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The state of the European Union (EU) is fragile: it has not yet 
fully recovered from the adverse socio-economic effects of the 
pandemic and is currently confronted with the Russian aggres-
sion to Ukraine, that has resulted in runaway inflation and a 
sweeping energy crisis. All of this comes at a time when the EU 
is going through a major transition towards a more sustainable 
economy. In order to deliver on its goal of achieving zero emis-
sions by 2050 and promote a competitive and thriving econo-
my, it is vital for the EU to promote the innovative potential of 
both small and medium enterprises (SMEs), that constitute the 
core of the EU economy, and start-ups.

Yet, small and innovative businesses across the EU do not 
innovate as much, nor at the same speed, as their interna-
tional counterparts. The United States and Japan, for example, 
outrank the EU when it comes to a number of innovation-re-
lated dimensions, including R&D expenditure in the public and 
private sector, Venture Capital expenditure, and on number 
of innovative SMEs. To attempt to bridge the gap, the EU has, 
especially in the last decade, invested in programmes aimed at 
supporting innovation for SMEs and start-ups. 

In this framework, the objective of the report is three-fold: 
(i) present and discuss the effectiveness of innovation policy 
solutions in place in the EU, especially of Horizon 2020, (ii) 
investigate the drivers and barriers to innovations for start-ups 
and innovative SMEs in Europe and Italy, and finally (iii) pro-
vide recommendations to improve the innovative ecosystem 
start-ups and SMEs operate in both at the European and Italian 
level. 

While there is consensus that Horizon 2020 has had a positive 
impact on the promotion of innovation for innovative SMEs 
and start-ups, as acknowledged by the relevant literature and 
the cohort of experts interviewed, the reports finds that the 
program is still subject to a series of shortcomings, among 
which are the underfunding and the time-consuming and  
complicated application process. When investigating the 
rollout of financing and the number of innovative businesses 
funded in Italy, the country seems to underperform vis-à-vis 
other EU countries across selected Horizon 2020 SME-friendly 
support tools.

EXECUTIVE 
SUMMARY
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With a view to uncovering the barriers and drivers to inno-
vation for start-ups and SMEs, the report finds that three 
factors are particularly crucial for the promotion of an inno-
vation-friendly ecosystem. These is the abundance of finan-
cial resources to dedicate to innovation, of which availability 
and accessibility of external funding is a part; the presence 
of non-financial resources, and particularly innovation-prone 
human capital; and finally, the existence of solid technological 
and knowledge transfers from inception to implementation. 

Finally, the report puts forward a series of policy recommenda-
tions, geared to both the Italian and EU innovation landscape 
for SMEs and start-ups. Whereas the EU should focus mostly 
on streamlining its existing innovation programmes, provid-
ing strengthened advisory services and increasing the budget 
allocated to SMEs and start-ups, Italy should promote a more 
innovation-friendly and entrepreneurial culture, reinforce its 
venture capital markets and strengthen the partnership be-
tween private and public institutions.
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Innovation, defined as “the use of new ideas, 
products or methods where they have not been 
used before” plays a seminal role in any economic 
system.2 First of all, it has a positive impact on 
economic efficiency and labour productivity, as it 
allows for better business performance and longer 
firm survival.3 Businesses that are able to achieve 
organisational and economic growth through 
innovative ideas are better positioned to stay afloat 
in today’s highly competitive business climate. As 
a matter of fact, they gain a competitive advantage 
that gives them an edge over their rivals to develop, 
and retain, a leadership position in the sectors 
they operate in. Additionally, innovative firms 
are better equipped to face and adapt to major 
global phenomena and challenges, such as the 
globalisation of markets, abrupt economic crises, as 
those sparked by the Covid-19 pandemic, and rapid 
product life cycles.4 This case is even stronger for 
innovative small-and-medium enterprises (SMEs)5 
and start-ups, whose organisational structure, 
culture and practices are grounded in innovative 
ideas. Thus, promoting an innovation-friendly 
environment for businesses to operate in is at the 
core of sustained economic growth, prosperity and 
progress. Undoubtedly, this cannot be achieved 
in Europe without the involvement of SMEs, 
which represent 99,8% of all non-financial sector 
businesses in the European Union (EU) and which 
contribute about 65% to the overall employment in 
non-financial service activities.6

2 Eurostat - Statistics Explained, 2022. Glossary: Innovation. [online] Available 
at: <https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Glossary:Innova-
tion> [Accessed 5 May 2022].
3  Porter, M.E., 1991. America’s green strategy, Scientific American, April; Ut-
terback, J., 1995. Mastering the dynamics of innovation. Boston, Mass.: Harvard Business 
School Press.
4  Ibid; Adams, R., Bessant, J. and Phelps, R., 2006. Innovation management 
measurement: A review. International Journal of Management Reviews, 8(1), pp.21-47.
5  SMEs are enterprises which employ less than 250 individuals and which 
have an annual turnover not exceeding 50 million euros. (Commission Recommendation 
2003/361/EC). Innovative SMEs are characterised by a strong innovation component, 
regardless of their level of maturity (Italian Decree Law 3/2015).
6  European Commission, 2021. Annual Report on European SMEs 
2020/2021. SME Performance Review 2020/2021. [online] Brussels, p.1. Available at:  
<https://www.ggb.gr/sites/default/files/basic-page-files/SME%20Annual%20Report%20
-%202021.pdf> [Accessed 3 July 2022].

In light of the relevance that innovation plays for 
firm survival and the impact of SMEs on the EU 
economy, the aim of this project is essentially 
three-fold: (i) present and discuss the effectiveness 
of innovation policy solutions in place in the EU; (ii) 
investigate the drivers and barriers to innovations 
for start-ups and innovative SMEs in Europe and 
Italy; and finally (iii) provide policy recommendations 
to improve the innovative ecosystem start-ups and 
SMEs operate in both at the European and Italian 
level.
 
The report traverses the literature on EU and 
Italian innovation performance and presents EU 
policy measures targeted at the promotion of the 
innovative potential of SMEs and start-ups. To 
assess the validity of such measures against their 
objectives and mandates as well as to identify the 
major factors that feed into innovation with a view 
to informing better policies, the report employs a 
mix of quantitative and qualitative analysis. Data 
drawn from the European Commission’s Webgate 
page7 and the EIC Accelerator Data Hub8 was 
processed to assess the number of European and 
Italian innovative SMEs and start-ups that received 
financial support in the context of the EU Framework 
Research and Innovation programmes. In addition, 
19 interviews were conducted with experts in the 
field of innovation, at local, regional and European 
level. The expert group was diverse and consisted 
of 11 independent experts (including consultants, 
advisors and start-up owners and founders) and 
8 innovation experts working for the European 
Union (hereinafter referred to as “EU officials” or “EU 
experts”). The interview guidelines, upon which the 
interviews are based and which are annexed to this 
report (Annex 1), were prepared to gain insights into 
the views and opinions of the experts with regard to 

7  Webgate.ec.europa.eu.,  2022. Qlik Sense Hub. [online] Available at: 
<https://webgate.ec.europa.eu/dashboard/hub/stream/aaec8d41-5201-43ab-809f-
3063750dfafd> [Accessed 3 July 2022]
8  Sme.easme-web.eu.,  2022. EIC Accelerator data hub. [online] Available at: 
<https://sme.easme-web.eu> [Accessed 3 July 2022]

1. INTRODUCTION
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three main macro-areas:

1 the key drivers and barriers affecting 
the way innovative SMEs and start-ups grow and 
develop their innovative potential;
2 the effectiveness of EU programmes in 
creating an innovation-conducive ecosystem, with a 
particular focus on Horizon 2020;
3 further policy measures to be taken to 
support start-ups and innovative SMEs in the EU.

Against this background, the report is structured as 
follows. It first provides a snapshot of the current 
state of play of innovation performance of European 
and Italian SMEs and start-ups in a comparative 
perspective (chapter 2), and of the existing EU 
programmes in place to shore up innovation, 
with an emphasis on Horizon 2020 (chapter 3). 
Next, it investigates the extent to which selected 
barriers and drivers to innovation, as identified in 
the relevant literature and assessed by innovation 
experts, affect the innovation performance of start-
ups and innovative SMEs (chapter 4). Finally, building 
upon the perspectives, opinions and suggestions 
of the experts interviewed for this study, it lays 
out several recommendations for European and 
Italian policy-makers to foster the development and 
promotion of a more innovation-friendly ecosystem 
for SMEs and start-ups (chapter 5).

10



The following two sections provide an overview 
of the innovation performance of European and 
Italian innovative SMEs and start-ups. Following 
a comparative presentation of the innovation 
ecosystems SMEs and start-ups operate in, at the 
European and Italian level, potential shortcomings 
related to the upscale and promotion of innovation 
are underscored with a view to understanding where 
additional support measures are needed.

