arab Emirates recorded an annual decline of
144 million euro, while in Saudi Arabia they fell by
46 million euro.

Coming into view, another market that is experienc-
ing a sharp decline is Turkey, down by 90 million
euro in 2018. Turkey is no longer a secondary mar-
ket for the Veneto region (1.4% of the regional total),
with a significant drop in sales due to US sanctions,
poor investor confidence, currency collapse and the
freeze on consumption and investment.

Despite 2018 being an extremely positive year for
the Russian economy, driven by the substantial in-
crease in oil production and the good performance
of domestic consumption, exports from Veneto to
this market fell by almost 4 percentage points.

The decrease in sales in Russia mainly concerns
industrial goods (-9.4% for mechanics, -8.4% for
chemicals and -1.5% for metal processing), while
there is a continuing positive trend in consumer
goods (+9.8% for agrifood and +1.2% for the fash-
ion sector).

Sectors

Instrumental mechanics, the leading sector in re-
gional exports with almost 13 billion euro in 2018,
maintains its competitive advantage and achieves a
significant rate of growth in foreign sales during the
same year. The sector's exports grew by an annual
6%, accelerating sales in all geographical areas, with
the exception of the Middle East and some non-EU
European markets (Turkey and Russia). The positive
trend in mechanics is also driving sales of metal-
lurgical products, which, although not maintaining
the excellent results achieved the previous year,
increase at a rate of 4%, with exploits in European
markets and those of Central Asia.

The fashion sector remains the second largest sec-
tor for Veneto exports and a flagship of the regional
productive fabric, thanks to its ability to combine in-

dustry and craftsmanship. Foreign turnover is grow-

ing, amounting
Mechanics and metals to 10.6 billion

drive regional euro (+1.5%) in
exports 2018 compared
to 10.4 billion
euro in 2017, although the trend appears to be rath-
er modest and in line with the economic trend of
the world economy. Looking at the non-EU destina-
tion markets in this sector, where there is substantial
overall stability (-0.3%) compared to 2017, the in-
crease in sales in African markets and in some East-
ern European countries almost offsets the decline
recorded in other geographical areas, particularly
East Asia (-3.8%) and North America (-4.1%). Direct
flows within the EU borders are more dynamic, with
overall growth of +2.7%. France, thanks to its ex-
cellent performance over the past year (+13.5%),
overtakes Germany (annual -1.9%), becoming the
leading reference market for Veneto fashion compa-
nies. Despite the uncertainties of a Brexit that is still
far from concrete implementation, exports to the
United Kingdom also increases (+7.8%) and good
performances are also recorded in the Netherlands
(+4.8%) and Spain (+3%).
The wood and furnishings sector is also doing well,
responding to the challenges of increasingly fierce
international competition. The Veneto furniture and
design sector increases its sales abroad by +3%,
continuing the positive trend of recent years. Sales
remain concentrated towards the EU, the destina-
tion of more than 57% of the sector's exports. How-
ever, the best results have been achieved in non-EU
markets, with peaks in North America (+8.9%) and
East Asia (+7.8%).
With the results achieved in recent years, the agri-
food sector continues to be one of the main sec-
tors for regional export. 2018 was not a brilliant year
(+0.4%) and this sector suffered more than others
the effects of a market scenario unfavourable to in-
ternational trade and a slowdown in consumption in
some of the main reference markets. This result is
due to a significant fall in sales in the German mar-
ket for companies in this sector. The performance
of exports to Germany (1.3 billion euro in 2018),
is significantly negative, with a decrease in annual
turnover of 118 million euro. Positive indications
in sector exports are recorded in France, with the
highest increase in terms of value (+€55 million),
the USA, with a total value of €615 million and an
increase of +7.8%, and the Netherlands (+18.7%).
Almost 11% of Veneto agrifood products reached
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the tables of British consumers with a turnover of
726 million euro and, despite concerns over Brexit,
in the last year, there was a 3.8% increase in Veneto
food products sold across the Channel.
Geopolitical risks, changes in monetary policy and
the prospect of commercial war have have a signifi-
cantimpact on the performance of the price of gold,
leading to a reduction in foreign sales by Veneto
firms in the gold sector (-4.6%). Despite the stability
of the primary reference market (+1.0% annually in
the USA) and the significant increases recorded in
South Africa (+12.5%), France (+18.4%) and Switzer-
land (+15%), there was a drop in sales due to lower
demand for jewellery from other key markets for the
sector, such as Hong Kong (-16.6%) and the United
Arab Emirates (-22.5%).

