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EXECUTIVE SUMMARY

When the SME Instrument officiallypok off in January 2014the first task wasto set upfrom scratch
a mechanismable to select, contract and coach thaost innovativeSME in Europe After two years
more than 1200 SMEfave been selectetb receive grantsand 513 million euros have beeimvested
in their success.

These companieare asdiverseas Europethey are early stage starups with disruptive ideas and
great potential to scale up fastscale-ups with confirmed customers ready to move to new markets,
family businesses wanting to diversiftheir business offer ando innovae, service companies with
confirmed business offetookingto get their first innovative producbn the market research oriented
SMEs readyo deploya new technolog§f These companiesare all out there, workingin all domairs.
Whatthey have in commoiris high potential forinnovation andavid ambitions to grow.

Thegoal of the SME Instrument is tareate abusinessecosystem that stimulates the most creative
SMEsin creating smart growth and johswhile contribuing to solving the societal challenges fo
Europe

It all started in 2014 when the selection and granting machinerwas put in place. 2015 saw
streamlined processes and the launch oéxclusive coaching services to granolding SMEs At
present,our aim isto deliverfully-fledged supporto market launch build a realcommunity between
the funded SMEs antink them withinvestors and potential clients.

This report analges what has beenachieved so fawith the SME Instrumentt outlinesthe profile of
funded SMEgreseris their innovatiors and outlinesfirst emerging results.



INTRODUCTION

Ndi ~" -+, /" oc @POorhijlitn Framewd?ki Pdogram' for Réséamch a@d Innovation
Horizon 2020 , contains a dedicated tool for financing innovation in small and medisized
enterprises (SMEsY9% of all businesses in Europe are small and medigined enterprises (SMES)
While mosttop innovationsemanate from SMEsnvestment for early stage, highisk companies is
not easily availablen Europemaking it difficult for highpotential SMEs to bring their brilliant ideas on
the market and to scale up. Adi¢ risk capital market fails to support them in this critical moment,
small businesses are stuck in theo-called "valley of death".The SMEnistrumentwants to address
this market failure andsupport SMEs in bringing their innovations to the market.

The programmaes deliveredin three Phase. Phasel offers a lump-sum grant of ©50.000 to carty

out a concept and feasibility assessmemhase2 investsbetweenO0,5 and 25 milliont in innovation
activities such as demonstration, testing, prototyping, pilot lines, scale studies and market

replication In addition to their grant<SMESs receivéilor-made business innovation coachihdPhase3

aims to amplify the economic imact of the funding by providing additional services to SMEsese
servicesinclude networkng, exchangingand learnng from each other finding new customers and
partnerships (other SMEs, large enterprises, investors, public procuegrdarticipaing in trade fairs

within or outside the EUServices undePhase3 will be fully implementedas of 2016-2017.

In 2014-2015, SMEscouldapply for grants under 13 thematic topics: Open and Disruptive innovation

(ODI) in the ICT industry, Nanotechnology and miate (NMP), Space, Biomarkers and related

diagnostics (Health), Food and fowdlated applications (Food), Blue growth, Energy, Transport, Eco
innovation and raw materials (Ee@novation), Critical infrastructures (Security), Industrial

biotechnology (Ritec), Egovernment (INSQ 9) and New Business Models (INSQO).

The competition is very tough the programme’sevaluation system focuses on selectimgly the best
of companies proposingthe most innovativeideaswith a real chance of disrupting the market and a
very high growth potentialThe companies' projects need to belaast onTRL 6to participate The
selection is made by highly skilledxpert evaluatorswho have a good understanding of the market
and the topicareas- mainly serial entrepreneurs, business coaclaesl investors.

The expected impact of the programme is tboost Europe's competitiveness icutting-edge
innovative areasand generategrowth and jols. The investments made in SMEs also aimrtroduce
innovative solutions to save energy, make our cities smarter, improve health seryicesther words
finding solutions to the societal challenges that we as European societies are facing

Funding under the SME Instrument will be deployed incremantdtl has been foreseen thaa
minimumof 2r ja ]joc oc°" Cjmduj i -+-+ Nj~d o\lg >c\g
di _pnomd\g o ~“cijgjbd > n» rdgg .]r cd”dcnonmdk np on " _i oonc m
400 million per year for the pead 20142020, oc~ admno t \mn% ] p_b on r°
260 million, respectively. The results presented in this report, in particular success rates and other
indicators linked to the available budgedre to be readkeepingthis in mind Thetable below shows

the indicative budgets per topic foreseen in the Horizon 2020 Work Programme ZIii4.

10c’ b m\ i & milioninfhé&althoejateddopics

2 3 days for a Phase 1 project and 12 days for a Phase 2 project

3 Technology Readiness Leve| echnology demonstrated in a relevant environment (industrially relevant environment in
the case of key enabling technolazs)



Table 1 SME Instrument budget per topic 2014 -2015

Topics Indicative budgets in
GO
2014 2015

Information and Communicatiofiechnologies
ICT (ODI) Open Disruptive Innovation Scheme 45,00 43,00
Nanotechnologies, Advanced Materials, Biotechnology, Advanced Manufacturing and Processing
NMP:Accelerating the uptake of hanotechnologies, advanced 21,80 23,80
materials or advanceananufacturing and pocessing technologies
BIOTECSME boosting biotechnologyased industrial processes 3,80 2,40
driving competitiveness and sustainability
Space
SPACESME support to space related activities 8,50 8,55

Health, demographichange and welbeing

HEALTHCIinical research for the validation of biomarkers and/or 66,10 45,00
diagnostic medical devices

Food security, sustainable agriculture and forestry, marine and maritime and inland water research g
the bio-economy

FOOD:Resourceefficient ecainnovative food production and 10,00 17,00
processing

BLUE GROWTH: Supporting efforts for the development, 4,00 5,00
deployment& market replication of innovative solutions for bly

growth

Energy Challenge

ENERGYStimulatingthe innovation potential of SMEs for a low 33,95 34,76
carbon and efficient energy system

Smart, green and integrated transport

TRANSPORTSmall business innovation research for Transport 35,87 38,96

Climate action, environment, resource efficiency aad materials

ECQOINNOVATIONBoosting the potential of small businesses for 17,00 19,00
ecoinnovation and a sustainable supply of raw materials

Europe in a changing worlglinclusive, innovative and reflective Sociefies
INSO - 09: Innovative mobiles-government applications by SMEs 4,00

INSO - 10: SME business model innovation 11,00

Secure societies Protecting freedom and security of Europe and its citizens

SECURITYProtection of urban soft targets and urban critical 7,00 7,40
infrastructures
TOTAL 253,02 259,87

4 These topics were operated in 2015 only



This report aims to show the first trends emerging from the two first years of implementation, to
provide details about the selected SMEs and to outline the first results of the programme.

The SME Instrument is at a very early stage. Nevertheless we can already see that the program has
attracted a good number of highly innovative companies with potential for fast growth. This can be
seen, amongst other indications, in the latest Deloitte tfagrowing enterprises rankingThe
programme has also been successful in targeting newcomers tofllding schemes and small
companies in an early stage of development.

The report shows on several occasions that the fundimat only helps companies momdaarily to
progresson their pathto the market but has a sustainable supporting effect,sait helps them
generate growth anegmploymentand to attract private followon funding. Itsimultaneoushyincreases

the value proposition of the company and decreadbe risk for investos to supportthe company
further on its journey into the marketLikewise, the coaching services proposed under the SME
Instrument have longasting and structural supporting effects on the companies.

Chapter ldisplaystrends concening applicants, topics, countries, success steesubmissionsand
transition fromPhasel to Phase2. Moreover, iexplairs how evaluatiows take place.