2.1. European Union

Innovation is an essential element for the EU’s 
competitiveness, as it can shape markets, define 
changes in the economy and improve public 
services.9 The EU, through multiple initiatives 
that aim at developing an innovative ecosystem, 
advocates in favour of increased support for 
innovative research and the removal of barriers to 
innovation, so as to make it easier for the public and 
private sector to cooperate in fostering innovation.10 
Recently, in the mid-term agreement between 
political groups, Renew Europe, European People’s 
Party (EPP) and Socialists and Democrats (S&D) 
reiterated the need to develop a stronger European 
culture grounded in innovation.11 

In this section, the innovation performance of the 
EU vis-à-vis global competitors is presented prior 
to zooming in on the Italian case. Specifically, the 
state of Venture Capital (VC) investments in Europe 
and Italy vis-à-vis other competitors is introduced. 
Based on the assumption that smaller firms have 
more difficulties innovating than larger enterprises, 
Member States whose economies are predominantly 
SME-driven can be expected to face higher  
 

9  European Commission, 2022. A New European Innovation Agenda, p. 1. 
[online] Available at: <https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:-
52022DC0332&from=EN>
10  European Commission, Horizon 2020, website.
11  The Renew Europe Group, EPP and S&D, 2022. Mid-term Agreement on 
Political Priorities 2022-2024. [online] Available at: <https://www.reneweuropegroup.
eu/policies/2022-01-17/renew-europe-defines-midterm-agreement-on-european-parlia-
ments-legislative-priorities-until-2024>

challenges and thus need further support to foster 
innovation.12

Accounts of Europe’s innovation performance 
are released by the European Commission in the 
European Innovation Scoreboard and measured 
through the Summary Innovation Index (SII). The 
index is an unweighted average of 4 macro-activities 
and 12 innovation dimensions which, in total, make 
up 32 indicators. Examples of such indicators include 
R&D expenditure in the public and private sector, 
VC Expenditures, SMEs with product and business 
innovation, and patent and trademark application. 
Based on their innovation performance, the SII 
categorises countries into four groups: i) innovation 
leaders; ii) strong innovators; iii) moderate innovators; 
and iv) emerging innovators. 

Although the EU innovation performance has 
increased over time, from a global perspective it 
still lags behind major economies such as South 
Korea, Canada, Australia, Japan and the United 
States (US) (Figure 1). The US and China, specifically, 
are improving their innovative performance at a 
faster pace than the EU. Over the period 2014-2021, 
China and the USA have increased their innovation 
performance, respectively, by 27.9% and 16%, 
whereas the EU only by 12.5%.13

12  European Commission, Directorate-General for Internal Market, Industry, 
Entrepreneurship and SMEs, 2021. Study on the effectiveness of public innovation 
support for SMEs in Europe: final report. Publications Office. Available at: <https://data.
europa.eu/doi/10.2826/7745>
13  European Commission, 2021. European Innovation Scoreboard 2021. 
Luxembourg: European Union

2. THE INNOVATION PERFORMANCE 
OF EU AND ITALY
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Note: Coloured columns show performance in 2021 relative to that of the 
EU in 2014. Grey Columns show performance in 2014 relative to that of the 
EU in 2014. For all years, the same measurement methodology has been 
used. The dashed lines show the threshold values between the performan-
ce groups, where the threshold values of 70%, 100%, and 125% have been 
adjusted upward to reflect the performance increase of the EU between 
2014 and 2021.14

Source: 2021 - European Commission - European Innovation Scoreboard

When it comes to innovation performance, the 
contribution of start-ups and scale-ups to generating 
and promoting innovation needs to be taken into 
account. Start-ups are companies with a limited 
operating history that start small but have a long-
term vision and pursue innovative ideas that have 
never been explored before.15 A scale-up company 
is a more mature start-up that has achieved an 
average return of at least 20% in the past 3 years 
and with at least 10 employees at the beginning of 
the three years.16 Both start-ups and scale-ups are 
pivotal for an innovative and growth-promoting 
ecosystem for a variety of reasons. First, thanks 
to their innovative potential, they are among the 
main forces behind economic development and the 

14  One of the possible reasons behind China’s and USA’s fast improvement 
is the high growth rate of R&D expenditures, that, over the period 2019-2020, has been 
recorded respectively at 18% and 9% in the two countries, whereas it fell by 2.2% in the 
EU (European Commission - EU Industrial R&D Investment Scoreboard).
15  US Legal, Startup Companies Law and Legal Definition. [online] definitions.
uslegal.com. Available at: <https://definitions.uslegal.com/s/startup-companies/> [Acces-
sed 5 May 2022].
16  OECD, 2008. Eurostat guide to European structural business statistics. 
Luxembourg: Office for Official Publications of the European Communities.

creation of a knowledge-based society.17 Secondly, 
given their dynamic nature, they contribute to the 
competitiveness of the economic system.

In the EU, efforts to create a start-up-conducive 
ecosystem are on the rise. In particular, the EU is 
recording its fastest pace in generating unicorns, 
i.e. start-ups with a valuation of over 1 billion 
dollars. It took 7 years for the EU to get its first 10 
unicorns, 7 more to add 50, while the last 7 years 
have generated another 260, totalling 320 in 2021.18 
However, despite this positive innovation outlook, 
the US as well as Asian countries are still at the 
forefront in the creation of start-ups and scale-ups 
and they are also outperforming the EU in terms of 
VC. VC investments, which provide equity financing 
to young and promising start-ups with high growth 
potential, have become the most important funding 
mechanism for unicorns.19 However, although the 
number of EU VC-backed unicorns has increased 
from 115 at the end of 2020 to 202 in 2021, the 
VC market in Europe is growing at a slower pace 
than other countries. In terms of overall size of 
venture capital investments, Europe is lagging 
behind other major world’s economies such as 
Australia, Canada, Japan, South Korea, New Zealand, 
Norway, Switzerland, and the US.20 In particular, VC 
investments are ten times higher in the US than in 
the EU, with a share to GDP of 0.633 vis-à-vis 0.04 
respectively.21 One shortcoming of the EU VC market 
is its high fragmentation, with pension funds and 
insurance companies accounting for only 12.7% 
of total VC funds raised in 2020 and government 
agencies accounting for the largest share 

17  Ritchie, B. and Swisher, N., 2018. The big small: the economic benefits of 
start-ups. [online] Idea Centre. Available at: <https://ideacenter.nd.edu/news-events/
news/the-big-small-the-economic-benefits-of-startups/> [Accessed 1 May 2022].
18  State of European Tech 2021. [online] Available at: <https://2021.stateofeu-
ropeantech.com/> [Accessed 22 April 2022].
19  Ibid.
20  Ibid.
21  Demertzis, M., Domìnguez-Jiménez, M. and Guetta-Jeanrenaud, L., 2021. 
Europe should not neglect its Capital Markets Union. Policy Contribution 13/2021. Brue-
gel.

Figure 1: Global Innovation Performance
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(around 35%).22

2.2 Italy

When zooming in on the Italian case, Italy’s 
innovation performance lies below the EU average: 
based on the SII, the country ranks 18th and falls 
within the moderate innovator category in 2021, 
although its innovation performance has steadily 
increased over time. When examining the innovators 
dimension, which captures the share of SMEs that 
introduced innovations in either their products or 
processes, Italy fares better than the EU average. 
However, further investigation into the former 
indicator suggests that Italy only has an above 
average share of in-house product innovators 
without market novelties.23

From a macroeconomic perspective, the Italian 
economy is largely reliant on SMEs: they generate 
63.4% of value added in non-financial-services 
activities, and account for 75.9% of employment, 
both data exceeding the EU average.24 Against this 
background, the Italian start-up and scale-up market 
is still underdeveloped. At present, there exist only 
around 200 start-ups per million inhabitants, which 
places the Italian performance below the EU average 
(Figure 2). 

When looking at the SII, particularly staggering is the 
Finance and Support dimension for Italy: both R&D 
expenditure by the Public Sector and VC Expenditures 
are underdeveloped and below the EU average, 
respectively 60% and 51% lower. Also, the OECD 
Future of Business Survey shows that over 30% of 
Italian entrepreneurs would fund their business 
through bank loans rather than other private 
funding, including VC. Between 2020 and 2021, VC 

22  Science, Research and Innovation Performance of the EU 2022 (forthco-
ming) based on Invest Europe, 2021.
23  European Commission, 2021. European Innovation Scoreboard 2021. 
Luxembourg: European Union
24  European Commission, 2022. SME Performance Review: Fact Sheet – Italy.

Note: the red line represents the EU average. 

Source: Authors’ elaboration on “State of European Tech - Atomico 2021”

investments in start-ups in Italy have grown rapidly, 
yet are still below other European economies: as 
a matter of fact, the country is the 4th European 
economy but only the 15th for VC expenditures 
in 2021.25 Using an OECD dataset recording national 
VC investments over the period 2013-2020, it is 
staggering to see that VC investments in Italy, as a 
share of GDP, are substantially lower than the EU 
average.26 

25  State of European Tech 2021.
26  Note that Slovenia and Romania have not been taken into account becau-
se neither country features in the OECD dataset, and that in VC investments for Europe 
the United Kingdom is included.