The balance of trade in Veneto, i.e. the difference
between exports and imports, remained positive
and amounted to 14.8 billion euro. However, this is
a slight decrease, -668 million, compared to 2017.
The trade balance with EU markets closed with a
positive result of €6.2 billion; trade surpluses to-
wards France, the UK, Spain and some of the other
EU markets far exceed the trade deficit with Germa-
ny, which was over €3 billion last year.

The trade balance with non-EU markets also closed
with a positive balance of 8.5 billion euro. The trade
imbalance towards Asian markets, which also con-
tinues its growth trend in 2018 (-1.4 billion with the
Far East and 512 million euro with Central Asian
countries), was more than offset by the trade surplus
recorded in all other geographical areas. The trade
surplus is particularly high towards North American
countries (+€4.8 billion) and European markets out-
side of the EU: +1.5 billion euro towards Switzerland
and +857 million euro towards Russia.

At a sectoral level, the trade balance of the Veneto
region shows extremely positive values in the me-
chanics sector (a surplus of 9.7 billion euro) and in
other manufacturing sectors such as furniture, jewel-
lery, sports goods and medical supplies (+4.2 billion
euro), the fashion sector (+3.2 billion euro) and elec-
trical devices sector (+2,6 billion); whereas there are
sectors with strong deficits, including transport vehi-
cles (-5.4 billion) and agrifood products (-305 million
euros), with a trade deficit of slightly less compared
to the previous year, but still significantly lower than
that recorded in the pre-crisis period.

As far as imports are concerned, economic opera-
tors in Veneto bought goods from abroad for a val-
ue close to 49 billion euro. The main trend in im-
ports from Veneto (+5.2% annually) was affected by
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the strong growth in purchases of metals and metal
products (+12.5% annually) and energy products
(+24% for gas extraction). The main sector for re-
gional imports is the transport vehicle sector (7.7 bil-
lion euro, or 15.8% of total regional procurement),
followed closely by the fashion sector (7.4 billion),
chemical and pharmaceutical products (7.3 billion)
and the agrifood sector (7.1 billion).

The European market remains the main market for
imports, accounting for 73% of imported goods
(66.4% from the EU). The purchase of goods from
non-EU European markets has reduced annually by
six percentage points, while imports from EU mar-
kets have grown by +6.2%. Germany remains firmly
the main trading partner also in terms of imports
(11.5 billion euro, or 23.6% of regional procure-
ment) and 2018 is a record year for the acquisition
of products made in Germany, with an increase of
1.3 billion compared to 2017.

With regard to imports from other geographical ar-
eas, there was a significant increase in acquisitions
from East Asian markets (+343 million euro), North
America (+15.1%), Middle East (+17%) while there
was a drop in acquisitions from African countries
(-9.5% annually). With the new record of four billion
euro in imported goods in 2018, China reasserts
its role as the primary non-EU supplier to Veneto
companies. The upward trend of imports from the
Chinese market is mainly attributable to the growth
in supply of chemical products (+11.9% annually)
and of machinery (+6.3%), while the acquisition of
goods from the fashion sector remains close to a
standstill (+0.4%).

Provinces

Treviso, Padua and Venice are the Veneto provinces
that in 2018 record particularly brilliant performanc-
es on the export front. For businesses in Vicenza and
Verona, growth in foreign turnover is instead more
limited, while ex-
ports from Bel-
luno and Rovigo
remained almost
stable. In terms of imports, all the provinces con-
tributed positively to growth in the value of regional
procurement, with considerabe increases in values
for Verona, +6.2% on an annual basis (910 million
euro more than in 2017), and Rovigo (+25.9%).