Chapter 2showsthat the SME Instrument gives fast results to applying SMEsnanages todeliver
its first payment even faster than its US counterpart that inspired the program in the first place.

Chapter 3 describes the funded SMEs in terms of size, age, industry sector and life cycle context.

Chapter 4 explains what markets the funded SMiant to address andhe type of private investment
they are gathering.

Chapter 5 describes business innovation coaching: the method, the community development, the
challenges identified by funded SMEs, the activities implemented and the feedback received.

Chapter 6presents differenttypes of projects financed under th€ME Instrumentopics.
Chapter 7 describes the first results from the firBthasel SMEs funded.

Chapter 8 presents several success storidhe focus is on athcting investment and expaiig
markets rather than jobs and growthes the impact on the latter twocannotyet be fully assessed
with the amount of data available at this point



1. Trends from evaluation
1.1.Quality over quantity?

The SME Instrumentis run as an open calWwhich meansthat applicants can submit their pjects at
any time. Fourtimes per year submitted project proposalsare gathered and evaluatedn the so
called cutoff dates. From 2014 t02015, 7 cut-offs were run forPhasel and 6 for Phase2. An SME
or several SMEas part of a consortium can submit a projeproposal undeione of the 13 different
thematic calls. Each eligibleoroject is evaluated by four different experts. If an evaluated project is
rejected it carbe submited again.

The great number of proposals received for tHigst Phasel cut-off that closed on 18 June 2014
confirmed that the SME Instrumerihad beenlong awaited, attracting broad attention from the
business world across the continenthis very first cutoff yielded a record number of 562
applications Sincethen the number ofincoming projed for each cutoff has stabilised around D00
for Phasel and 1.000 for Phase2. Overall in the period of 20142015 a total number of 19320
projecs werereceived14.485 proposalswere submittedin Phasel and 4835 in Phase2. Thefigures
in the report are basedexclusivelyon the number ofeligible applications andhon-eligible oneshave
been left aside(185 in Phasel and 96 inPhase2) (SeeTable2 toTable)

Table 2 Key figures from evaluation

Phasel Phase2 Total ‘

Cut-offs 7 6 13
Projects submitted 14.485 4.835 19.320
Eligible Projects evaluated 14.300 4.738 19.038
SMEs in submitted projects 15.614 6.157 21.771
Projects selected 1.166 278 1.444
SMEs in selected projects 1.284 356 1.640

For Phasel the number ofsubmitted projectshas converged very quickly to around 2.000, with an
overall success rate ofbout8%. In December 2014 an extra budgetas obtained which explains the
higher numberof financed SMEsfor that cut-off. In order to avoid asimilar situation in 2015,the

budget was frontloaded in the
I ——  \|arch 2015 cutoff. However,a

The SME Instrument is attractive to small businesses and h  Slight overshooting led to two cut

reached a critical mass of submissios# accounted for more Oﬁ$ (June_and September 2.015)
which received fewersubmissions

s 210 122 cOmpanieswere selected
resulting in succss rates of 6%

and 7% respectively(see Table).
These early budget issudsgave now beerovercome and available budgetre managed moresvenly
during the year. It should be noted here that the services of the European Commission ceasacr
the respective topic budgets during a running year, whi@dn impactthe number of companies
selectedand the respective ratios.

For Phase2, the number ofsubmitted projectsfluctuated around 600 during the first three cuoff
dates.However, fromJune 2015 onwards the number increasesignificantly to reach an average of
1.000 projectsfor the remaining cutoffs of 2015. This sudden increase in numbers can be partly

> A project is considered ineligible if it violates fundamental administrative conditions related to the call (eg. Submit two
projects to a same call)
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explainedby the fact that the first financedPhasel projectshad ended and were ready teubmit
their proposals folPhase2 (see

Table). Anotherexplanationis the increasing number of resubmissioa$ each cutoff (see chapter
1.2.9).

Table 3 Key Figures from Evaluation Phase 1 by cut-off

Cut-off Date Total number of Selected Success rate
Evaluated projects
Projects

June 2014 2,602 155 6%
Sep 2014 1,917 178 9%
Dec 2014 2,328 259 11%
Mar 2015 1,539 149 10%
June 2015 2,018 128 6%
Sep 2015 1,861 122 7%
Nov 2015 2,035 175 9%

Totals 14,300 1.166 8%

Table 4 Key Figures from Evaluation Phase 2 by cut - off

Cut-off Date Total number of Selected Success rate
Evaluated Projects
Projects

Oct 2014 571 60 10%
Dec 2014 611 74 12%
Mar 2015 597 37 6%
June 2015 946 44 5%
Sep 2015 945 33 3%
Nov 2015 1,068 30 3%

Totals 4,738 278 6%

These numbers show that overabhe SME Instrument has attracted attention and interdsdbm SMEsS
across Europe. But does qualityllow from quantity?

One wayto assess the qualityof submitted proposalds to look atthe number of evaluatedoroject
that score abovethe threshold granting eligibility for funding. Indeed, he Horizon 2020 Work
Programmefor 2014-2015° fixed

these thresholdsat 13 out of 15 E———————————————

points for Phasel and 12 out of . . . . .
15 points for Phase2. The projects The quality of submitted projects has improved over tinr

that score above these thresholdswhile the number of proposals, in particular in Phase 2, |
are in principle eligible for funding. increased steadily.

Neverthelesspnly the top projects

actually receive a gran toe e N Clin C

6 http://ec.europa.eu/research/participants/data/ref/h202%2014_2015/main/h2026wp1415-sme_en.pdf, retrieved on 29
June 2016
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on the funding available

The share of projecs above threshold has increagd over time Initially in Phasel only 12% of
submitted projectsscored abovehreshold while in Septembe2015, 18% of proposals reachedt. The
overall averagefor 2014-2015 is 15%. This trend is even more accentuated Phase?2. At the
beginningof the programme24% of projectsscored abovehreshold This sharehas almost doubled
to 40% in November 2015Applicants haveclearlydeveloped an understanding @fhat is expeced of
their applications Thishas led to an increase of theoverall quality of submitted project proposals
during these two year¢seeFigure2 and Figurel).

The challenge for the coming years will be to further increase theaity of incoming project
proposalswhile deceasing thenumberof SMEssending applicationfust to try their luck attracted by
the simplified application processes

Figure 1 Phase 1_Results of evaluation per cut -off
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Figure 2 Phase 2_Results of evaluation per cut -off
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1.2.Success rates - what are the chances of receiving a grant?

1.2.1. Overall Success rate

After two years of implementatiorthe overall success ratef the SME Instrumenis 8% for Phasel
and slightly below &6 for Phase2. Thisconfirms thatthe SME Instrumenis a highly competitive

programme.lt attracts many SMEsand rewardsthe best These

success rates areomparable to the

selection ratesof private investment fund and acceleration proggmmes offering "smart money. For
instance Microsoft venture$ has a 5% success rateStartupbootcamp 3-5%, Y Combinatdr

Acceleratoprogramme 35% andTechstars Accelerator programiid-1,5%.

|
SME Instrument is a highly competitive programme:
attracting many and choosing the best.