Figure 2: Number of start-ups per 1 million 
inhabitants
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Figure 3: Comparative VC investments as a share of 
GDP in Europe and Italy

Source: Authors’ elaboration on OECD data over period 2013-2020

As start-ups and innovative SMEs drive economic 
productivity, investigating their innovation potential 
is of utmost importance. In this respect, tailored 
policies should be implemented to support start-
ups and develop an innovation-friendly business 
environment for the EU to catch up to major global 
counterparts and for Italy to catch up to the EU 
average. As the EU has developed and implemented 
a great deal of initiatives over the years to support 
innovation in the EU as well as the growth of 
innovative SMEs and start-ups, the next chapter 
of this report is dedicated to such measures, with 
a deeper focus on the framework research and 
innovation programmes.
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At EU level, efforts to promote an innovative 
ecosystem that could benefit business 
competitiveness, employment and consequently 
society at large, are enshrined in Article 173(1) of 
the Treaty on the Functioning of the EU (TFEU), 
which states that “the Union and the Member States 
shall ensure that the conditions necessary for the 
competitiveness of the Union’s industry exist”.27 
Through the concept of Innovation Union, one of the 
flagship initiatives of the 2020 Europe’s strategy for 
a “smart, sustainable and inclusive economy”,28 the 
EU has striven to create a single European market 
for innovation by, for example, removing obstacles 
to innovation and revolutionising the way the public 
and private sector cooperate to deliver on their 
innovation ambitions.29

Therefore, given the legal foundations of innovation 
policy and its relevance, the EU has launched a 
number of initiatives over the years to deliver on 
its innovation mandate. Among others, the EU 
has set up a series of innovation programmes 
targeting also SMEs and start-ups. These include 
both the so-called framework research and innovation 
programmes and other EU financing programmes. 
Framework programmes run for a defined period of 
time and aim to advance research and innovation by 
undertaking a systemic approach to the issue. The 
programme currently in place is Horizon Europe 
(2021-27) which is the successor of Horizon 2020, 
sometimes abbreviated as H2020, (2014-2020) and 
of the Seventh Framework Programme, commonly 
known as FP7 (2007-2013).

The following two sections lay down a more detailed 
description of Horizon 2020 and Horizon Europe, 
followed by a preliminary quantitative analysis on 
the effectiveness of Horizon 2020 (Box 1). Given 
that Horizon 2020, unlike Horizon Europe, has 

27  Art. 173, Treaty on the Functioning of the EU, 1957
28  European Commission, Communication from the Commission, 2021. Euro-
pe 2020: A strategy for a smart, sustainable and inclusive growth. Available at: <https://
eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52010DC2020&from=en>
29  European Parliament, 2021. Fact sheet on the European Union

come to an end and the data collected on the EU 
funding, number of applicants per country and 
number of SMEs funded has finally been released, 
the quantitative analysis and experts’ interviews 
mostly focused on assessing the effectiveness 
of Horizon 2020. Whereas official EU-released 
data helps compare Horizon 2020 and the FP7 in 
supporting SMEs, the experts’ opinions provide an 
additional contribution to screening the outcomes 
of Horizon 2020 against its initial scope, objectives 
and ambitions. To complement the analysis on 
EU programmes targeting innovation and develop 
a broader understanding of their effectiveness, 
experts were also asked to rate other EU 
programmes.

3.1 Horizon 2020

Horizon 2020 was launched in 2014 to further 
consolidate the spectrum of initiatives undertaken 
by the Commission for digitalization and innovation. 
This initiative had a unique budget of 80 billion 
euros across grants and loans30 available to 
participants31 through a challenge-based approach: 
whereas the programme aimed to define the 
challenges, the innovators and researchers were 
meant to propose adequate solutions to such 
challenges.

With a timeframe of 7 years, Horizon 2020 was built 
on the three pillars of “Excellent Science”, “Industrial 
Leadership’’ and “Societal Challenges”. Specifically, 
the second pillar established a range of SME-friendly 
support tools. Among these, the SME Instrument 
and the European Innovation Council (EIC) Pilot 

30  Veugelers, R., Cincera, M., Frietsch, R., Rammer, C., Schubert, T., Pelle, 
A., Renda, A., Montalvo Corral, C. and Leijten, J., 2015. The Impact of Horizon 2020 on 
Innovation in Europe. Intereconomics Journal, v.50 n. 1, pp. 4-30.
31  According to the European Commission (DG RTD, 2014. “Horizon 2020 in 
brief”), Horizon 2020 was open to all. For standard projects, a consortium of at least 
three legal entities was required (and each legal entity had to be based in an EU Mem-
ber States or H2020 Associated countries). 

3. EU PROGRAMMES SUPPORTING 
START-UPS AND INNOVATIVE SMES
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focused in particular on SMEs and start-ups.32 
According to publicly available data released by the 
Commission, almost 17% of the budget of Horizon 
2020, around 11 billion euros, was earmarked for 
innovative SMEs and start-ups, a share of which was 
allocated through the SME Instrument and the EIC 
Pilot (Box 1). 

The SME Instrument was created in 2014 as the 
largest support-scheme to SMEs, with a budget of 
3 billion euros, and implemented by the Executive 
Agency for Small and Medium Enterprises (EASME). 
It supported SMEs in financing the development 
of innovative and high-risk products along three 
phases, through a blend of funding for innovation 
projects and support services. In the initial phase 
(concept and feasibility assessment) an enquiry into 
the feasibility and the commercial potential of an 
innovative idea was carried out. Here, through 
a lump sum of 50,000 euros per project (not per 
business), a feasibility report including an elaborate 
business plan was carried out, with the aim of 
gaining deeper insights into market dynamics 
and assessing risk. If the feasibility assessment 
had concluded positively on the relevance of the 
innovation project and on the need for private 
funding, the business could have applied for 
financing under phase 2 of the programme. 
The second phase (innovation project) aimed at 
developing innovative ideas, for products and 
services, that could be launched on the market as 
well as a business innovation plan incorporating 
a commercialisation strategy and an attractive 
plan for private investors. The phase was open to 
innovation projects already supported by a feasibility 
assessment carried out in phase 1 and a sound 
strategic business plan. In this phase, eligible costs 
were covered up to 70%, reaching full coverage if “a 

32  Among other programmes not necessarily tailored to SMEs, it is possible 
to mention SWAFS (Science with and for Society); SEWP (Spreading Excellence and Wide-
ning Participation); EIT (European Institute of Technology) and Euratom programme.

strong research component” was present.33 Finally, 
in the third phase (commercialisation), participants 
rounding off phase 2 would not receive any direct 
funding but could have benefitted instead of a wide 
range of services in support of commercialisation 
and access to private finance, in particular the 
financial facilities under H2020 and the EU 
Programme for the Competitiveness of Enterprises 
and SMEs (COSME).34

Finally, the European Innovation Council 
(EIC) Pilot, an initiative to support the most 
talented European innovators in scaling up their 
breakthrough innovations, was launched only in 
2018 and conceived as an evolution of the second 
phase of the SME Instrument. With a budget of 
3 billion euros, it consisted of two main funding 
schemes: the EIC Pathfinder and Accelerator.35 
On the one hand, the Pathfinder was conceived to 
support, through grants up to 4 million euros, early 
breakthrough research aimed at developing novel 
technologies. On the other hand, the Accelerator 
supported commercialisation and scale-up of 
SMEs with highly risky and non-bankable ideas 
through blended finance, i.e. using both grants 
and equity investments. Through the EIC Pilot, the 
European Commission was able to make direct 
equity investments in start-ups and innovative SMEs 
for the first time, thus promoting the development 
of a European VC ecosystem. The EIC Pilot phase has 
served the Commission to try out the main features 
brought in the EIC financing scheme launched under 
Horizon Europe and redress potential shortcomings. 

33  European Commission, Funding and Tender opportunities. Horizon 2020 
Online Manual - SME Instrument. Available at: <https://ec.europa.eu/research/partici-
pants/docs/h2020-funding-guide/cross-cutting-issues/sme_en.htm>
34  Horizon 2020. SME Instrument. Frequently Asked Questions. Available at: 
<https://www.kowi.de/Portaldata/2/Resources/horizon2020/h2020-SME-Instrument-FA-
Q-en.pdf>
35  Deep Tech Europe - European Innovation Council Pilot, 2020. Impact 
Report 2020. [online] Available at: <https://eic.ec.europa.eu/system/files/2021-05/
Deep%20Tech%20Europe%20Report_0.pdf>
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3.2. Horizon Europe

Horizon Europe is the successor of Horizon 2020 
and is expected to run from 2021 to 2027 with 
the same objectives of Horizon 2020 but with a 
revised structure and a larger financial envelop 
of 95.5 billion euros.36 Similarly to Horizon 2020, 
Horizon Europe is built on three pillars: “Excellence 
Science”, “Global challenges and European industrial 
competitiveness” and “Innovative EU”. The latter, 
in particular, promotes innovative solutions in 
industries, to be especially adopted by innovative 
SMEs and start-ups.37 