In 2018, the province of Vicenza saw its exports
grow by 1.4% (+255 million euro), slowing down in
comparison with the exceptional results of 2017. Vi-
cenza totalled flows of almost 18 billion euro, equal

Partnership
with Germany
is consolidated
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to 28.4% of Veneto exports. In terms of the individu-
al outlet markets, there were good performances for
the two main destinations of Vicenza goods: Ger-
many and France both grew in value by 7.6%. There
were very positive performances recorded in Spain
(+6.8%) and the Czech Republic (+9.6%). Flows to-
wards the USA remained stationary (-0.1%), while
there was a significant decease in sales towards the
Chinese market (-11.2% in China and -15.3% Hong
Kong) and the United Arab Emirates (-21.5%), which
mainly concern the gold sector and goods from the
fashion sector.

Exports from the province of Treviso reach a value
very close to 14 billion euro, recording growth of
4.6% (+596 million euro compared to 2017). The
strong performance of exports reflects the good re-
sults achieved in the USA (+15.3%), France (+5.7%),
Romania (+10.8%) and Spain (+9%), while sales to
the main reference market of Treviso companies de-
clined slightly (-1.6% to Germany). By analysing the
sectors, the most significant positive data come from
machinery exports (+166 million euro), followed by
food products (+76 million euro) and furniture (+61
million euro). The trend in exports by the fashion
sector and in electrical equipment, which account
for 30% of provincial exports, is fairly stable.

The total value of manufacturing exports from the
province of Verona is worth 18% of the total for
Veneto, thus taking bronze medal as the third prov-
ince of the Region in terms of value of exported
goods. Overall, exports from Verona increase by
+1.2% annually, well over 11 billion euro. The agri-
food industry, though recording a decrease of more

than 2 percentage points, remains the main sector
for sales abroad, with a share of 26.8% of the total
for the province. Exports have grown considerably
in mechanics (+130 million), metal processing (+103
million) and fashion (+93 million); whilst chemical
and pharmaceutical products record a significant
fall of132 million euro. If we consider the ranking of
the main markets in terms of export value, first place
goes to Germany (down 2.6% annually), the market
that receives goods from the province worth more
than 1.8 billion euro , equal to 16.2% of sales made
on international markets. It is followed at a distance
by France, which recorded the best performance in
terms of value (+88 million euro), the United King-
dom and the United States.

The overall exports of companies in the province
of Padua closed in 2018 with an increase of +4.5%,
placing the province among the highest in terms of
regional results. The acceleration of exports from
the province of Padua, which in 2018 reached al-
most ten billion euro, is due in particular to the
excellent results in the foreign sales of machinery
(+201 million euro compared to 2017) and optical
and medical equipment exports (+94 million). Look-
ing at the main EU export markets in detail, sales
grew to Germany (+4.3%), France (+7%) and the UK
(+7.4%). Outside the borders of the European Un-
jion, the USA (+12.5%) and Switzerland (+22,4%) are
the two main destinations of local exports.

In 2018, exports from the province of Venice reach
5 billion euro. The 6.8% increase in Veneto exports
is due to contributions by the chemical sector (93
million euro more than in 2017), fashion sector

- Foreign trade by province. Values expressed in millions of euro and annual % variation
-2017:2018
Exports Imports
2018 € m % share % var. 2018/17 2018 € m % share % var. 2018/17
Belluno 3,894 6.2 0.1 931 1.9 13.6
Padua 9,987 15.8 4.5 6,601 13.6 3.3
Rovigo 1,459 2.3 -0.7 2,973 6.1 25.9
Treviso 13,551 214 4.6 7,138 14.7 3.0
Venice 5,039 8.0 6.8 5,906 12.2 3.7
Verona 11,423 18.0 1.2 15,593 32.1 6.2
Vicenza 17,959 28.4 1.4 9,417 19.4 1.4
Veneto 63,312 100.0 2.8 48,558 100.0 5.2
(*) 2018 provisional data
Source: Processing of ISTAT data by the Regione Veneto Statistical Office
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(+73 million) and agrifood products (+37 million). In
terms of export markets, the most significant growth
is seen in direct exports to France (+15.8%), the
USA (+13.7%), Spain (+19.2%) and China (+35.6%).
France is confirmed as the biggest importer in the
EU (13.5% of Veneto exports), followed by Germa-
ny with 12.1%. The main reference market outside
the EU remains the US, recipient of 8% of provincial
exports.

