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The strategic rationale behind the Study and its logical structure

Since the beginning of 2025, the debate on sustainable transitions has increasingly The logical structure of the Study and its novel elements

focused on costs, complexity and compliance burdens. This has led to significant
regulatory simplification at both the European and national levels.

However, the facts call for a more nuanced understanding.

In this new era, the assertiveness of global geopolitical superpowers and major tech
companies is, in fact, reducing the effectiveness of existing institutions and
regulatory frameworks. As highlighted in the Draghi Report, this landscape requires
us to rethink the transition itself from a pragmatic perspective, focusing on the
competitiveness of economic systems.

This Study explores the idea that a competitive approach to sustainable transition
should focus not only on what can be cut, but also on what cannot be sacrificed in
order to remain competitive. In simple terms, before pruning a tree, we must ask
ourselves which branch we are sitting on to avoid cutting it and actually help to
strengthenit.

The Study’s objective is therefore to help identify priority areas in which businesses
and decision-makers can collaborate. This ambition is grounded in a Report
consolidating authoritative data and unpublished proprietary analyses, as well as an
initial proposal for tools to support businesses and institutions’ strategic decisions.
These premises inform the Study’s logical framework, which is divided into three
section.
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The EU’s sustainable
transition in an age of
predators

In the age of predators, a sustainable transition can no
longer rely on global multilateralism

Growing resentment and social polarization are fuelling a
new crisis of consensus, which is also affecting the ability to
develop effective solutions and successfully complete the
transition

When the costs of inaction far exceed those of action, a
sustainable transition stops being a choice and becomes a
necessity

Simply knowing what needs to be done is not enough to
bring about change. Collaboration and dialogue are key to
transforming ‘walls’ into networks



Security, geopolitics and access to strategic resources are redefining the rules of
competition today. The model based on free trade and progressive international
integration is being replaced by a context in which major powers are increasingly using
economic and industrial tools to achieve strategic goals. Tariffs, control of supply chains
and access to critical raw materials are now key factors in international competition.

In this scenario, the United States, China and Europe are each pursuing a different
path. While the United States is strengthening its industrial policy and control over
strategic assets, China continues to adopt a strongly mercantilist approach.
Nevertheless, Europe has the opportunity to bolster its strategic autonomy, industrial
resilience and economic security while remaining open to the rest of the world.

A sustainable transition is essential for achieving this new global balance. Rather than
being separate issues, energy, industrial security, competitiveness and sustainability are
increasingly interconnected dimensions. The main risk of being sceptical about
sustainability is that it slows down the transformation process, resulting in delayed
decisions that require time, investment and foresight.

The role of politics is central: it defines strategic priorities, supports citizens and
businesses through processes of change and builds consensus around transformations
that require investment in the present to generate benefits in the future.

In an increasingly unstable context, the most costly option could be to stand still. For
Europe, and Italy in particular, establishing a clear strategic direction is essential to
maintaining competitiveness, industrial capacity, and international relevance.

“Politics is the art of making the necessary
possible. The real risk today is not choosing
the wrong path, but choosing to stand still.”

Vittorio

Emanuele Parsi

full professor of
International Relations at
the Catholic University of
Milan



Global competition hinges on the relationship between sustainability, industry and
strategic autonomy. The United States and China are adopting industrial models that
are based on long-term investment, control of critical raw materials, technological
development and the capacity to swiftly convert political objectives into tangible
growth tools. In contrast, Europe continues to struggle with fragmented decision-
making, national differences, and the challenge of translating its ambitionsinto a
unified industrial strategy.

Revising European transition policies does not necessarily mean abandoning
sustainability goals, but rather signals the growing need to ensure that the transition
is compatible with the dynamics of global competitiveness. Achieving ambitious
targets requires investment in infrastructure and technologies, as well as supporting
tools, to sustain businesses and production chains throughout the transformation
process.

In this scenario, the importance of sustainability and innovation is not diminishing - it
is evolving. Critical factors such as reducing emissions, ensuring energy security,
developing clean technologies, embracing digitalization, and securing strategic raw
materials are now more relevant than ever to productivity, supply chain resilience, risk
management, and long-term competitiveness.