Horizon Europe presents two important innovations 
relative to previous programmes. Firstly, it is 
going to develop Horizon Europe Key Impact 
Pathways (KIPs), namely proxy indicators with the 
purpose of monitoring the gradual achievement 
of the programme’s objectives. The European 
Commission has identified three types of impact 
– scientific, societal and economic – to be tracked, 
with the economic one concerning the generation 
of innovation-based growth. Secondly, Horizon 
Europe introduces a fully-fledged version of the 
European Innovation Council. The EIC, positioning 
itself as a prime supporter of innovative SMEs and 
start-ups with enhanced funding and support of 
over 10 billion euros, is expected to be a one-stop-
shop for such undertakings and to assist them 
both in the preparatory phase of innovation and 
in its market commercialisation. In this respect, it 
relies on three main instruments, specifically the 
Pathfinder, Transition and Accelerator. In particular, 
the EIC Accelerator supports undertakings in the 
commercial phase, by providing both financial 
(grants and equity investments) and non-financial 
(coaching, mentoring, access to investors) assistance 
to start-ups and innovative SMEs, with the aim of 

36  ‘Regulation (EU) 2021/695 establishing Horizon Europe - the Framework 
Programme for Research and Innovation, laying down its rules for participation and dis-
semination, and repealing Regulations (EU) No 1290/2013 and EU No 1291/2013’ (2021) 
Official Journal L170/1.
37  Ibid.

bringing their business to the market and scale 
it up. Additionally, EIC promotes the transition of 
innovative projects from EIC Pathfinder to the EIC 
Accelerator, through additional grants aiming at 
bringing research results to further innovation 
stages.38 

38  Deep Tech Europe - European Innovation Council Pilot, 2020. Impact 
Report 2020. [online] Available at: <https://eic.ec.europa.eu/system/files/2021-05/
Deep%20Tech%20Europe%20Report_0.pdf>
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39 Webgate.ec.europa.eu., 2022. Qlik Sense Hub. [online] Available at:  
<https://webgate.ec.europa.eu/dashboard/hub/stream/aaec8d41-5201-43ab-809f-
3063750dfafd> [Accessed 3 July 2022] Sme.easme-web.eu., 2022. EIC Accelerator data 
hub. [online] Available at: <https://sme.easme-web.eu> [Accessed 3 July 2022] Sme.
easme-web.eu., 2022. EIC Accelerator data hub. [online] Available at: <https://sme.
easme-web.eu> [Accessed 3 July 2022]
40 Sme.easme-web.eu., 2022. EIC Accelerator data hub. [online] Available at: 
<https://sme.easme-web.eu> [Accessed 3 July 2022]
41   In all tables, the programmes are considered within the following time 
frames: the FP7 from 2007 to 2013; the H2020 from 2014 to 2020.
42 In all tables, the programmes are considered within the following time fra-
mes: the SME Instrument from June 2014 to September 2019; the EIC Pilot from October 
2019 to October 2020; and, lastly, the EIC Accelerator from June 2021 until March 2022.

Box 1 Italian performance in the EU framework programme
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43 Euronovia, 2021. EIC Accelerator: What’s new under Horizon Europe? Avai-
lable at: <https://euronovia-conseil.eu/en/eic-accelerator-horizon-europe/> [Accessed 
23 June 2022]
44 Eurostat web - Your key to European statistics. [online] Available at: <ht-
tps://ec.europa.eu/eurostat/web/national-accounts/data/main-tables> [Accessed 1 June 
2022)
45 Eurostat web - Your key to European statistics. [online] Available at:  
https://ec.europa.eu/eurostat/web/population-demography/demography-popula-
tion-stock-balance/database
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46 Euronovia, 2021.
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47 Due to a series of issues occurring when downloading the datasets, some 
methodological caveats are worth mentioning. In particular:

• for the SME Instrument: 17 participants are left undefined since they are partners 
and not coordinators. Nonetheless, when the data are downloaded from the 
official website, they are (apparently erroneously) assigned to Greece.

• for the EIC Pilot: 17 participants are left undefined since they are partners and 
not coordinators. Nonetheless, on the official website, in the statistics they are 
all assigned to Ireland even though the country did not often participate in those 
consortia. The full list of beneficiaries and projects can be found on the website.

• for the EIC Accelerator: 1 participant is left undefined. In the downloaded file this 
value is assigned to Iceland and so is in the list of participants in the statistics 
section of the website, however, since this is presumably an error of the database 
design, we assume the section 'Beneficiaries' has the correct assignment, and 
since it leaves it undefined, so do we.

• The United Kingdom is classified in the ‘other’ group under the EIC Accelerator.
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48 Some methodological caveats are worth mentioning. In particular:
• For the SME Instrument: in the bar chart on the statistics section of the EIC Acce-

lerator Data Hub, Ukraine has two values piled up, one with label 25, however, 
in the downloaded file, both of them are labelled as Ukraine, looking at the 
details of each project in the devoted section, only the value labelled as 'Ukraine' 
must be assigned to the Country and the other one left undefined, so we kept 
5,228,544.57€ outside the analysis.

• For the EIC Accelerator: in the bar chart of the statistics section of the v, Croatia 
has two values piled up, one with label 23, however, downloading data from that 
page, both values are labelled as Croatia. If looking at the details of each project, 
instead, only the value assigned to Croatia in the bar chart corresponds to Croa-
tian projects, so 1,692,596€ are not included in the analysis.

• Finally, the United Kingdom is classified as ‘other’ under the EIC Accelerator.
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3.3 The effectiveness of EU programmes in 
supporting start-ups and innovative SMEs

Beyond the framework programmes, the EU has 
developed a large number of initiatives to support 
the growth and development of SMEs and start-ups, 
either as their exclusive objective or as one of their 
many goals. Against this background, the 19 experts 
interviewed for this study were asked to assess the 
effectiveness of the most important EU programmes 
supporting innovation and fostering innovation in 
start-ups and SMEs. According to the group of exper-
ts, and particularly across EU officials, the European 
Angels Fund, the Venture Debt Programme and the 
European Innovation Council (EIC) are among the 
most effective EU programmes in place to shore up 
innovation for SMEs and start-ups. More information 
about the key features of EU programmes suppor-
ting start-ups and innovative SMEs can be found in 
Annex 1. 

In this section of the study, feedback from EU offi-
cials and from other experts is presented separately 
to control for possible bias between EU and non-EU 
experts. Broadly speaking, results show that EU of-
ficials assigned, on average, slightly higher scores to 
the effectiveness of these programmes. Also, when 
experts were not familiar with some of the program-
mes under assessment, their answer has not been 
factored in. The European Angels Fund, an initiative 
of the European Investment Fund, and the Single 
Market Programme, were assessed by only 8 and 9 
respondents out of 19, respectively. Some experts 
also pointed out that, due to the wide array of EU 
programmes supporting innovation, it is generally 
difficult to be acquainted with them all.

By contrast, the SME Instrument was highly praised. 
According to some respondents, the SME Instrument 
was an effective, easily usable and suitable tool, whi-
ch supported SMEs and start-ups to improve their 
capacities and innovation plans. For instance, the 
tool allowed SMEs to participate as single entities 

rather than as part of a consortium.49 And this featu-
re was deemed quite helpful for SMEs to succeed, as 
it is generally difficult for these entities to develop a 
stable network and cooperate with other enterprises 
in different EU Member States. According to the EA-
SME SME-I Impact Report of 2017, the 94% of Phase 
1 and 82% of Phase 2 applications under the SME 
Instrument were submitted by single companies in-
stead of consortia.50 Once inside the SME Instrument 
circuit, entities were able to join and promote new 
networks. Moreover, the SME Instrument allowed 
SMEs and start-ups to submit applications without 
earmarking too many financial resources to external 
consultants to prepare applications, since the prepa-
ration of the proposal was “feasible” also by relying 
on internal staff.

When it comes to Horizon Europe, some responden-
ts to the interviews conducted for this study under-
line that the assessment they provided relates more 
to its potential than its actual effectiveness, as it is 
still too early to evaluate the impact of this program-
me on SMEs. Nonetheless, some noted how Horizon 
Europe is attempting to address some of the pro-
blems experienced by SMEs under Horizon 2020.

In this context, the new EIC financing scheme under 
Horizon Europe was widely regarded as effective  
in supporting innovation of start-ups and innovative 
SMEs. However, as also pointed out in other outlets, 
EIC is experiencing delays in delivering its promised 
funds, which might turn out to be problematic  
in light of the fact that timing is essential for innova-
tion.51 

49 Padilla, P., De Voldere, I. and Duchene, V., 2018. Is the SME-instrument deli-
vering growth and market creation? Assessment of the performance of the first finalised 
phase II projects. Final Report. [online] Available <https://www.horizon2020news.it/
wp-content/uploads/2018/05/sme-i_assessment_report_final.pdf> 
50 EASME SME-I Impact Report. 2017.
51 Naujokaitytè, G., 2022. The European Innovation Council fund is yet to start 
giving out money. Science|Business. [online] Available at: <https://sciencebusiness.net/
news/european-innovation-council-fund-yet-start-giving-out-money [Accessed 1 May 
2022]
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Figure 4: The effectiveness of EU programmes in 
supporting start-ups and innovative SMEs

Note: Results are not statistically representative. Likert scale: from 1 (not 
at all) to 5 (to the largest extent). The figure shows the average score of 
answers and the number of respondents.