Exports from Belluno, polarised by the eyewear sec-
tor, whose sales abroad represent over 70% of the
province's total export flows, reach a value close to
3.9 billion euro. The slight decline in sales of eye-
wear abroad (-1.8% on an annual basis) is offset by
growth in Belluno's other major manufacturing sec-
tors. In fact, sales of machinery abroad are grow-
ing (+6.6%), along with chemical products (+13%)
and computers and electronic products (+8.0%). In
terms of geographical areas, the most striking pos-
itive trends are towards EU markets (+2.8%), which
cover more than 50% of provincial exports, and
Central Asia (+13.8%). In contrast, trends are signif-
icantly negative in the Middle East (-16.4%), Africa
(-17.1%) and East Asia (-3.4%).

Businesses in the province of Rovigo exported goods
for a value of 1.5 billion euro and their foreign turno-
ver fell slightly by an annual 0.7%. The main export
sector in Rovigo remains that of chemical products,
with a 29.9% share of provincial exports, followed
by food products and mechanical products. The EU
markets, which recorded an increase in foreign turn-
over of +1.2%, account for almost 70% of provincial
exports.

2.5 Internal trade and the continu-
ous evolution of the channels and
forms of distribution

Sales

2018 ended with a slight increase in the value of
retail sales in Italy (+0.2% on the previous year), the
result of moderate growth (+0.8% per annum) for
large-scale retailsers (including 4.4% growth in food
discount stores) and a 1.3% decline in sales for small
retailers.

Some regional estimates of large-scale retail'” in
2017 show differences between the areas in terms
of both the composition of large-scale distribution

7 Ancc-Coop, Coop Report 2018 - Economy, consumption and
lifestyles of Italians today.
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sales and trends. In the North-West, the sales of the
largest hypermarkets greatly exceed those of the
supermarkets and in any case leave a small share
to small retailers, while in the North-East it is the
supermarkets that cover the majority of the sales.
Supermarket sales also prevailed in the Centre and
South, but compared to the other areas, there was a
greater presence of local providers (free service and
discount stores).

The deep structural differences are accompanied
by very different evolutionary trends, which show
that Veneto is the Northern region with the strong-
est growth in large-scale retail sales in the past year
(+6.0%), followed by Trentino Alto Adige (+5.3%). In
Central and Southern lItaly, Molise (+7.5%), Campa-
nia (+6.1%), Abruzzo (+5.5%) and Sardinia (+4.7%)
are the regions with the highest growth. Even ob-
serving the ten-year trend, the regions with the
greatest increase in large-scale retail sales remain
unchanged: Trentino Alto Adige (35.8%), Campania
(27.6%), and Veneto (20.4%).

However, the confidence of retail traders contin-
ued to improve at the end of the year: there are
improvements in all the components of the index,
sales ratings and expectations, inventory ratings
and the order volume expectations.

At the same time, at national level, e-commerce
sales continue to grow strongly (+12.1% in 2018
compared to the previous year).

Estimates released by the B2C eCommerce Ob-
servatory of the Politecnico di Milano break down
the growth of the e-commerce market into a strong
market increase for products, which register an an-
nual +25%and reach 56% of total e-commerce, and
a more moderate growth in services, which stop at
+6% compared to 2017.

The top sector is tourism (9.8 billion euro, +6%),
followed by information technology and consum-
er electronics (4.6 billion, +18%) and clothing (2.9

billion,  +20%).
Failed recovery of Ital- ] Among the
ian retail emerging  sec-

tors, furnishings
(+53%) and food&grocery (+34%) are growing at a
sustained pace. It is precisely this latter sector, the
top item of expenditure in the Italian shopping bas-
ket, that should be strengthened in terms of sup-
ply, so as to develop an Italian market on a par with
the main European eCommerce markets, such as
France, Germany and the United Kingdom.

In 2018, purchases made using smartphones exceed
8.4 billion euro, covering 31% of total eCommerce,
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an increase of 40% compared to 2017.

16% of eCommerce sales were cross-border: in
2018, sales from ltalian sites to foreign consumers
are worth 3.9 billion euro and are made up of 68%
in product sales (+11% compared to 2017) and the
remaining 32% in services, driven by the tourism
sector.