Furthermorea narrowsuccess rate
can also be seen as an advantage
as it constitutes a proof of
excellence and can be used by the
selected SMEsas leverage for
private followon funding It
thereby further closs the funding
gap for highly innovative and

highly riskySMEsthe target groupof the SME Instrumenisee chapter 7.2)

The SME Instrument was allocatéd253 million in 2014 and ©260 million in 2015. Figurs 3 and 4
provide data onthe budget distributionthe number of evaluatedprojectsand the success rateper
cut-off. The latter fluctuate depending on the available budget per-ofit

7 https://www.microsoft.com/bizspark/plus/default.aspx, retrieved 28 June 2016
8 http://www.startupbootcamp.org/blog/2016/04/4ttighlights 2016-startupbootcampfintech-selectiordays/, retrieved 28

June 2016
% https://www.quora.com/Hemany-people apply-to- Y-Combinatoreachcycle,
10 http://www.techstars.com/, retrieved 28 June 2016

retrieved 28 June 2016
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1.2.2. Success rate by Topic

The SME Instrument is composed of 13 topics with rilegcedbudges (see
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Tablel). Thereforeeach topic has apecific success ratavhichdepend on thebudget available as
well as the number and quality of submitted projects. InPhasel, Space (16%)Security(14%)
and Health(14%) topics had the highest successgates. On the other side of the spectrunCT (ODl)s
one of the most attractive topicsvhichreflectsin its low success ratg5%) (SeebelowFigure 5.

Figure 5 Phase 1 2014 -2015: Budget (K O #E&aluated projects and success rates by topic
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Besidesthe budget andthe number of submissionsthe sucess ratesper topicfor Phase2 are also
influenced by the averge size ofthe grants awarded toprojecs. For instancejn the Health topic
grants are mostlyallocated tovery expensiveclinical trials for promising biomarkerdhe average
grant size is aboutd3,3 million. Thisresuts in a success rate of 4%lespite the highness of the

availabletotal budget(SeeFigure6).
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Figure 6 Phase22014-, * +/ 4 <o”a _n " +praebi#, &uccess fatesogndavetage grant amount by
topic
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Observable trends regardinthe most popular topis do exist In Phasel the highestnumber of
evaluated projects wai the ICT QD) topic (4172 projects representing about 29% adll evaluated
proposal3. The £cond most important topievas Energywith 1,739 submitted projects (12% of all
evaluatedproposal3. The lowestnumber of submitted projects wareceivedby the Blue Growth topic
with 182 projects just abovel% of all the evaluated project{See Table 5.

Table 5 Results of evaluation by t opic Phase 1

Evaluated projects

trl?r Elsjr?o\{\cli ABOVE threshold
S;rzggggd E:/oarlgi:g N SIEEsS Selected SEE
(incl. (excl. selepted projects A

ineligible)  ineligiblg ~ Prolects irreEinele
Blue Growth 185 182 160 6 16 12% 9%
BIOTEC 366 364 313 30 21 14% 6%
Security 309 302 242 18 42 20% 14%
ICT (ODI) 4222 4172 3673 288 211 12% 5%
INSO (9 and 845 831 742 55 34 11% 4%
10)
Transport 1313 1299 1103 47 149 15% 11%
NMP 1623 1607 1336 158 113 17% 7%
Health 1219 1206 1008 33 165 16% 14%
Eco 1494 1475 1191 177 107 19% 7%
Innovation
Food 879 865 690 81 94 20% 11%
Energy 1754 1739 1509 57 173 13% 10%
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Space 276 258 214 3 41 17% 16%
Totals 14485 14300 12181 953 1166 15% 8%

In Phase2, the ICT (ODHopic still yieldsthe highest number ofvaluatedprojectswith 1,340 projects
out of 4,738 (28%). The Spacetopic hasthe lowest nhumlter with 53 projects (1% of evaluated
projecty. The Health topitiolds the highest proportion gbrojectsabove threshold (8%) but has the
lowest success rate (4%Pn the other hand, thé&pacetopic has the highestsuccess ratewith 23%
(SeeTable 6.

Table 6 Results of evaluation by Topic Phase 2

Evaluated projects

Below Thresholc Above Threshold
Subr_nitted Evaluated Projects
. Projects Proposals Not Funded Funded
Topic . . Below .
(incl. (excl. Projects projects
ineligibles) _ ineligibles) 2Rl Erizselte

Blue 83 81 67 9 5 17% 6%
Growth

BIOTEC 102 100 64 30 6 36% 6%
Security 142 137 81 46 10 41% 7%
ICT(ODI) 1367 1340 899 392 49 33% 4%
INSO (9 192 187 146 31 10 22% 5%
and 10)

Transport 429 422 276 100 46 35% 11%
NMP 527 521 320 174 27 39% 5%
Health 751 736 382 323 31 48% 4%
Eco- 418 413 260 129 24 37% 6%
Innovation

Food 236 232 175 36 21 25% 9%
Energy 529 516 339 140 37 34% 7%
Space 59 53 32 9 12 40% 23%
Totals 4835 4738 3041 1419 278 36% 6%

Not onlydoesthe succesgate vary betweentopics, but the share ofprojectsabove thresholdiffers
according to topicsin Phasel, around20% of projects score above threshold the Security, Eco
Innovation and Food topic On the other side of thespectrumthe INSO(9 & 10), Blue Growth andCT
(ODI) topicscount 11-12% of projects scoring above threshold. InPhase 2, leaving aside the
statistically nonsignificant topic$', the Health topictotals the highest share ofprojects above
threshold (8%), followed bythe NMPtopic (39%). Again, Blue Growth andNSO(10 & 9) are the
topics with the bwest share of SMEs passintgreshold (respectively % and 2%). Only ICT (ODI)
appearsto do bettercomparedto Phasel with 33% of projects above thresholdt should be noted
that for Phase2 the threshold is lower than ifPhasel (12 instead of 13) which explains the high
share ofprojectsabove threshold.

11 Blue growth, Biotec, Security, INSO (9 and 10), Space
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1.2.3. Success rate by Country

The success rateper countryis simply the share of grants allocated to projects from a certain
participating country in relation to the total budget for grantBhe number ofrojectsproposeddiffers
considerably between countrieand phasesIn Phasel the largest budgetshares went to Spain
(21%), Italy (17%), the United Kingdom (12%), Germany%), France (5%) and the Netherlan{#%0).
These countries make out 65.78% of the allocated budgfmt 2014 and 2015.1t is worth notingthat
Italy and Spainaccountfor the highest numbes of evaluated projectsas well, withltaly proposing
2768 projects(15%) and Spain2195 (21%) (SeeTable 7.

A high number of submissions per

_ _ _ countrydoes not automatically correlate
In Phase 1 Spain, Italy and the United Kingdom cap with a larger share of selected projects

50% of the budgetwhile Ireland, Denmark and Swec out —of the projects evaluated

. . : Infrastructure appears to play an
are the most effective, holding the highest shares « important role in this regard Whereas

selected applications. some innovation support infrastructures
encourage as many companies as

s 0SSIDIE 10 apply for the SME
Instrument, ¢her national and regional

systems put astronger emphasis on advi¢gsuch asdeterminingthe stage of product developmenat
which submittinga projectproposalcould be the mostbeneficialfor an SMEThisapproachappearsto
create more results, as reflectedn Phasel through the success rates ofreland (16%), Denmark
(14%) and Sweden(14%). The Faroe Islandsare a statistical anomalywhere 1 out of 3 submitted
projects were selected creating a very high success rat@83%). The same applies to IcelanBee
Table 7