Source: Authors’ own elaboration on data collected via interviews with 19 
innovation experts.
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Box 2. A preliminary assessment of Horizon 2020 and its role in supporting SMEs
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52 European Commission, 2017. Interim Evaluation of Horizon 2020. 
[online] Available at: <https://op.europa.eu/en/publication-detail/-/publication/fa-
d8c173-7e42-11e7-b5c6-01aa75ed71a1/language-en/format-PDF/source-77918455
53 Ibid, pp. 234-237.
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Two major takeaways can be drawn from the pre-
vious chapters of this study. On the one hand, Euro-
pe innovates less vis-à-vis the rest of the world, and 
Italy innovates less vis-à-vis Europe. On the other 
hand, as presented in Box 1 and 2, despite Horizon 
2020 has contributed to the promotion of an innova-
tive ecosystem for SMEs, still a small fraction of EU 
financing was channelled towards SMEs. As outlined, 
this might be explained, among other reasons pre-
sented in Box 2, by the complexity of the application 
process and the difficulty for SMEs to submit appli-
cations as part of pan-European consortia.

In this context, it is essential to develop a clear 
understanding of what factors drive or hinder the 
ability of Italian and European young and small com-
panies to innovate. To this end, this section presents 
a series of innovation drivers and barriers affecting 
start-ups and innovative SMEs and discusses experts’ 
opinions regarding the relevance of these factors.

In the relevant literature, the factors that slow down, 
hinder or prevent innovation are often referred to 
as innovation barriers.54 Which barriers turn out 
to be the most stifling depends on several factors, 
including the internal characteristics of the company, 
the external context, and whether the company is 
already engaged in innovative activities.55 On the 
other hand, factors that accelerate, foster or enable 
innovation are often referred to as innovation dri-
vers.56 Similarly to barriers, the relevance of a driver 
depends on the specificities of the company under 
analysis and the context in which such company 
operates.

Because of the lack of a commonly agreed classifi-

54 Hüske, A., Jan, E. and Edeltraud, G., 2014. External environment, the 
innovative organisation, and its individuals: A multilevel model for identifying innovation 
barriers accounting for social uncertainties. Journal of Engineering and Technology 
Management, 35; Bergmann, H. and Volery, T., 2016. Forschungs- und Innovationsa-
ktivitäten von Klein- und Mittelunternehmen in der Schweiz. Studie im Rahmen des 
Berichtes „Forschung und Innovation in der Schweiz, Universität St. Gallen: Schweizeri-
sches Institut für Klein- und Mittelunternehmen (KMU-HSG)
55 European Commission, 2021. Study on the effectiveness of public innova-
tion support for SMEs in Europe, European Commission.
56 Ibid

cation for both barriers and drivers, it is challenging 
to provide an exhaustive list of such factors in the 
framework of innovation. Yet, a common and largely 
adopted approach is to group them into internal and 
external. While the internal factors are those directly 
controlled by the company and relate to its internal 
structure, resources and capabilities, the external 
factors are, as the very name suggests, those beyond 
a company’s direct control.57 Regardless of whether 
they are drivers or barriers, external factors tend to 
come in clusters and are often highly intertwined 
with one another.58 In this report, a third category 
is added to account for those factors that lie at the 
intersection between the internal and external ones, 
i.e. the so-called networking factors. Factors related 
to the networking abilities of businesses can impact, 
either positively or negatively, the ability and effecti-
veness of a company to cooperate with other com-
panies and with public institutions.

57 OECD, Eurostat, 2018., Oslo Manual 2018: Guidelines for Collecting, 
Reporting and Using Data on Innovation, 4th Edition, The Measurement of Scientific, 
Technological and Innovation Activities, Luxembourg: OECD Publishing, Paris/Eurostat.
58 Ibid.

4. INNOVATION DRIVERS AND  
BARRIERS
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4.1. Innovation drivers

The most common innovation drivers are presented 
below (Table 9).

Table 9: Innovation drivers fostering the innovation performance of start-ups and innovative SMEs
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59 Caetano, I. 2017. Standardisation and Innovation Management. Journal of 
Innovation Management. 5(2), pp. 8-14
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To evaluate the effectiveness of each identified 
driver, the interviewees were asked to what extent 
they believe that the drivers in the table above, 
distinguished by category, can foster the innovation 
performance of start-ups and innovative SMEs. They 
were asked to provide a score ranging from one 
(“not at all”) to five (“to the largest extent”). Because 
no significant difference was recorded between the 
EU officials and other innovation experts, the scores 
of the two groups have been merged and averaged 
together. When no answer was provided, it was 
excluded from the average.

When it comes to the internal drivers, the presence 
of non-financial resources, such as human capital, 
digitally skilled staff and know-how, is homogene-
ously considered the most relevant (with a score of 
4.84 out of 5). Human capital and skilled staff are 
indeed essential factors both at the early stage of a 
business and to promote its sustainable and long-
term growth. General consensus was also reached 
among the interviewees regarding the relevance of 
adequate leadership with innovative and entrepre-
neurial mindset. Managers that are open to explore 
innovative and disruptive alternatives and venture 
into breakthrough projects are better positioned to 
foster the innovative performance of their busines-
ses. Access to internal cash flow to invest in innovation 
was recognised as the least relevant internal innova-
tion driver. In support of this, one expert noted that 
this heavily depends on the type of business under 
consideration: whereas it is crucial for SMEs to rely 
on sufficient internal capital devoted to innovation, 
this is not essential for start-ups, since, being at an 
early stage of their operations, they are more reliant 
on external sources of financing.

As for external drivers, interesting findings emerge. 
In particular, developed financial markets and readily 
available private capital (seed and venture capital) are 
recognised as the most relevant external factor to 
implement innovative ideas (4.53 out of 5 on ave-
rage). One expert pointed out that it is important 
to distinguish between seed capital and later-stage 
financing for the innovative development of start-
ups and SMEs. As emphasised in the New European 
Innovation Agenda (2022), the European ventu-
re capital market is heavily reliant on early stage 
financing, resulting in fewer and smaller later-stage 
investments.60 Additionally, proximity to industrial 
clusters or to quality infrastructure has also received 

60 European Commission, 2022. New European Innovation Agenda, p. 4. 
[online] Available at: <https://ec.europa.eu/info/research-and-innovation/strategy/
support-policy-making/shaping-eu-research-and-innovation-policy/new-european-inno-
vation-agenda_en>

Figure 7: Internal drivers fostering the innovation 
performance of start-ups and innovative SMEs

Note: Results are not statistically representative. Likert scale: 
from 1 (not at all) to 5 (to the largest extent). The figure shows 
the average score of answers and, in brackets, the number of 
respondents. 

Source: Authors’ own elaboration on data collected via interviews 
with 19 innovation experts.

34



a high score by the experts. One expert noted that a 
distinction ought to be made: whereas it is crucial for 
deep tech start-ups, whose business model is groun-
ded in high-tech innovation and scientific advances, 
to be close to industrial clusters and high-tech infra-
structure, it is not necessarily a determinant of the 
success of other types of innovative SMEs.

Lastly, among the networking drivers, knowledge 
transfers from research centres/universities to inno-
vative business rank first on average. Such transfers 
have been found to be crucial for the development 
of innovative SMEs.61 An expert noted that this is 

61 Kiskiene, A., 2014. Scientific Knowledge and Technology Transfer Policy in 
the EU. Economics and Business, 26, p.36.

particularly relevant for deep-tech start-ups and 
for SMEs that aim to radically innovate. Moreover, 
informal and formal partnerships between SMEs (the 
second most relevant networking driver according 
to the interviewed experts), can help increase their 
market power and allow them to mitigate certain 
risks through the pooling of R&I resources together, 
as confirmed by the relevant literature.62

4.2 Innovation barriers

Similarly to the innovation drivers, the relevant 
literature identifies internal, external and networking 
barriers. The most common barriers to innovation 
are listed below (Table 10). 

62 Torchia, M. and Calabrò, A., 2019. Open Innovation in SMEs: A Systematic 
Literature Review. Journal of Enterprising Culture, 27(02), pp.201-228.

Figure 8: External drivers fostering the innovation 
performance of start-ups and innovative SMEs

Note: Results are not statistically representative. Likert scale: from 
1 (not at all) to 5 (to the largest extent). The figure shows the 
average score of answers and the number of respondents.

Source: Authors’ own elaboration on data collected via interviews 
with 19 innovation experts.

Figure 9: Networking drivers fostering the 
innovation performance of start-ups and innovative 
SMEs

Note: Results are not statistically representative. Likert scale: from 
1 (not at all) to 5 (to the largest extent). The figure shows the 
average score of answers and the number of respondents.

Source: Authors’ own elaboration on data collected via interviews 
with 19 innovation experts.
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Table 10: Innovation Barriers hampering the innovation performance of start-ups and innovative SMEs
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Similarly to drivers, to evaluate the effectiveness of 
each identified barrier, the 19 experts interviewed 
for this study were asked the extent to which they 
believe that the barriers listed in the table above, 
distinguished by category, would hinder the innova-
tion performance of start-ups and innovative SMEs. 
More specifically, they were asked to provide a score 
ranging from one (“not at all”) to five (“to the lar-
gest extent”). Two important considerations follow. 
First, high-scoring barriers were identified in each 
of three categories, thus signalling that all three are 
important and that obstacles to innovation cannot 
be reduced to just one type of barrier. Secondly, 
barriers do not homogeneously apply to all sectors 
and industries: different sectors of the economy are 
affected by different barriers.