The annual focus of the Alkemy Observatory on the
behaviour of Italian online shoppers placed one of
every four transactions in Lombardy, followed by
web shoppers in Lazio, Emilia Romagna, Piedmont
and Veneto. In

Growth in large-scale 2018, in Vene-
retail sales in Veneto to, 36 online
purchases were

made for every 100 inhabitants; an upward trend in
purchases compared to the previous year.

Businesses

In 2018 in Veneto there are 48,845 businesses with
permanent premises, down by 1.5% on the previ-
ous year, having been hit by the sharp reduction in
the number of company headquarters, -2.3%. The
decline is sharper than the national trend (-1.0% per
year).

However, permanent-premises businesses in Vene-
to continue to
represent  6.6%
of the national
total, taking sixth
place behind Campania, Lombardy, Lazio, Sicily and
Puglia.

Retail outlets specialising in the sale of IT and tel-
ecommunications equipment are the only perma-

The climate of
confidence of retail busi-
nesses improves

Sl B7200) - The value of sales in 2018 in Italy

Commercio al dettaglio

Grande Distribuzione

Piccole Superfici

Source: Processing of Istat and Prometeia data by the Regione Veneto Statistical Office
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nent-premises
retail outlets in
the Veneto re-
gion that record-
ed an increase in the last year, +1.6% of the total
businesses. Food, beverage and tobacco business-
es showed slight reductions of -0.7%, as did busi-
nesses specialising in the sale of motor fuel of -0.1%.
More significant decreases were recorded for busi-
nesses specialising in the sale of cultural and recrea-
tional items, -4.5%, and for those specialising in the
sale of household products, -3.1%.

Belluno, Rovigo and Padua were the provinces of
Veneto most affected by the difficulties in the sec-
tor: businesses with permanent premises decreased
by -3.8%, -2.9% and -2.3%, respectively, compared
to 2017. There was a less significant decline in the
remaining provinces of the Veneto region, which
ranged from -1.4% in Vicenza to -0.7% in Venice.
Similar to businesses with permanent premises, oth-
er commercial sectors also encountered difficulties:
the number of wholesalers fell by 1.1% per annum
in 2018, brokers closed the year with a -1.9% de-
crease, while businesses operating in the trade and
repair of cars and motorcycles recorded a slowdown
in growth compared to previous years (+0.7% in
2018).

The number of Internet retail companies registered
with the Italian Chambers of Commerce at the end
of 2018 more than tripled in 10 years, with an aver-
age annual increase of 23.9%. In Veneto, the trend is
almost identical; in ten years, Veneto retailers trad-
ing in all types of product via the Internet have gone
from 419 in 2009 to 1,392 in 2018, with an average
annual increase of 23.2%.

In 2017, the Veneto large-scale retail network has
more than 2,000 establishments, more than 41,000
employees and almost 3 million square metres of
retail space. Overall, there is an increase in number
of businesses (+1.9%) the number of employees
(+7.3%) and retail space (+3.3%) compared to the
previous year.

There are signs of expansion in all forms of large-scale
retailing, but with very different paces and trends.
The number of
supermarkets,
which make up
over half of all
establishments,
remains essentially the same (-0.3%), while at the
same time seeing a growth in the number of em-
ployees (+3.8%) and retail space (+1.0%).

E-commerce
continues its expansion,
even across the border

Further decline
in traditional shops
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Hypermarkets continue to grow in number (+3.6%),
retail space (+2.7%) and workforce (+7.1%).

There is a decrease in number of mini markets
(-0.8%) and the relative total retail space (-0.5%),
but the number
of  employees

Only businesses spe-
cialising in IT and tele-

.. still increased
communications prod- (+1.2%)
ucts buck the trend ’ ' .
The most sig-
nificant  growth

concerns department stores, which boomed in
2017: +13.6% establishments, +12.2% retail space
and +21.9% employees. These increases are seen
throughout almost the entire country and may be af-
fected by a growth component due to the fact that
this distribution format includes certain businesses
with characteristics typical of specialised distribu-
tion, but which do not comply with the size restric-
tions foreseen for such classification.