Table 7 Phase 1 Results of evaluation 2014 -2015 by country

Evaluated Projects

Country Nur_nber of Evaluated U Below Total funds
projects Threshold Above Threshold received
Not Funded Projects Funded
Projects B0 projects
Budget
Albania 2 2 0 0 0
Anguilla 1 0 1 0
Austria 155 123 13 19 950,000
Belgium 179 152 10 17 850,000
Bosnia and 10 10 0 0 0
Herzegovina
Bulgaria 352 342 6 4 200,000
Croatia 110 103 3 4 200,000
Cyprus 62 56 3 3 150,000
Czech Republic 159 145 10 4 200,000
Denmark 285 217 28 40 2,000,000
Estonia 164 134 8 22 1,100,000
Faroe Islands 3 2 0 1 50,000
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Finland 336 289 15 32 1,600,000
France 636 535 38 63 3,150,000
FYROM 19 19 0 0 0
Germany 894 741 72 81 4,050,000
Greece 294 270 14 10 500,000
Hungary 674 630 24 20 1,000,000
Iceland 22 17 1 4 200,000
Ireland 208 161 14 33 1,650,000
Israel 254 204 19 31 1,550,000
Italy 2768 2411 163 194 9,700,000
Latvia 113 105 5 3 150,000
Lithuania 100 84 7 9 450,000
Luxembourg 24 22 0 2 100,000
Malta 27 26 1 0 0
Moldova 11 9 2 0 0
Montenegro 6 6 0 0 0
Netherlands 501 425 33 43 2,150,000
Norway 164 129 16 19 950,000
Poland 677 637 20 20 1,000,000
Portugal 362 312 26 24 1,200,000
Romania 151 148 2 1 50,000
Serbia 64 57 5 2 100,000
Slovakia 180 166 8 6 300,000
Slovenia 410 373 16 21 1,050,000
Spain 2195 1748 205 242 12,100,000
Sweden 287 229 18 40 2,000,000
Turkey 238 222 9 7 350,000
Ukraine 13 12 0 1 50,000
United Kingdom 1190 908 138 144 7,200,000
Totals 14300 12181 953 1166 58300000

A similarpicture can be drawn fromPhase2 wherethe top 6 most successful countrieare the same
as in Phase 1. Only the order is alteredhe United Kingdomscoresthe highest(16%), followed by
Spain (14%) ltaly  (9%),
Netherlands (8%),Germany (8%)
Phase 2 accounts for 89% of the SME Instrument budg and France (8%).The countries

and grants are more evenly distributed among countrie with the highestshares of selected
: : : : projeds are again Ireland (12%)
than in Phase 1. United Kingdom, Spaln.and Italy captt and Sweder(9%) (See Table 9.
39% of the budgetcompared to 50% in Phase 1

The notable difference between

Phase 1 and Phase 2is that the

budget is more evenly distributed
among participatingcountriesin Phase 2 While in Phase 1 the top 3 capture 50% of the budget
Phase2 the same countries capturenly 39%. AsPhase 2 accounts for 89% of the budget of the SME
Instrument this can be considered a welcome development
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Table 8 Phase 2 Results of evaluation 2014 -2015 by country

Country Number of Evaluated Proposals Total funds
Evaluated projects = gglow Above Threshold received

Threshold

Not Funded Proposals Funded

Proposals Below Proposals

Budget

Anguilla 0 322,000.00
Albania 1 1 0 0 0
Austria 76 44 26 6 8,923,445.00
Belgium 60 36 23 1 2,862,899.00
Bulgaria 68 61 7 0 0
Croatia 13 11 2 0 0
Cyprus 15 10 5 0 615,300.00
Czech Republic 15 13 1 1 2,782,833.00
Denmark 129 80 40 9 14,413,467.00
Estonia 58 29 24 5 8,789,181.00
Finland 169 90 66 13 19,985,291.00
France 446 296 129 21 37,263,400.00
FYROM 2 1 1 0 0
Germany 362 230 111 21 37,811,100.00
Greece 115 99 12 4 4,928,044.00
Hungary 166 123 35 8 10,400,457.00
Iceland 11 10 1 0 0
Ireland 94 48 34 12 24,849,143.00
Israel 222 133 78 11 18,401,248.00
Italy 669 474 165 30 42,801,273.00
Latvia 19 10 9 0 30,975.00
Lithuania 15 7 7 1 1,194,624.00
Luxembourg 10 3 7 0 692,598.00
Malta 11 7 4 0 0
Moldova 3 2 1 0 0
Netherlands 268 163 87 18 40,583,773.00
Norway 59 33 21 5 7,327,331.00
Poland 104 81 21 2 5,407,996.00
Portugal 72 52 19 1 919,975.00
Romania 14 14 0 0 0
Serbia 10 8 2 0 0
Slovakia 55 45 10 0 0
Slovenia 76 54 16 6 7,188,137.00
Spain 598 329 220 49 66,411,353.00
Sweden 175 101 58 16 26,339,891.00
Turkey 48 36 9 3 4,025,202.00
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Ukraine 6 6 0 0 0

United 504 301 168 35 72,925,629.00
Kingdom

3041 278 468,196,565.00

1.2.4. Resubmissions and success rates

The SME Instrument all@rcompanies to resubmit theiprojectsfor evaluationwithout treating them
differently from a first submission.A projectis evaluated by a different group of four expert
evaluators witha potentially different nationality mixat every resubmissiomAnalysing resubmissions
provides information onthe behaviour of applicantsn addition to provingthe robustness and
reliability of the evaliation system(See section1.3.3).

Resubmissions count for about 40% of all submissions. The large majority (90%) of
resubmissions are resubmitted once or twice.

A majority of resubmitted projects improve their score.  Around 55% of all resubmissions
get a better score compared to previous submissions.

Resubmissions in Phase 1 double their ch ance of being selected. The success rate in Phase
1is 11% for resubmissions, compared to 7% for first time submissions. For Phase 2, the tren
less accentuated but resubmissions are still more likely to be funded (4,4%) compared to first
time submissios (4,1%).

1.2.4.1. Number and frequency of resubmissions

Resubmissions are an important feature in the SME Instrument, represemimpst half of all
evaluated projects For Phase 1 over the 7 cut-off dates in 2014-2015 14.300 projects were
evaluated In total 4,878 (34%) of them were resubmissions, submitted by293 different applicants.
In Phase2, there were 4cut-off dates in 2015*. They generated 438 evaluated projects out of
which 1,723 (36%) were resubmissions, submitted byl#7 different applicants.

For Phasel, the numberof times a project proposal has been resubmitteigcreasesexponentially
The vast majority, B35 (89%), of all applicants resubnsteither once or twice. Morprecisely 2190
(67%), only resubmitted once ant45 (23%) twice. Applicants resubmitting three times represent only
7,9% (259) anda mere2,3% (76) try a fourth time.Projectsresubmitted five and six times are cie

to non-existent(SeeFigure7 and Figure8)

12 For Phase 2 the analysis is based on 2015 data as only one resubmission occurred in 2014.
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Figure 7 Resubmission frequency - Phase 1
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In Phase2, a similar distributioras in Phasel takes placewith 90% of all applicationg(1,029 out of
1,147) resubmitted up to two times.

Figure 8 Resubmission frequency - Phase 2
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1.2.4.2. Are resubmissions improving their scores?

Overall, 56% (214 out of 4.878) of all resubmissions improvéheir score compared to previous
evaluation in Phase 1 Most projects improve their score at the first as well as at the second
resubmissionFrom the tird resubmissioronwardsthe share of improvedrojectsdecreasessteadily
(SeeFigure9).
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Figure 9 Change in score vs. resubmission frequency
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In Phase2, the overallpercentageof resubmissions improvintheir score is 53% (911 out of I723).
However, e evolution of scoress less pronouncedhan in Phase ISeeFigurel0).

Figure 10 Change in score based on how often projects are resubmitted - Phase 2
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1.2.4.3. Success rates of resubmitted projects

In Phasel, the success rate o$electedresubmissions is almost twicthat of projects evaluated for
the first time. While the success rate oprojects evaluatedonly onceis 7%, resubmissionscore a
success rateof 11%.