Therefore, Europe’s challenge is not to choose between sustainability and
competitiveness, but to transform its industrial, technological, and regulatory assets
into a unified economic strategy capable of competing with major global blocs, while
avoiding being caught between the industrial trajectories of Washington and Beijing.

“In Europe, we are still viewing a changed
world through the lens of the 20th century. We
cannot afford to keep playing catch-up with
the other major global blocs.”

Mariangela Pira

Sky Tg24 journalist, host,
and author specializing in
international economics
and economic geopolitics




In the age of predators, a sustainable transition can no longer rely on
global multilateralism



US industrial policies are aligning with China’s on competitiveness
and security, while climate remains the priority in the EU

The industrial policy choices made by China, the US and the
EU over the past 15 years have highlighted a gradual shift in
priorities and a divergence of visions, particularly within the
‘Western bloc’.

Between 2009 and 2024, the United States adopted an approach that
became increasingly similar to China’s. The intensity of industrial policy
actions focused on climate change mitigation fell by over 45 percentage
points during this period, while the intensity of actions focused on
issues such as strategic competitiveness and national security
increased by 9 and 11 percentage points, respectively.

Meanwhile, climate change mitigation has remained the priority for
industrial policy action in the EU, albeit influenced by the international
context (55% in the 2009-16 period vs. 36% in the 2023-24 period)>.
This choice appears to reflect a ‘public concern’ that identified climate
as the issue most deeply felt by citizens between 2017 and 2022 (in 48%
and 30% of cases, respectively), but which today seem to be shifting
towards security of supply (40%) and price trends? 3.

Against this backdrop, China’s industrial vision appears to be more
stable, facilitating long-term planning of public initiatives.

Trends in the stated reasons underpinning industrial policies

versus the perceived relevance among European citizens
(percentage of policies mentioning at least one stated reason and percentage
preference among the selected variables, 2009-2024)%3

2020-2022 2023-2024

2009-2016 2017-2019

Bl National security and geopolitical concerns
B Climate change mitigation

[ Security of supply
[l Strategic competitiveness

Sources: (1) Global Trade Alert, Industrial Policy as Market-Shaping Competition: evidence from China, the EU and the USA (2009-2024) (2026); (2) World Trade Organization (WTO), Trade
& T E HA Monitoring Report - G20 (Novembre 2025); (3) TEHA analysis based on data from the Eurobarometer (2009-2026)



Significant disparities are also emerging between countries in
terms of sustainability, which could affect global competition

The issue of sustainability is becoming an increasingly
important battleground for industry, particularly between
the EU and China.

The market value of clean technologies has grown by an average of 20%
each year over the last decade, reaching almost USD1.2 trillion by 2025.
In line with announced policies, this figure is expected to reach almost
USD3 trillion by 2035, which is comparable to the current size of the
global oil market'. Renewable energy sources are also gaining a
permanent economic advantage: solar power and onshore wind power
are now more cost-effective than fossil fuel alternatives in 91% of cases,
avoiding around USD467 billion in global costs?.

However, significant competitive imbalances are emerging. The EU is at
a structural disadvantage in terms of production costs for clean
technologies compared to China, which benefits from economies of
scale, lower energy and labour costs, and an integrated industrial
chain?.

The resultis that China is gradually strengthening its position as a
global hub for transition technologies. Meanwhile, the EU and the
United States remain net importers, with direct implications for the
competitiveness of Europe’s industrial system.

€'TEHA
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China’s goal is to win the race for electrification in order to gain
control over supply chains, markets, and prices

While the debate in the West remains Electrification of economies by sector and geography
fragmented by counter-narratives, political (percentage of total energy consumption, 1980-2023)*

resistance and lobbying efforts, China has

consistently pursued a long-term industrial
strategy aimed at achieving strategic Buildings Industry Transport
competitiveness in the field of electrification. 60% e 6%

Today, this approach provides a systemic competitive

: s00 n_/,,/‘/v\" 30% L = - /
advantage: China controls between 60% and 85% of W 20% W
20% -

production capacity in the main clean energy supply ,,;/f/ v -
chains, exceeding 95% in certain stages of production!. ” 10%

This positioning is the result of two decades of 0 /_,/ 0 0 I
deliberate industrial policy. From five-year plans to the 1080 2000 2020 1980 2000 2020 1980 2000 2020
‘dual carbon goals’, Beijing has coordinated public
investment, finance, and carbon trading instruments to
develop anintegrated supply chain — from extracting

and refining critical raw materials to producing solar
panels, batteries, and wind turbines?.