Specialist stores also registered a more than positive
trend in 2017, with growth in businesses (+5.8%),
employees (+14.3%) and retail space (+4.5%). The
main product specialisations in the specialist stores
in Veneto are: textiles/clothing/furs, for more than

m - Annual quota and percentage
variation of businesses with permanent premises
according to commercial specialisation. Veneto
- 2018
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25% of businesses; furniture/furnishings/textiles for
the home and household appliances/electronics/
computers, together for over 15% of businesses.
Among these principal sectors of specialisation, the
textile and clothing sector and the household ap-
pliances sector closed 2017 with an increase com-
pared to the previous year (respectively +9.4% and
+4.7% of stores). Only home furnishings closed the
year with a decline in stores (-5.6%). It is also worth
noting the positive performance of the specialist
stores in footwear (+24%) and sports goods (+20%)
and the decrease in the stores dedicated to DIY
and gardening

In Italy and Veneto,

e-commerce compa- (-6.7%).
nies have tripled in ten
ears
: 2.6 Ten

years on from the start of the re-
cession, the labour market has
been profoundly transformed

Ten years on from 2008, the year in which the re-
cession began, employment in ltaly has risen past
pre-crisis levels,
but the structure
of the ltalian la-
bour market has
been profoundly
transformed: the cyclical phase, characterised by a
double and intense recession and subsequent recov-
ery, has contributed to the extensive reorganisation
of employment as part of long-term changes already

Signs of expansion
from all forms of large-
scale retail distribution

underway. The past decade has seen a profound
transformation in the productive fabric, which has
led to a shift in employment towards working as an
employee (as opposed to self-employment), with an
increase in fixed-term employment and a significant
expansion in part-time employment.

An important structural effect of the recession has
been the strong increase in involuntary part-time
work: in ten years, part-time workers who have not
found a full-time job have increased in ltaly from
5.8% of the total employed in 2008 to 11.4% in
2017, against the fall in full-time workers. This is
due, on the one hand, to the weakening of labour
demand and, on the other hand, to the restructur-
ing of employment by sector of economic activity,
which has increased the weight of sectors with a
higher concentration of part-time work (hotels and
restaurants, business services, health and domestic
services) and decreased that of sectors with more
full-time employment (industry in the strict sense
and construction).

In addition to the characteristics of the work, the
socio-demographic composition of workers has
also changed in the last ten years. The economic
cycle has been accompanied by long-term structur-
al changes, with different degrees of impact on the
various population groups. Overall, the total pop-
ulation of people in employment is more "senior"
and more educated than ten years ago, although it
must be stressed that compared to the past, work-
ers today are more often overqualified; there are
also many more women in employment.

Supermercati Ipermercati Minimercati

FlBPAEEel) - Stores, retail space and number of employees in large-scale retail trade. Veneto - 2017

Grandi
magazzini

Source: Processing of data from the Italian Ministry of Economic Development by the Regione Veneto Statistical Office
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More specifically, the presence of women in the Ital-
ian labour market has increased, with the employ-
ment rate rising from 47.2% to 49.5%. In 2018, half
a million more women are employed (+5.4%) than
in the same period of 2008, while there are 370,000
fewer men (-2.7%). The latter declined steadily be-
tween 2008 and 2013 (about 900,000 fewer men
employed over five years), mainly affected by the
negative trend in construction and industry; while
female employment, concentrated in the tertiary
sector, between 2008 and 2013 recorded a fluctu-
ating situation, up to 2014, when it resumed growth
at a faster pace than men.

Then there are the changes in pension regulations
stemming from problems of financial sustainability
linked to the ageing of the population and lower

fertility rates.
Employmentisontherise, | The resulting Eu-
but there are increasing num- | ropean  recom-
bers of temporary contracts | mendations'®on
and overqualified workers increasing  the

employment  of
people in older age groups have led to an increase
in the number of employed people in the 55-64 age
group: in ten years, the employment rate of 55-64
year-olds in Italy has increased by more than 19% to
53.7%, compared to 34.3% in 2008.

Veneto in These Ten Years of Labour

Market Transformations

Let us now analyse in detail the situation in Veneto,
in the broader Italian scenario, and the changes that
have occurred in the labour market over the last ten
years.