In 2014-2015 around 20% of all resubmissions scored above threthand more than half of these
(54%) wereselected A projectwill most likelyreceivefunding when itscores above threshold for the
first time (around 75% chance)SeeFigurell).
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Figure 11 Selected project vs. resubmissions Phase 1
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In Phase 2, resubmissions have a higher, albeit less pronounced success rate finastime
submissions (4% compared to 4.%). Almost half (48%) ofPhase2 resubmitted projects scored
above thresholdProjectsthat receive a score above threshold initially have a tendency to remain
above threshold after they resubmit. This can be explained by the fact firajects in Phase2 are
more mature and applicants dedicate more time their project from the beginning.Only a small
portion (9%) ofprojectsabove threshold idinanced.A lower success rateompared toPhasel may

be due toa lower overall threshold (12nstead of 13 out of 15) This leads to a larger share of
projects scoring above the threshold and many of thentontinue to resubmiteven if they did not
receive funding at the previous cudffs (SeeFigurel2).

Figure 12 Selected project vs. resubmission frequency Phase 2
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In conclusionresubmissions offethe companies aropportunity to improve their applications both in
concept and in presentatigithus increasingchances ofreceiving funding

1.2.5. From Phase 1l to Phase?2

The SME Instrument was designéal operate in phases. Althoughapplying directly to Phase? is
possibe, the feasibility study performedunder Phasel can help SMEs to mature their business idea
andincrease their chances of succeedingRhase2. The statistics confirm tlsi statement.

First of all, 67% of Phasel projectsapplyingfor Phase2 score above threshold iRhase2, compared

to 31% of projectsapplying directly for Phase2. SecondlyPhasel projects applyingfor Phase2
receivehigher scoresabove thresholdthan projectsapplying directlyfor Phase2. 41% of Phasel
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projects score between 13 and 13.99, compared to 35% for projects applying directtp Phase2.
Within the range between 14 and 15 points, 5%re previousPhasel projecs and only 3% are
projectsapplying directhyfor Phase2 (SeeTable and Figurel3).

Figure 13 Scores obtained by projects applying directly to Phase 2 vs. projects with a previous Phase 1 grant
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In 2014-2015, 621 (13%) of all evaluatedprojectproposalsin Phase2 had beenselectedfor Phasel
beforehand 419 of these proposalsscored abovethreshold which represent25% of all projects

above threshold and 52 were selected for
T EEITITEIERRRR A Aundling, representing 9% of all selectedprojects
SMEs going through Phase 1 are more likely t¢ The success ratein Phase2 for projects going

selected for a Phase 2 grant (13% compared ' through aPhasel is 8% while the success rate
. . for projectssubmitted directly toPhase2 is 5%.
9% success rate of uque applicants)

13% of applicants with goreviousPhasel project
eventually received a Phase 2 grant In
comparison only 9% ofunique applicants who
exclusively submitted #hase2 projectwere selected for fundingSeeTable 9.

Table 9 Success rates of Phase 2 applicants (coming from Phase 1 vs. directly applying to Phase2)

Phase 2 Projects

Evaluated Above Selected Success Rate
_ ~threshold
Total 4.738 1.697 278 6% (9%from unique
applicants perspective)

Direct 4117 1278 226 5% (9%from unique
applications applicants' perspective )
to Phase 2
Applications 621 419 52 8% (13%from unique
with Phase 1 applicants' perspective )
grant
Applications 13% 25% 19%
with Phase 1
grant as % of
Total
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|
On average 19% of selected

projects in Phase 2 completed a  19% of selected Phase 2 projects completed a Phase 1
Phasel first, but the figures vary

between topics 1N the Bioted andl
Blue growth topis, SMEsthat had previouslybeen selected inPhasel represent 50% and 40% of
projects submitted undePhase2. On the contrary,ni the New Business Models\SO- 10) and ICT
(ODI)topics only 10% and 6% of projects submitted undefPhase2 had gonethrough Phasel
previously(SeeFigurel4).

Figure 14 Phase 2 applicants and selected SMEs coming from Phase 1 by topic
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1.3.Picking the winners
1.3.1 The anatomy of SME Instrument selection s

Independent expert evaluators

Any project submitted under the SME Instrumeig evaluated in accordance with the principles of
independence, transparency and equal treatment.

The submitted projectsare evaluated by independent expertgho have a high levelof skills,
experience and knowledge in the SME Instrument topics (businesselamuent and
commercialisation, innovation exploitation and management, ventapital and riskfinance). A
yearly rdation of 20% of the experts ensuresn impartial treatment of theprojecs submitted.
Experts can apply to be evaluators through a dall expression of interest.

Each projectsubmitted to the SME Instrument is evaluated remotely by four independent experts
offering a mixed profile in innovation, business and finance in the topic concerned. Each evaluator
works independently as there @amo contacts between the four evaluators.

13 The appointment of the expert evaluators has followtgt criteria stated in Article 40 of the Rules for Participation of
Horizon 2020.

26



Impartial selection criteria

Evaluators are instructed to assess tlpeojectsexclusively on theibusiness and innovatiomerits, to
execute evaluationsagainst the award criteria and in respect of the topinder which they are
submitted.At the start of the evalation, allexpertevaluatorsare briefedon the process, procedures,
evaluation criteria and objgive(s) of the SME Instrument.hese briefings emphasise confidentiality
requirements and rulesmconflicts of interest.

Eachprojectis evaluated against the three award criteria listed in Article 15 Rules for Participation of
Horizon 2020 (impact, excellence and quality of implementation). €kpertsevaluators score 21
different questions related tathe above mentioned criteria. The score received bprajectis the
'median of the four individual scores. Thenedian is found by arranging all the scores from lowest
value to highestvalue and picking the middle on@.g. the median of {3, 4, 5, 9} &5). To be selected
for funding within the available budget, thprojectmust score above the threshold df3 (Phasel) or

12 (Phase2) and be ranked amongthe best projects This means that most, if not all, of the 21
questions evaluated should be qualifiedery good to 'excellent, given the number ofprojects
submitted per cutoff date and the competitiorbetweenthem.

Transparency

Applicants receive an evaluation summyareport (ESR) containing the median score of fh®ject
broken down by the threselectioncriteria andan assessment of howvell the 21 questionshad been
addressedduring the evaluationranging from'insufficient' (0-1,5) to "very good to excelleti{4,5-5).

1.3.2 Who are the expert evaluators ?

Four expert evaluators assess each project. Reaching approfoédsmce in terms of skills, experience,
knowledge, geographical diversiags well asgenderreceives careful attention when these groups are
formed. In the current pool ofL 406 expertevaluators88% comefrom the private sector and almost
50% are women.

As ageneral rule expertevaluators coming from the same country as the application will not be
allocated to its assessmenin total 58 different nationalities are representealith 11% of evaluators
representinghon-EU nationalitiegSee tablel0)

Table 10 National affiliation of SME Instrument  expert evaluators

Spain Italy France Germany United Kingdom
110 108 104 86 89
Portugal Greece Poland Finland Turkey
81 71 62 66 60
Austria Netherlands Belgium Sweden Romania
56 51 49 39 37
Hungary Bulgaria Denmark Slovenia Croatia
36 29 31 23 23
Ireland Slovakia Lithuania United States Israel
25 20 16 18 16
Estonia CzechRepublic Cyprus Switzerland Brazil
10 9 7 8 6
Norway Malta Serbia Australia Canada
6 5 5 3 4

Former Yugoslav
Republic of Latvia Luxembourg Ukraine Argentina
Macedonia
3 3 3 3 2
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Colombia India South Africa Albania Andorra
2 2 2 1 1
Armenia Cameroon Chile Jamaica Kazakhstan
1 1 1 1 2
Lebanon Mexico Moldova Morocco New Zealand
1 1 1 1 1
Pakistan Russian Federation Tunisia
1 1 1

Each expert is affiliated to one or several topics based on their professional background-{gaee
15).