Among the internal barriers listed, limited non-finan-
cial resources and bad innovation-unfriendly leader-
ship were regarded as the ones creating the hardest 
obstacles to innovation. This is sensible in light of 
the fact that non-financial resources, especially rele-
vant for start-ups to grow, and a management with 
innovative and entrepreneurial mindset are essential 
components to develop and market an innovative 
idea. Some experts noted how innovation-unfrien-
dly management is often connected to the lack of 
entrepreneurial training and education, especially in 
the Italian landscape. According to the literature, the 
most affected businesses include young and small, 
tech-intensive firms, often with low profitability.63 A 
number of Italian experts highlighted that the lack of 
foreign language skills, and in particular English, for 
Italian entrepreneurs plays a significant role in limi-
ting their ability to market their idea internationally. 
Due to the globalisation of markets, the knowledge 
of English is a basic skill entrepreneurs are expected 
to have. According to most experts, low market power 
vis-à-vis larger competitors does not play a significant 

63 European Commission, Directorate-General for Internal Market, Industry, 
Entrepreneurship and SMEs, 2021. Study on the effectiveness of public innovation 
support for SMEs in Europe: final report. [online] Available at: <https://op.europa.eu/it/
publication-detail/-/publication/d031aa03-9295-11eb-b85c-01aa75ed71a1/language-en>

role in hindering innovative performance, in light of 
the fact that start-ups and innovative SMEs usually 
attempt to penetrate markets and create products 
and services for which no real competition exists 
yet. One expert, however, noted that existing com-
petition for an innovative product or service might 
potentially benefit new entrants if there is an establi-
shed customers’ base already.

Among external barriers, there is a general consen-
sus across experts on how strongly underdeveloped 
financial markets and private funding and shortage of 
qualified and skilled labour can negatively affect the 
innovation performance of innovative SMEs and 
start-ups. One expert highlighted how underdevelo-
ped financial markets are very concerning for Italian 
and European start-ups, leading a large number of 
them to seek funding opportunities overseas. This 

Figure 10: Internal barriers hindering the innovation 
performance of start-ups and innovative SMEs

Note: Results are not statistically representative. Likert scale: from 
1 (not at all) to 5 (to the largest extent). The figure shows the 
average score of answers and the number of respondents. 

Source: Authors’ own elaboration on data collected via interviews 
with 19 innovation experts.
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would result in a problematic gradual loss of innova-
tive businesses in Europe.

Finally, as far as the networking barriers are concer-
ned, limited knowledge and technological transfer 
from researchers to market operators has been 
identified as an important barrier to innovation. 
Also, limited, or lack of, involvement of customers’ views 
can be a substantial obstacle to developing inno-
vation. Yet, one expert observed how it is normal, 
especially in the early stages of the development of 
innovative ideas, not to involve customers in the de-
velopment of innovation. One expert suggested that 
another important barrier that could play a substan-
tial role would be a limited knowledge of the opportu-
nities stemming from European programmes spurring 
innovation. By not having a clear understanding of 
what EU programmes support innovation, and how 
suchsupport can be accessed, managers are discou-

raged to search for and apply for EU funding, thus 
limiting the opportunities for their business to in-
novate and grow by relying on public funding made 
available at the EU level. This argument also emer-
ged in the context of assessing the effectiveness of 
Horizon 2020: specifically a number of experts other 
than EU officials argued that EU institutions do not 
offer adequate information regarding EU program-
mes, especially to SME and start-ups (Box 2 and 
Figure 5).

Figure 11: External barriers hindering the 
innovation performance of start-ups and innovative 
SMEs

Note: Results are not statistically representative. Likert scale: from 
1 (not at all) to 5 (to the largest extent). The figure shows the 
average score of answers and the number of respondents.

Source: Authors’ own elaboration on data collected via interviews 
with 19 innovation experts.

Figure 12: Networking barriers hindering the 
innovation performance of start-ups and innovative 
SMEs

Note: Results are not statistically representative. Likert scale: from 
1 (not at all) to 5 (to the largest extent). The figure shows the 
average score of answers and the number of respondents.

Source: Authors’ own elaboration on data collected via interviews 
with 19 innovation experts. 
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Considering that SMEs are key actors in the EU 
economy and that innovation plays a seminal role 
in creating sustainable growth and labour efficiency, 
public authorities at the European and national level 
should concentrate efforts and resources towards 
the development of an innovation-conducive 
ecosystem for SMEs and start-ups to operate 
in. That said, this concluding chapter presents a 
series of policy recommendations to improve the 
innovation performance of start-ups and innovative 
SMEs both in Italy and in the EU as a whole. 
Such recommendations are based on a detailed 
assessment of the relevant literature and interviews 
with 19 innovation experts. Other than assessing 
innovation barriers and drivers, respondents were 
asked to provide up to three suggestions on how 
to further improve the innovation performance 
of start-ups and SMEs both for European and 
Italian policymakers.64 When comparing the two 
strands, noticeable differences arise. Whereas 
recommendations for the EU hinge on streamlining 
EU programmes and enhancing coordination among 
them, those for Italy turn more heavily on the 
specificities of the Italian innovation landscape.

5.1. Innovation policy recommendations for  
the EU

The EU has a vast number of programmes in place 
to support start-ups and innovative SMEs, and, as 
shown in Annex 1, such programmes provide a wide 
variety of assistance, from grants to mentoring, 
from equity financing to technical assistance, from 
business coaching to matchmaking and networking 
opportunities. When respondents stated that they 
lacked knowledge of and experience with some 
of the EU programmes, many argued this was 
partly related to the large number of programmes 
supporting innovation for SMEs and start-ups.

Yet, despite the widespread assistance to innovation, 

64 In total, 67 recommendations were collected, 38 for the EU and 29 for Italy.

EU programmes are not always fit for the objective 
of supporting start-ups and innovative SMEs. 
In order to increase the performance of the EU 
innovation programmes targeting those specific 
businesses, the EU should rethink some of its 
priorities. In this context, and in line with the views 
of several experts interviewed for this study, 
the following policy recommendations could be 
considered at the EU level to boost start-ups and 
innovative SMEs:

• Increased budget. Even though public 
funding cannot replace the role of private finance, 
a higher budget for EU innovation programmes 
is needed for them to have a significant impact 
on the economy. This recommendation was 
supported by five interviewees primarily relating to 
Horizon Europe and EIC.

• Faster and more efficient application 
process. This finding is coherent with the results 
of the assessment of Horizon 2020 provided by 
the experts and was also reported in the policy 
recommendation section of the questionnaire 
guidelines by five experts. Investing too much 
time and financial resources on the application 
process and waiting too long for the results create 
an important burden on businesses in terms of 
opportunity costs. In addition, a faster evaluation 
process would allow applicants to plan ahead more 
efficiently.

• Higher degree of coordination 
between the different European innovation 
programmes. Experts have reported that it is 
difficult for companies, and especially SMEs, to 
find the programme that better fits their needs 
in the vast landscape of European innovation 
initiatives. Often, as highlighted in Section 3.3, 
even innovation experts happen to be unfamiliar 
with some features of the most important EU 
programmes or with the programmes themselves, 
as emerged from the high number of interviewees 
that preferred not to provide any opinion and 
assessment of certain EU programmes. Higher 

5. CONCLUSIONS 
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coordination is particularly relevant to innovative 
SMEs and start-ups because they have limited 
time and resources to invest in understandingthe 
complex landscape of EU programmes. This was 
recently taken into account in the New European 
Innovation Agenda by the European Commission, 
which plans to publish guidance documents 
outlining complementarities between the available 
funding instruments.65

• Improvement of European advisory 
services. This recommendation has been 
proposed by three experts. Advisory services are 
already provided to some extent (for instance, 
national contact points provide some support to 
Horizon Europe applicants). Strengthening such 
services could help not only during the application 
process but also during the implementation 
of the innovative project once the financing is 
received by the businesses. This should also be 
matched with other types of support provided 
to fund recipients, such as business coaching, and 
matchmaking events, to facilitate the creation of 
consortia and promote a correct earmarking of the 
financing received.

A final recommendation, not specifically related 
to EU innovation programmes but rather to the 
development of a culture grounded in innovation, 
is the importance of nurturing human capital. As 
various experts have suggested, this goal could be 
achieved by promoting and fostering innovation-
oriented education EU-wide, making sure all young 
Europeans are given the possibility to develop the 
adequate skills needed in an innovation-focused 
society.