According to updated data from the Labour Force
Survey conducted by Istat, in 2018 the Italian la-
bour market showed new positive developments.
For the fifth consecutive year, employment has ris-
en and unemployment has continued to fall: more
than 23 million people are employed and 2,755,472
are seeking work, i.e. 0.8% more and 5.2% less than
last year, respectively. As a result, in the space of a
year, the employment rate of 15-64 year-olds in Italy
has risen from 58% to 58.5%, thus returning to the
2008 level, and the unemployment rate has fallen to
10.6% compared to 11.2%, still a long way, howev-
er, from the average levels of ten years ago (in 2008

® The Lisbon Strate-
gy already set a tar-
get of 50% employ-
ment among 55-64
year-olds by 2010.

More working women
and older workforce
over past ten years
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it was 6.7%).

In Veneto, employment is still growing significantly,
while unemployment is slowly reversing the decline
recorded in recent years and again starting to rise
slightly. However, this rise is probably more due to
the effect of greater participation in the labour market
of people who were previously not actively seeking
employment; in one year, the number of employed
increased by 0.6% and the number of unemployed
by 2.6%, while the number of people not seeking em-
ployment decreased by 2.7%.

In 2018, there are 2,139,160 employed people in
Veneto, a rate of 66.6% of 15-64 year olds, com-
pared to 66% in the previous year and 66.4% in
2008. There are147,390 people looking for work,
with an unemployment rate of 6.4% compared to
6.3% in 2017 (3.4% in 2008), which is associated
with an increase in the rate of activity in one year
from 70.6% to 71.3%.

Once again, Veneto confirmed its position as one
of the leading regions in ltaly: it has the fifth high-
est employment rate among the ltalian regions and,
despite losing a couple of positions in the ranking
for the lowest unemployment (Emilia Romagna and
Lombardy recorded a sharp decrease in unemploy-
ment rates this year), it remains among the top posi-
tions for the lowest overall and youth unemployment
rate (fourth place in both cases). More specifically, in
2018, with an employment rate of 71.5% for 20-64
year-olds, the Veneto region is getting ever closer to
the European target of 75% set for 2020 by the Eu-
rope 2020 Strategy and has already been exceed-
ing the Italian government's lower target of 67% for
years'.

Ten years on from 2008, the structure of the labour
market in Veneto has also undergone significant
changes.

The labour market in Veneto is recovering, employ-
ment has been growing in recent years, but this
growth concerns only subordinate employment
and is concentrated mostly among employees with
temporary contracts. In 2018 there were +12,745
employees in Veneto, or 0.8% more than in 2017.
This increase is due only to the fixed-term contract
component, up by 10.9% compared to the previ-

% The Europe 2020 Strategy is a ten-year strategy proposed
by the European Commission in 2010. It is based on a vision of
smart, sustainable and inclusive growth and identifies priorities
and goals to be achieved. On the subject of employment, the
Commission has set an ambitious target: to reach 75% employ-
ment among 20-64 year-olds by 2020. Given the complex situa-
tion of the national labour market, the Italian government has set
a more realistic target for Italy of between 67% and 69%.
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ous year (an increase of around 28,000), while "per-
manent contract" employees decreased by 1.1%
(down by over 15,000 units). Compared to ten years
ago, there is an evident increasing use of fixed-term
contracts: from 11.9% of total employees in 2008 to
17% in 2018.

In ten years, there has also been an increase in part-
time employment and, significantly, in involuntary
part-time employment. This phenomenon is an in-
dication of employment difficulties and is, for all
intents and purposes, a mismatch between labour
supply and de-
Growing employment, | mand; these
stable unemployment employees  are
employed on a
part-time basis, not by choice, but for external rea-
sons, mainly due to business needs.

In 2017 in Veneto, the proportion of involuntary
part-time workers was 8.8% of the total workforce,
compared to 4.2% in 2008. Compared, however,
to other Italian regions, once again the situation in
Veneto is good. Veneto ranks second in the regional
rankings for the lowest levels of underemployment
(Trentino Alto Adige is first with 6.9%, and the Italian
average is 11.4%).