Figure 15 Topic affiliation of SME Instrument evaluator s
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1.3.3 Reliability of the evaluation system - Resubmissions

Resubmissions provide the opportunity to continuously monitor and ensure the robustness of the
evaluation process. If the scores of resubmittpdojectsdropped drastically, especially in casaeshere

only minor changeshave beenmade, the validity of these evaluatiors could certainly be put to
guestion Analysis shows thatthe

majority of SCOres Ao NO CNEUT  mmm———

substantially. Overalluynder Phase R bmissi I fi h . £ 1l
1 the scores of resubmitted esubmissions allow us to confirm the consistency of t

proposalsincrease on average byevaluation system. Extreme score fluctuations are rare (£

0,19 points. Strong drops in scorges in Phase 1 and 2,5% in Phase 2).
i.e. adrop by 3 points compared to
the previous SCOre OCCUr At o |
probability of 47% (See Figure

16).
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Figure 16 Probability of s core fluctuations between resubmissions (

Phasel)
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UnderPhase2, most changes in scores are min@hangesOn average the score increasby a mere
0,05 points with each resubmissiofextreme drops in scores are even rarer thander Phasel. For

instance, a score dropf 3 pointsoccurs only aR,5% probability(SeeFigurel?).

Figure 17 Probable score fluctuations between resubmissions (  Phase2)
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In both phasesscores tend to remain close to the previousones (within a range of +/1.5 points)
Variations in scores can be attributetd possible changes made tproject proposals When it comes

to extreme scores in botFPhase, the probability is low for strong drops as well as strong increases in

scores (lesshan 5% and 25 % for drops of 3 points or more).

In both Phase, the probability for scores to riseis slightly higher thanfor them to decrease,

demonstrated by the peak of the density linwhich is positive in botlPhases.
In conclusion resubmission scores tend to increase or decrease moderately when changes are made

to projects Sores for nealy identical resubmittedprojects remain stable. This confirms that our
expertevaluators are consistent in their scoringnsuring a coherentrad stable evaluation process.
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2. Moving fast - Adapting implementation to Market Needs

SMEs that are raising funds are in need ) —

quick investments.n order to be attractive On average applicants receive a funding confirmat
and take account of this need for swiftness \yithin 2 months after the cuff. The entire process
the SME Instrument was designdd reduce
the efforts and time neededto apply as well
as the wait time to selection results.
AppliC&tiOﬂS are short (10 pages f(}?hasel, e
30 pages forPhase2) and thecontentmirrors

the requirements for business plans or pitch decksommonly used by investors, banks or other
business partners.

until first payment takes maximum 3 months in Pha
1 and 6 months in Phase 2

On average applicantsreceiveevaluation resultsand funding decisiongthe so-called#ime to informi)z
within 2 monthsafter the cutoff date.

Applicationsare three times more numeroug Phase 1than in Phase2. Evaluating all submitted
projects efficientlyrepresentsa continuouschallenge Theshortesttime to inform applicantshas been
37 days for the June 2015cut-off. The averagefor 2014-2015 was 56 days for Phasel (SeeFigure
18).

Figure 18 Time to Inform Phase 1
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The average evaluation timm Phase2 was 72 days. Théearget is to permanentlyreducethe time to
inform to less thantwo months This has already been achievedtwice (June and September 2015
(SeeFigurel9).

We can observe that the Time to Inforosually increass towardsthe end of the year, whemxpert
evaluatorsare less available due tahe holiday seasonThis was the case speciallyin 2014 when
Phasel and Phase2 cut-offs used to take placeat the samedate. Thereforethe cut-off dates were
decoupled irR016 to improve the time to inform
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Figure 19 Time to Inform Phase 2
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After sending the information letters to all applicant®r a certain cutoff, the grant preparation
process (GAP) starts. Than is to signgrant agreemerns and begin to pay grarg within three months
for Phasel and six months forPhase 2 after the cutoff dates. 90% of selected projects are

processed within this time frame.hE remaining 10% are eitheprojects requiring a different and
longer granting procedurddr example when lie authorising officeris not within EASME, forexurity

projects andprojectsabove C2,5 million), they require additionabecurity checksor are subjected to
ethicalscrutiny (SeeFigure20 and Figure21).

The Timeto-Grantin the SME Instrumentompares wellnot only within Horizon 2020 but alsan
relation to many other public and private investment programmes. kwstance,the time to inform
varies significantly among different Federal agenciesanaging the US Small Business Innovation
Research program (SBIR)n averagehe SBIR taked37 days for Phasel, compared to 56 days for
the SME Instrument. Furthermqr8BIR takes aradditional 59 days on averag®efore it begins a
project. Thisequals195 days on average between the cuaiff date and the beginning of the projett
For Phasel of the SME Instrument the same is achieved in approximately 129 d4yhis is a
conservative calculationt takes onaverage 99 daysuntil the signature of the grant agreement in
2015 and around 30 days until the first share of the grant ipaid out.) The Timeto-Grant has
improved significantly in 2015 making ialmost possible to reach thdarget set for the Timeto-
Grans for Phasel and 2 (respectively 3 and 6 monthJhe goal is tdurther shortenthe actual Time
to-Grant

14 SBIR/STTR Annual Report FY2013 https://www.sbir.gov/sites/default/files/annual_reports/FY13_SBIR_STTR_AR_Final.pdf
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Figure 20 Time-to-Grant Phase 1
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Figure 21. Time-to-Grant Phase 2
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3. Who are the supported SMEs?

After two years of implementationthe SME Instrument portfolio counts640 companies Who are
they? This chapter sheds light on the profile of companies thHave beensuccessfulin the SME
Instrument competitionAre we really supporting the EU innovation champions? Which sectors are
more represented™ this chapter we will analyse the following aspsct

- Size of the grantand innovation projects

- Sizeof SMEs

- Ageof SMEs

- Industry sectors (NACE code)

- Life cycle contex{as provided through the coaching needs analysis)

- Is SME Instrument attracting companies that have not participated in f#ramework
Progamme before?

All data refers to companies selecteduring cutoffs in 2014 and 2015. All the parameters are
analysed byPhaseand topic. Industrysectors and Life cycle stagewere also analysed by size of
companies.

3.1. Size of the projects and grants

One of the most attractive features of the SME Instrumei the possibility for a company to submit a
projectindividually. This does not prevent companiesm submitting projectsas a consortiumwith
one or several partnerdn Phasel, 7% of projectswere submitted by consortiand 19% in Phase2.
Amongselectedprojects 8% in Phasel and 18% inPhase2 were consortia.

In Phasel the grant size idixed to ©50,000 for all selectedprojects Ths lump sumcanrepresentup

to 70% of the total costsnecessary to undertake a feasibility studin Phase2 howeverthe grant
amount can vary considerably, as companies are asked to present actual costs of the innovation
project and the grant covers again 70% of the total co3there is a small exception fdrealth topics
where the grant can cover 100% of the total project cost.

The averageamount of grants in Phase2 in 2014- 2015 was O1,7 million. This amount is different
from one topic to anotherin the Healthtopic grants can go up td5 million due to very costly clinical
trials. TheHealth topic has therefore the highest average grant amoufit3,3 million per selected
project The lowestaveragegrants were attributed forprojectsin Space, Biotdtand Security(®1.2
million per project(See Figure22).
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Figure 22 Average amount of Phase 2 grant per topic (in M EUR)
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When analysinghe grant size percountry, the Netherlandsreceivedthe highest averagegrant, with
02,9 million per project selected undePhase2. This ismainly due to the fact that many Dutch
funded SMEs are active in the Health areavhere the grant amount can be up 65 million (See
Figure23).

Figure 23 Average Phase 2 grant amount 2014 -2015 by country (M EUR)
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3.2.Size and Age of SMEs

When SMEs register to submitpojectapplication companies are required to provide information
their turnover, the number of employees and the legal registration date.This gives a good
understandng of the profile ofapplicants to the SME Instrument.