5.2. Innovation policy recommendations for Italy

Because of the specificities of the Italian case, policy 

65 European Commission, 2022. New European Innovation Agenda. [online] 
Available at: <https://ec.europa.eu/info/research-and-innovation/strategy/support-poli-
cy-making/shaping-eu-research-and-innovation-policy/new-european-innovation-agen-
da_en>

recommendations for the country revolve around 
structural and cultural changes to strive towards 
in order to foster innovation. The most relevant 
recommendations to foster Italian SMEs’ and start-
ups’ innovation performance and the promotion 
of an innovation-friendly ecosystem in Italy can be 
summarised as follows:

• Shift in the entrepreneurship culture. In 
particular, the Italian context lacks the education, 
culture and mindset that are necessary to succeed 
in the innovation field. This recommendation is 
endorsed by six experts and could partially explain 
the suboptimal innovation performance of Italian 
SMEs (Section 2.2). In particular, an expert argued 
that, in Italy, entrepreneurs are not considered 
innovators; quite often, they are just expected 
to manage capitals and keep the businesses 
financially stable whereas innovation, which is a 
higher-risk activity, is not something they should 
encourage. Indeed, it is suggested that the fear 
of failure, including the tendency to sell before 
things get too complex – consequently abandoning 
the possibility to grow independently – hampers 
innovation in Italy. For these reasons, this barrier 
should be addressed with adequate education, 
which is also suggested in studies of the OECD.66 
This should also include a digital-based education, 
which would equip students, workers and 
entrepreneurs with the necessary and up-to-date 
tools to navigate the modern world.

• Reduction in the fragmentation 
and decentralisation of public innovation 
programmes. This recommendation was proposed 
by six interviewees who argued that public 
programmes developed by Italian public entities 
to support innovation 67(including those relying 
on EU financial resources) are fragmented and 
decentralised. In fact, Italian regions have the 

66 OECD/European Union, 2019. Supporting Entrepreneurship and Innovation 
in Higher Education in Italy, OECD Skills Studies, OECD Publishing, Paris. [online] Avai-
lable at: < https://doi.org/10.1787/43e88f48-en>
67 Cavallaro, C., Filippetti, A., and Tuzi, F, 2018. Le politiche regionali sulla pro-
mozione della ricerca e dell’innovazione nell’ambito della politica di coesione europea.
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competence over most of the innovation policies 
and programmes, which are, therefore, different in 
different Italian territories. Innovation programmes 
are also considered excessively complex or 
characterised by long procedures. For these 
reasons, it is crucial for authorities at different 
levels to either make these programmes clearer, 
coherent with each other and easily accessible for 
companies, or create a single, national programme 
supporting innovation.

• Strengthening of the partnership 
between public and private institutions, 
especially regarding collaborations between public 
universities and private companies. In this regard, 
both the interviewed experts and the literature 
suggest incentivising professors and public 
researchers to work in the private sector for some 
time and  
vice-versa.68

• Lastly, Italy needs to strengthen its venture 
and seed capital markets, in order to support 
innovative SMEs and start-ups and attract 
investors. This factor is crucial considering that 
Venture Capital investments as a share of GDP 
In Italy are well below the EU average (Figure 
3). As highlighted in section 2.2, Italy was the 
4th European economy but only the 15th for VC 
expenditures in 2021.

5.3. Tackling barriers and promoting drivers

In conclusion, three factors should be the target of 
innovation policies both at the European and Italian 
level. 

• First, experts place emphasis on non-
financial resources, both as a driver and as a 
barrier to innovation. Not surprisingly, some of 

68 Passaro, R., Quinto, I., Rippa, P. and Thomas, A., 2020. Evolution of 
collaborative networks supporting startup sustainability: evidence from digital firms.  
Sustainability 12.22: 9437 .[online] Available at: <https://www.researchgate.net/publica-
tion/346877918_Evolution_of_Collaborative_Networks_Supporting_Startup_Sustainabili-
ty_Evidences_from_Digital_Firms>

the most common recommendations to foster 
innovation are related to human capital: by 
targeting education, a solid entrepreneurial culture 
at the Italian level can be established. This point 
confirms the relevant academic literature showing 
that human capital and education are important 
drivers for innovation.69

• The second key factor affecting innovation 
is the availability of financial resources. This is 
not about internal financial resources and cash 
flows, as it is common that start-ups and innovative 
SMEs cannot rely on their own financial resources 
to innovate and grow (Figure 10). More and better 
external financing, especially public, is a crucial 
factor to support innovation both at the Italian and 
European level. Whereas it seems more relevant, 
according to the experts’ opinions, to reinforce 
public financing at European level, Italy needs to 
grow and expand its private financial market, 
especially the venture capital one, considering 
that R&D expenditures by the Public Sector and VC 
expenditures are underdeveloped and below the 
EU average, respectively 60% and 51% lower. Also, 
the OECD Future of Business Survey shows that 
over 30% of Italian entrepreneurs would fund their 
business through bank loans rather than other 
private funding, including VC. 

• Thirdly, the need to reduce the bureaucratic 
hurdles faced by those businesses that apply 
for support programmes and ensuring higher 
efficiency are mentioned both at the European 
(specifically related to the administrative efficiency 
of public funding programmes) and Italian level 
(where public programmes appear to be complex 
and disconnected with each other).

 
As expounded by the studies, reports and opinions 
analysed to prepare the present report, the EU 
programmes specifically targeting innovation in 
SMEs and start-ups play a key role in the promotion 

69 Skawińska, E. and Zalewski, R., I., 2020. Success factors of startups in the 
EU—A comparative study. Sustainability 12.19: 8200.[online] Available at: <https://www.
mdpi.com/2071-1050/12/19/8200>
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of sustainable growth and achievement of the 
innovation goals of these entities. Even so, the EU 
appears to be unable to fully meet the innovation 
needs of SMEs and start-ups. One reason certainly is 
represented by the insufficient financial resources, 
which are unable to meet the demand of all EU 
businesses, therefore undermining the potential 
for a larger-scale impact. Secondly, submitting 
applications to receive financing under these 
programmes presents significant hurdles, mainly 
in terms of the complexity of procedures, the 
amount of qualified labour to prepare a convincing 
application and the prolonged waiting times to 
get the application results. Thirdly, oftentimes 
these EU support programmes are also unable to 
offer adequate non-financial support to innovative 
businesses. The possibility of providing additional 
advisory services to help eligible companies 
prepare a successful application and, especially, 
make the most of the EU funding they have 
received, should be more carefully examined by EU 
policymakers and become a reality in the future.

5.4 Concluding remarks and next steps

The present report has displayed the various sides 
of the European innovation ecosystem, focusing 
in particular on the available EU programmes 
supporting innovation. What emerges, overall, is an 
ambitious, yet unsound innovation state of affairs. 
As the report has attempted to show, despite the 
valuable contribution of Horizon 2020 in shoring 
up innovation for innovative SMEs and start-ups, a 
series of shortcomings makes it hard for SMEs to 
fully reap the benefits of the programme. 
The EU is not a stagnant reality, but rather in 
continuous evolution, particularly around the 
topic of innovation, where existing initiatives are 
sometimes redressed and new ones are promptly 
launched. This leads to a two-fold consequence: 
while it is certainly beneficial to have a dynamic 
environment, its ever-changing nature requires 
fast and accurate assessments on the effectiveness 

of the available initiatives to support innovation. 
Therefore, if we aim to turn the EU into an 
Innovation Union that is aware of what works 
and what does not, publicly disclosed data on its 
innovation programmes and initiatives should be 
readily available, regularly updated and constantly 
monitored. 

Because the present report investigates only a 
few aspects related to the EU programmes for 
innovation, the need for further studies is self-
evident. In particular, future work could further 
investigate, and monitor, whether the financing 
received by start-ups and SMEs under the 
framework programmes contribute in a significant 
manner to their innovation performance. This report 
has only presented data on the allocation of funds 
throughout Europe, with a deeper focus on Italy, and 
glossed over what SMEs and start-ups do when they 
get EU funding. In this respect, the development of 
an outcome-based approach, through which the EU 
can monitor how public money is effectively spent 
by its recipients, could be further promoted by 
future research. Also, extending the same analyses 
performed for Italy to other EU countries would help 
develop a deeper EU-wide theoretical framework as 
well as provide a comprehensive grasp of whether 
EU financing is effective for SMEs all across the EU 
and whether drivers and barriers to innovation apply 
uniformly to all EU countries.

Nevertheless, what remains undeniable, as 
underscored by all strands of current research, is 
that, to achieve solid and impactful improvements, 
there need to be efforts from all sides. Not only EU 
and national institutions should be involved in the 
development of an innovative ecosystem for start-
ups and SMEs, but also businesses, investors, and 
the civil society should be called to action. Only by 
acknowledging that promoting innovation requires 
common and coordinated efforts, innovative SMEs 
and start-ups can be equipped with the necessary 
and adequate support to drive change.
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70 ESA - The European Space Agency. ESA programmes and activities of interests to SMEs. [online] Available at: <https://www.
esa.int/About_Us/Business_with_ESA/Small_and_Medium_Sized_Enterprises/ESA_programmes_and_activities_of_interest_to_SMEs>
71 ‘Regulation (EU) 2021/523 establishing the InvestEU Programme and amending Regulation (EU) 2015/1017’ Official Jour-
nalL107/30, Article 8.1 lett. c

Other EU programmes supporting start-ups and innovative SMEs

The following table contains a non-exhaustive list of the most important EU programmes 
supporting innovation, followed by a brief description of their relevance for SMEs and start-ups. 
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Table 11: EU programmes supporting start-ups and innovative SMEs
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Source: Authors’ elaboration on official material published by EU institutions
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Table 12: Participants in FP7 and H2020 in absolute value and as share of total participants

Source: Authors’ elaboration on European Commission’s Webgate page

Full tables
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Table 13: EU funding in FP7 and H2020 in absolute value and as a share of total funding

Source: Authors’ elaboration on European Commission’s Webgate page
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Table 14: Number of entities funded by SME Instrument, EIC Pilot and EIC Accelerator

Note that from the dashboard it was necessary to select the dates corresponding to each instrument: from beginning to October 2019 
SME instrument, until the end of 2020 the EIC pilot and until March 2022 the EIC Accelerator, as indicated in the chart. 
Moreover, some methodological caveats are worth mentioning. In particular: 

• SME Instrument: 17 participants are left undefined since they are partners and not coordinators. Nonetheless, when the data are 
downloaded from the official website, they are (apparently erroneously) assigned to Greece.