In line with the national trend, in addition to a mis-
match between supply and demand, the increase
in involuntary part-time employment is partly due,
also for our region, to the restructuring of employ-
ment towards sectors of economic activity where
reduced-hours contracts are more widely used. In
the Veneto region, in ten years, against a sharp fall
in the number of workers in industry, and particu-
larly in the construction sector (from 2008 to 2018,
-33% people employed in the construction sector in
Veneto and -28% in Italy), there was growth in agri-
culture and services of 10.4% and 8.4% respectively.
This context also involves the concept of "quality
work". Working may not be enough and this is con-
firmed by the data on poverty. Being forced to work
fewer hours than desired, for example, highlights
the inadequacy of the job as a source of income, so
much so that it becomes a cause of marginality with
respect to the potential availability of the worker. For
young people, then, the downward shift in wages,
the types of "low quality" and "low intensity" work
that are becoming increasingly widespread, the de-
layed entry to the world of work, can only increase
the risk of being poor despite earning a salary.

In our region, too, there are clear signs of the impact
of ongoing socio-demographic changes on employ-
ment.

The type of employ-
ment is changing...

increase in num-
ber of women in
the labour mar-
ket continues. Compared to the previous year, in
2018 employment in Veneto further increases for
women, with a rate of 58.2%, more than 1 percent-
age point above the value of the previous year and
2.5 percentage points more than in 2008. And there
are increasing numbers of women with even small
children who are working: in fact, the employment
rate of women with at least one pre-school child is
growing, alongside that of women without children,
which rose from 76.3% in 2008 to 82.1% in 2017.
Young people have been particularly affected by the
recession, while employment levels for people aged
55-64 are increasingly high. With the recession, in
the space of a few years, in fact, youth unemploy-
ment in Veneto increased by 17 percentage points
between 2008 and 2014, reaching a rate of 27.6%
in 2014. Fortunately, with the recovery, the rate has
fallen significantly, currently standing at 21%, the
fourth lowest value among all Italian regions. And
the data relating to NEETs, i.e. young people Not
in Employment, Education or Training, reveal the
advantageous condition in which our young people
find themselves compared to other Italian regions.
In 2018, there are104,307 15-29 year-olds in this sit-
uation, 2.3% less than the previous year, represent-
ing 14.8% of the young people from Veneto in this
age group, the third lowest rate in Italy.

At the same time, in this decade the employment
rate among people aged 55-64 continues to grow.
The ageing population, combined with lower fertil-
ity, is one of the main challenges facing lItaly and
the European Union.. European governments have
committed themselves over the last two decades to
pursuing an increase in retirement age and achiev-
ing a significant increase in the employment rate of
older people. The emergency of ageing and the re-
cession has highlighted the need for political action
to promote the more prudent management of pen-
sion savings, improving the long-term sustainabili-
ty of public finances and ensuring the adequacy of
benefits and the expansion of the active population.
To achieve this, the Lisbon Strategy set a target for
2010 of 50% employment among 55-64 year-olds.
Today in 2018, 55.6% of 55-64 year-olds in Veneto
work (53.7% in Italy), compared to the much lower
figure of 32.1% in 2008; in just ten years this rate has
seen an increase of over 23 percentage points.

A brief mention of the current "Quota 100" Italian

j The  significant
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THE TOOLS FOR A SUSTAINABLE DEVELOPMENT MODEL:
ECONOMIC ACTIVITIES AND EMPLOYMENT
FROM ECONOMIC SITUATION TO TRENDS

pension policy should be made here. The European
Commission has criticized lowering the retirement
age, declaring that this would entail greater bur-
dens for the State. To this the Honourable Claudio
Durigon, Undersecretary of Labour, replied that
"The resources allocated to Quota 100 amount to
around 22 billion in three years. | understand that
whenever we tackle the pension system, we do not
look at the human side of people, worn out by work,
but even looking at the accounts there are compari-
sons to show that the measure is sustainable”.

... along with the workers ]

Sl BVA-A - Labour market indicators. Veneto - 2008:2018
Variazioni % annue degli occupati per posizione professionale % occupati per regime orario
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(*) Employment rate = (Employed/ Reference population) x 100
(**) Unemployment rate = (Jobseekers/Workforce) x 100
Source: Processing of Istat data by the Regione Veneto Statistical Office
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