The profile of the typical SMEapplying for fundng (both in Phase 1 and 2 since thereis almost no
difference) has beenon the marketfor 11 years, hasan annual turnover of©®3,5 million and 19
employees On averagethe profile
of the typical SMEselected for |

funding has beenon the market SMEs selected for funding are slightly larger and older t
for 108 years, hasan annual :

turnover of O4 milion and the average applicant
employs21 people |

Based on the number of employeeSMEs are categorised as micro-@), small (1649) or medium
sized (50249). To qualify the age of an SMEhe arbitrary threshold of 3 yearsis used as a
benchmark Up to 3 years old a company is considered "yousyd beyond thait is "old".

In Phasel and Phase2, the companiesselected for
funding tend to be larger compared toall applying
SMEs oder Phase 2 are slightly larger ¢ sMmg. This trend is most apparent wheanalysing
older than Companies under Phase 1 CompanieSby size In Phasel, 68% of all applylng
companies are micrsized while 60% of selected
I ——————— SMEsare micrasized In Phase2, 53% of applying
SMEsand 48% of selected SMEare micrasized A

similar trend can be observed fdhe turnover of companies.

In Phase2, 40% of selectedcompanieshave beenon the market sincet-10 years compared t033%
in Phasel (See

Figure24, Figure25 and Figure26)

Figure 24 Turnover of SMEs - all evaluated vs. selected
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Figure 25 Number of employees - all applications vs. selected
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Figure 26 Company age - all applications vs. selected
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In Phasel, the share of micresized companiesselected for funding has increasefilom 58% in the
first cut-off in June 2014 t063-68% in the last two cutoffs of 2015. On the other side we observe a
slight decrease in the number ofelected smallsized companies. The share of mediusized
companiesremairs stable with around 10% throughduall cut-offs in 2014 and 2015 (See Figure
27).

The increase in the share ohicro-sizedcompaniesin Phasel is not due to an increasing number of
submitted projects as numbes remain stable throughouf014-2015 (around 5% of all submitted
projecty. It is rather that the SME Instrument has been attractiagdifferent type of companiesin
2015 than in the begnning Thiscould be seeras a sign that the target group, highly innovative
young companies witla high market potential is becoming more aware of the scheme.
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Figure 27 Phase 1 Size of selected SMEs by cut-off
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A similar trend camot be observed forPhase2, wherethe size of selected SMEsvaries more for
different cut-offs (SeeFigure28).

Figure 28 Phase 2 Size of selected SMEs by cut-off
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The rumber of companiesselectedfor eachtopic varies dependingn the budget availabldor that
topic. Assome smaller topics are not statistically representativePhase2, theywill be disregardedn
the next step of the analysi®n the trends in size and age of selected SMEs per topiis dpplies to
E-government(INSO, 9), Blue Growth, BiotedNew Business ModeldNSO- 10) and Security In
Phasel only Blue growth isstatistically nonsignificant. Whenleavingthese topics aside, one can see
that the ICT (ODRopic had the highest share of young companiegup to 3 years in 2014-2015 |,
46% in Phasel and 35% inPhase2. This is not surprising as the majority of Europestart-ups are
active in the Digital Economy according Enropean Startup Monit8r (SeeFigure29 and

Figure30)

On the other side of thespectrum the NMP topichas the highest shareof companies withmore than
11 years of trading, both in Phasel (42%) and Phase2 (56%). It's followed by the Food andcE
innovation topis (SeeFigure29 and

Figure30)

Figure 29 Phase 1: Age of selected SMEs by Tgic
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15 http://europeanstartupmonitor.com/fileadmin/presse/adwad/esm_2015.pdf, retrieved 29 June 2016
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Figure 30 Phase 2 Age of selected SMEs by topic
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Whenanalysing companies based on thmumber of employees, ifPhasel it is againthe ICT (ODI)
topic that has one of the highest shares of thmicro-sized companies(70%), just after the Space
topic with (73%). Inversely NMPhad the highest share omall and medium sizedompanies, (53%)
(see Figure3l).

In Phase2 however,the company sizes are generally bigger. For instatioe ICT(ODI)topic has a
significantly lowershare of micro-sized companies(48%). Here, he Transportopic holds the highest
share ofmicro-sized SMEswith 53% (SeeFigure32).

Figure 31 Phase 1 Size (employment) of selected SMEs by topic
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Figure 32 Phase 2 Size (employment) of selected SMEs by topic
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The analysis of SMEsize for the top 10 of

countries represented, shows that France,
France, Denmark and the Netherlands have tF pDenmark and the Netherlandshave the

highest share of micro and young companies highest share of microsized and young

companies. On the contrary, SMEs from

A ————_gpaiin and ltaly are proportionalliarger and

older. Sweden israinteresting casewith the

second highesshare of micro-sizedcompanies(65%) but with the lowest share of pungcompanies
(23%) (see Figure33 and Figure34).

Figure 33 Age of selected SMEs for top 10 r epresented countries
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Figure 34 Size of selected SMEs for top 10 represented countries
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3.3.Industry sectors (NACE codes?®)

This sectionaims to better understand theeconomic activitieor industry sectorsn which selected
SMEsare involved.lt relies on the NACE code an Ebwide taxonomy of economic activitiest's
divided into different levels, level 1 being more general, level 2 more spe@bth levelsare usedin
this analysis.

In terms of Industry sectordlACEeodelevel 1"Manufacturing is by far the most represente@4%)*".
This category is very broad arehcompases many different types of manufacturingncluding(NACE

e I L B ————
machinery and equipment n.e.c. o _ o
(8% of covered SMEs), Manufacturing is the most represented economic activil

Manufacture of Cornputer’—

electronic and optical products
(4%), Manufacture of chemicals and chemical products (3%), Manufacture of electrical equipment

(3%), Manufacture of fabricated metal products, ept machinery and equipment (2%), Manufacture
of rubber and plastic products (2%) etc

Manufacturing is followed by Professional arfécientific and Technologicab&T) activities, 17%
(with the largest NACE code level Zategory being Scientific @8earch and Developmen} and
Information and Communication activities 16% (with the largestNACE code level 2ategoies being
Computer programming, consultancy and related activities)

Figure 35 SMEs by Indwstry sector (NACE code level 1)
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16 The Statistical Classification of Economic Activities in the European Union

17.0n a sample of 1079 companies from Phase 1 and Phase 2 that went through the needs analysis prior to the business
coaching.
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Whenlooking atNACE code level, 2he top 3 categoriesrepresented are: M72 Scientific research
and development (12%), J62 Computer programming, consultancy and related activities (11%) and
Q86 - Human health activities (9%).

There are N0 Major differ e e e ———

between thePhase with regard ) ) )

to the share of NACE CO(iesPropoonnaIIymanufacturlng companies are more represente(
] "nd_"n ° H\ i pa\ ” o p mithselR snd amaeg medivsized companies
accounts for alarger share under
Phase 2 than Phase 1
(respectively34% and 28%) and
°Diaj mh\odji \'i " jwHich sccodnts \foo dlgrger shere omglet Phase » than
Phase2.