• EIC Pilot: 17 participants are left undefined since they are partners and not coordinators. Nonetheless, on the official website, in 
the statistics they are all assigned to Ireland even though the country did not often participate in those consortia. The full list of 
beneficiaries and projects can be found on the EIC Accelerator data hub website.

• EIC Accelerator: 1 participant is left undefined. In the downloaded file this value is assigned to Iceland and so is in the list of 
participants in the statistics section of the website, however, since this is an error of the database design (cannot have two equal 
primary keys), we assume the section 'Beneficiaries' has the correct assignment, and since it leaves it undefined, so do we. 

Finally, the United Kingdom is included in the ‘other’ group under the EIC Accelerator.
Source: Authors elaboration on EIC Accelerator data hub.
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Table 15: EU funding under SME Instrument, EIC Pilot and EIC Accelerator

Note that from the dashboard it was necessary to select the dates corresponding to each instrument: from beginning to October 2019 
SME instrument, until the end of 2020 the EIC pilot and until March 2022 the EIC Accelerator, as indicated in the chart. 
Moreover, some methodological caveats are worth mentioning. In particular: 

• SME Instrument:  in the bar chart on the statistics section of the data hub, Ukraine has two values piled up, one with label 25, 
however, in the downloaded file, both of them are labelled as Ukraine, looking at the details of each project in the devoted section, 
only the value labelled as 'Ukraine' must be assigned to the Country and the other one left undefined, so we kept €5,228,544.57 
outside the analysis.

• EIC Accelerator: in the bar chart of the statistics section of the data hub, Croatia has two values piled up, one with label 23, 
however, downloading data from that page, both values are labelled as Croatia. If looking at the details of each project, instead, 
only the value assigned to Croatia in the bar chart corresponds to Croatian projects, so €1,692,596 is discarded.

Finally, the United Kingdom is classified in the ‘other’ group under the EIC Accelerator.
Source: Author’s elaboration of EIC Accelerator data hub.
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This Annex includes the interview guidelines used to conduct the interviews to the innovation experts. The 
guidelines revolve around three main topics: (i) drivers and barriers that affect the way innovative SMEs 
and start-ups grow and develop their innovative potential; (ii) effectiveness of EU programmes aiming to 
create an innovation-conducive ecosystem for innovative SMEs and start-ups; (iii) policy measures that 
could be taken to further support start-ups and innovative SMEs in their innovation efforts. 

Questionnaire

Q1. Please, briefly describe your current professional role. 

Drivers
Drivers are defined as factors that accelerate, foster or enable innovation in start-ups and innovative SMEs. 
They can be classified into internal, external and networking drivers. Each following section will be explored 
below.

Internal drivers: drivers directly controlled by the firm and related to its internal structure, resources and 
capabilities.

D1. To what extent do you believe that the following internal drivers may foster the innovation performance 
of start-ups and innovative SMEs? (1 - not at all; 2 – to a limited extent; 3 – to some extent; 4 – to a great extent; 
5 – to the largest extent; DK/NO – Do not know/No opinion)

Interview guidelines
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External drivers: Drivers beyond the direct control of firms

D2. To what extent do you believe that the following external drivers may foster the innovation performance 
of start-ups and innovative SMEs? (1 - not at all; 2 – to a limited extent; 3 – to some extent; 4 – to a great extent; 
5 – to the largest extent; DK/NO – Do not know/No opinion)
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Networking drivers: drivers lying in the intersection between internal and external and related to the 
relations, partnerships and collaborations established by firms.

D3. To what extent do you believe that the following networking drivers may foster the innovation 
performance of innovative SMEs and start-ups? (1 - not at all; 2 – to a limited extent; 3 – to some extent; 4 – to a 
great extent; 5 – to the largest extent; DK/NO – Do not know/No opinion)

D4. Are there any other relevant innovation drivers that we have not identified? If so, please list them and 
explain to what extent they foster the innovation performance of start-ups and innovative SMEs.
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Barriers
Barriers are factors that slow down, hinder or prevent innovation

Internal barriers: barriers related to the internal structure, resources and capabilities of firms.

B1. To what extent do you believe that the following internal barriers may hinder the innovation 
performance of start-ups and innovative SMEs? (1 - not at all; 2 – to a limited extent; 3 – to some extent; 4 – to a 
great extent; 5 – to the largest extent; DK/NO – Do not know/No opinion)
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External barriers: barriers beyond the direct control of businesses

B2. To what extent do you believe that the following external barriers may hinder the innovation 
performance of start-ups and innovative SMEs? (1 - not at all; 2 – to a limited extent; 3 – to some extent; 4 – to a 
great extent; 5 – to the largest extent; DK/NO – Do not know/No opinion)

55



Networking Barriers: barriers related to the relations, partnerships and networks established by firms.

B3. To what extent do you believe that the following networking barriers may hinder the innovation 
performance of start-ups and innovative SMEs? (1 - not at all; 2 – to a limited extent; 3 – to some extent; 4 – to a 
great extent; 5 – to the largest extent; DK/NO – Do not know/No opinion)

B4. Are there relevant barriers that we have not identified? If so, please list them and explain.
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EU programmes 

E1. In your opinion, how effective are/were the following EU programmes/institutions to support start-ups 
and innovative SMEs? (1 - not at all; 2 – to a limited extent; 3 – to some extent; 4 – to a great extent; 5 – to the 
largest extent; DK/NO – Do not know/No opinion)
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E2. If you are not familiar with one or more of these programmes, can you identify one or more reason(s) 
why you have little familiarity with these programmes?

• Lack of connection between your role and the need to familiarise with EU programmes 

• Lack of time to discover/understand EU programmes 

• No need to rely on EU programmes (no need for external funding)  

• No need to rely on EU programmes (no need for EU funding)  

• EU programmes are too complex 

• There are too many EU programmes supporting start-ups and innovative SMEs 

• Other reasons (specify)

E3. Is there any relevant EU programme supporting start-ups and innovative SMEs that we have omitted?

E4. Are you familiar with other programmes supporting start-ups and innovative SMEs other than those 
relying on EU programmes? If yes:

E4.1. Are you familiar with privately funded programmes (e.g. Breakthrough Energy established by Bill 
Gates)? If yes, are there relevant private programmes? Which ones?

E4.2. Only for experts of the Italian innovation ecosystem. Are you familiar with programmes funded by the 
Italian government/regions? If yes, are there relevant Italian programmes? Which ones?

E5. If you are familiar with the Horizon 2020 programme, indicate how much you agree with these 
statements on a scale from 1 to 5. (1 - not at all; 2 – to a limited extent; 3 – to some extent; 4 – to a great extent; 
5 – to the largest extent; DK/NO – Do not know/No opinion)
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E5.1 Please describe the pros and cons of Horizon 2020 when it comes to supporting start-ups and 
innovative SMEs. If possible, please elaborate on the SME instrument and the European Innovation  
Council pilot.
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R1. What should the EU do to further support start-
ups and innovative SMEs? Please provide at least 3 
recommendations.

Recommendation prompts:

• Among the barriers to innovation you have 
identified above, which ones do you believe should 
be tackled at EU level? How do you think the EU 
should tackle these barriers? 

• Could you please identify a selection of “quick wins” 
(quick and easily implementable solutions) that 
could improve the impact of the innovation drivers 
you have identified above?  

• Do you see pitfalls in the implementation of 
Horizon 2020? What could have been done 
differently? 

• Besides the EU framework programmes, i.e. 
FP7, Horizon 2020, and Horizon Europe, what 
should the EU do to further support start-ups and 
innovative SMEs? How?

Only for experts of the Italian innovation ecosystem. 
What should Italy do to further support Italian start-
ups and innovative SMEs? Please provide at least 3 
recommendations. 

Recommendation prompts:

• Among the barriers to innovation you have 
identified above, which ones do you believe should 
be tackled solely and/or especially at national 
level? How do you think Italy should tackle these 
barriers? 

• Could you please identify a selection of “quick wins” 
(quick and easily implementable solutions) that 
could improve the impact of the innovation drivers 
identified above in Italy? 

• Do you have any recommendations for the Italian 
policy-makers to maximise the impact of EU 
programmes supporting innovation at national 
level? 

• Besides relying on EU funded programmes, what 
should Italian policymakers do to complement EU 
actions and further support Italian start-ups and 
innovative SMEs?
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