There are also noticeablélifferences correlatedto the size of the company. Manufacturing for
instanceis more prevalent thelarger the SMEIn contrast professional and S&T activities lose in
importance the larger a company is. (SEgjure36)

Figure 36 SME s by Industrial sector (NACE level 1) and size
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Table 11 Top 5 NACE CODES (Level 2) BY TOPIC

Topic No.1 NACE No.2 NACE No.3 NACE No.4 NACE No.5 NACE
NMP C28- M72 - Scientific | C22Manufacture| C26 Manufacture | C20 Manufacture
Manufacture @ R&D (10%) of rubber and of computer, of chemicals
machinery and plastic products | electronic and (8%)
equipment (17%) (8%) optical (8%)
Eco C28- E38- Waste M72 - Scientific | E39 Rmediation | C22 Manufacture
Innovation | Manufacture of | collection, R&D (9%) and other waste | of rubber and
machinery and | treatment and management plastic products
equipment (10%)| disposal(9%) services (7%) (7%)
Health M72 - Scientific | C33- Repair and | C20- C28 Manufacture
R&D(31%) installation of Manufacture of | of machinery and
machinery and | chemicals 4%) equipment (3%)
equipment (5%)
ICT OD]) J63 - J61Telecommuni| M72 - Scientific
Information cations (12%) R&D(9%)
service activities
(13%)
e- J60 - E38- Waste
governmen Programming collection,
t (INSO- and broadcasting| treatment and
9) (33%) disposal (33%)
Security C26- 084- Public
Manufacture of administration
computer, and defense;
electronic and (12%)
optical (16%)
Food Al- Crop and C10- C20Manufacture C28-
animal Manufacture of | of chemicals Manufacture of
production (24%)| food products (8%) machinery and
(13%) equipment. (8%)
Transport C28- C30 Manufacture| M72 - Scientific | J63 -
Manufacture of of other R&D(7%) Information
machinery and transport serviceactivities
equipment (11%) equipment 9%) (7%)
BIOTEC M72 - Scientific C25 Manufacture| C21 Manufacture
R&D(25%) of fabricated of
metal products | pharmaceuticals
(6%) (6%)
Business J63 - R9 Creative, arts| S96- Other
Models Information and personal serice
(INSO- service activities entertainment activities (7%)
10) (36%) (14%)
Space J61 , M72 - Scientific
Telecommunicati R&D (16%)
ons (18%)
Energy D35bElectricity, | C28Manufacture | M72 - Scientific | C27Manufacture
gas, steam and | of machinery and| R&D (11%) of electrical
air-conditioning | equipment (15%) equipment (7%)
(24%)
Blue M72 - Scientific | C28- B6 - Extraction of| D35 - Electricity,
Growth R&D (25%) Manufacture of | crude petroleum | gas, steam and

machinery and
equipment.(8%)

and natural
resources(8%)

air-conditioning.
(8%)
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The picture is very different when analysing the distribution of NACE codes based on topius
specificities of topics are of course reflected (e.g Human health activities are predominant in the
Health Topic etc.). Moreover different manufacturing atie are well represented in the topics like:
NMP, Ecdnnovation, Health, Security, Food, Transport, Biotec and Energy. Data is presented on level 2
of NACE codes for more readability (See Table 11).

Table 12present Top 5 NACE codes by country for thest represented countries. For 6 countries
Scientific R&D is the top activit{fSeeFigure9).

Table 12 Top 5 NACE codes by country (only top 10 most represented countries)

No.1 NACE No.2 NACE No.3 NACE No.4 NACE No.5 NACE
M72 - Scientific C28 Manufacture | J61
R&D of machinery and | Telecommunicatio
equipment ns

C28- Manufacture | M72 - Scientific
of machinery and | R&D

equipment
UK M72 - Scientific C28-
R&D Manufacture of

machinery and
equipment

DE C26- Manufacture | D35 - Electricity, | J61-
of computer, gas, steam and | Telecommunicatio
electronic and air-conditioning ns

optical products supply

C28-Manufacture
of machinery and
equipment
C26-Manufacture
of computer,
electronic and
optical products

M72 - Scientific
R&D

Al- Crop and
animal production,

M72 - Scientific C28- J59 - Motion
R&D Manufacture of picture, video and
machinery and television/recordin
equipment gs production
DK M72 - Scientific F43- Specialised | C28-
R&D construction Manufacture of
activities machinery and
equipment
Fl M72 - Scientific C28- D35 - Electricity,
R&D Manufacture of | gas, steam and
machinery and air-conditioning
equipment supply
IE M72 - Scientific C26- Al- Crop and
R&D Manufacture of animal
computer, production,
electronic and
optical products

Renewablesnergy is an important market for mal The targeted marketsfor each top economic
sectors: manufacturing, S&T activities, Electric activity was also analysedNACE level 1) as

Water and waste treatment, Construction
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this shows which markets are the mst targeted by companiesinvolved in Manufacturing or
Professional and S&T activities. The analysis shows thatrenewable energy market is important for
many sectors like manufacturing, S&T activities, Electricity, Water and waste treatment, Constructio
(SeeTable2).

Table 2 Top 3 Targeted Markets for the NACE codes - level 1

NACE codes (Level | Targeted market Targeted market Targeted market

1) no.1l no.2 no.3

Manufacturing Automobiles & Auto Party Renewable Energy (7%)

(9%)

Professional and Biotechnology & Medicall Renewable Energy (9%) | HealthcareEquipment &

S&T activities Research (19%) Supplies (9%)

Information and Software & IT Services | Telecommunications Professional &

Communication (50%) Services (10%) Commercial Services

(4%)

Human Health Healthcare Equipment &| Biotechnology & Medical | Healthcare Providers &
Supplies (43%) Research (31%) Services (11%)

Other Software & IT Services | Personal & Household | Diversified Trading &
(16%) Products & Services (7%)] Distributing (5%)

Electricity, gas and Renewable Energy (57% Electrical Utilities & IPPs | Construction &

steam (14%) Engineering (9%)

Agriculture Food & Tobacco (38%) Food & Drug Retailing

(9%)

Water, sewerage, Renewable Energy (34% Water Utilities (19%)

waste

Transport Automobiles & Auto Aerospace & Defense Construction &
Parts (28%) (16%) Engineering (12%)

Construction Construction & Renewable Energy (17%)] Construction Materials
Engineering (31%) (7%)

3.4. Life cycle context of SMEs

The data presened here provide fora picture of where selectedSMEsstand in theirlife cycle. The
coaching methodology identifies 6 life cycle stages of compan(esore about the SME life cycle
methodology in Chaptes.3):

Pre-industrialised stages:

1 Seed stage companies have a concept and are looking for their first clients and a first round
of financing.

1 Project-to-project companies have already won several customers and are devetptiieir
project directly with each individual customer.

1 Upscaling companies are thinkingf how to segment potential client groups, how to adapt
their product to these groups, and at the same time organise supply chain, production and
distribution andreach economies of scales.

Industrialised stages:
1 Expansion companies are conquering new markets and growintgrnationally They start
delegating management and contrahey engage in HR development and new partnerships.
1 Renewal companies look for newbusiness modelsinto diversifying their products, services,
or their organisation, finding new sources of ideas, new distribution channels, new
partnerships and ‘change management'.
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1 Consolidation companies increase productivity and efficiency toward ctesidership. They
need to optimise and outsource or merge, or consider renewal anyway.

In 2015, data was collected for 948 companies thal o ——

benefitted from coaching services comprisirmg analysis of Most of the selected SMEs are in t
their needs802 companies weret a pre-industrialisedstage seed or projecto-project stage
(85%) and 146 companies wereat an industrialsed stage

(15%). ]

The majority of companie63%) in the preindustrialisedPhaseare in the seed and projedb-project
stageand @2 %) are in the upscaling?hase

Figure 37 Life cycle stage of selected SMEs
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Pre-industrialised stages are predominant in bofhasel and Phase2, meaning companiebave yet
to conquer new markets and grow across borderst Nurprisingly, proportionallghere are more
Phase2 companies in the upscaling stage and less in seed stager industrialised stages the
distribution of Phasel and Phase2 is very similar(SeeFigure37 and Figure38).
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