. China . European union . United States

&T E HA Sources: (1) IEA, Energy Technology Perspectives 2026 (2026); (2) WEF, BCG, Already a Multi-Trillion-Dollar Market: CEO Guide to Growth in the Green Economy (2025)



Despite the shifting political climate, the financial momentum
of climate leaders remains unchallenged.

The integration of climate risk into financial markets Comparison of cost of capital and actual returns in US ‘brown’ and
determines the competitive dynamics between ‘green’ sectors’
companies, influencing valuations, returns, and the cost 0,6% 6,0%
of capital’, beyond contingent political approaches. “§
Following the Paris Agreement, higher-emission companies in the B 0,5% 5,0%
United States saw a structural increase in the cost of capital (+0.55 é @
percentage points compared to low-emission companies), = § 0.4% 4.0%
reflecting stricter regulatory expectations and investors repricing g 5 ’
climate risk. S §
However, Trump’s second term saw a departure from this trend: g 03% 3,0%
the relaxation of climate policies reduced the cost-of-capital - =
differential to just 0.30 percentage points, thereby supporting the *g % 0,2% 2,0%
short-term performance of ‘brown’ companies. § =3
Nevertheless, climate leaders continued to outperform their % o 0,1% 1,0%
‘brown’ competitors (+4.9% in actual returns) thanks to more kS
robust earnings prospects fuelled by technological innovation, g -
falling costs of clean solutions and pro-climate policy progressin 0,0% 0,0%
Europe and Asia. Pre-Paris Post-Paris Trump I
Agreement Agreement (2024-2025)
(2010-2015) (2016-2025)

i@ T E HA Source: (1) Robeco, Sl Debate: Climate investing after one year of Trump (2026)
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In EU countries, resource productivity and waste recycling
contribute 0.25% to GDP growth

Over the last 20 years, economic growth in the EU-27 Correlation between resource productivity, waste recycling rate
countries has also been accelerated by the transition and per capita GDP growth (UE-27, 2000-2021)?

to circular models.

2 1,0
Empirical evidence shows a positive and statistically significant -g
correlation between circularity performance and growth in per o
capita GDP. Specifically, an increase in resource productivity & 0.8
contributes approximately 0.14 percentage points to GDP g ........ ®
growth, while an increase in the municipal waste recycling rate % 0,6 S——
generates an additional contribution of around 0.11 percentage s e o A
points to economic growth’. ) o .. A
©04 &
The growing strategic importance of circularity is also linked to s e A
Europe’s dependence on critical raw materials. Currently, the 'g ..... . ...............
EU imports over 90% of the key resources required for > 0,2 A
batteries, renewable energy sources, semiconductors and 3 ! """""
digital technologies®. In this context, increasing material -GE) 0.0 & s
recovery, reuse and recycling reduces exposure to geopolitical oo 0 1 5 3 4 5
volatility and strengthens European industrial autonomy. f_-: Performance increase (percentage points)

®  Resource productivity (RP) (0.14%)
A Recycling rate of municipal waste (RRMW) (0.11%)

&T E HA Sources: (1) TEHA analysis based on data from V. Radivojevic et al., The Role of Circular Economy in Driving Economic Growth: Evidence from EU Countries, 2024; (2) Eurostat, EU A
—————— resource productivity in comparison with GDP and DMC, 2000-2024 9,



Growing resentment and social polarization are fuelling a new crisis of
consensus, which is also affecting our ability to develop effective
solutions and successfully complete the transition



Disinformation and social polarization have been among the
main drivers of global risk for at least the past 3 years

The unchecked spread of false information and social
polarization is undermining the foundations of social
cohesion. This is a self-perpetuating phenomenon:
disinformation amplifies divisions, and these divisions
make people more vulnerable to disinformation?: 2.

Over the last three years, misinformation and social polarization
have consistently been among the top global risks'. The two
phenomena are directly and bidirectionally linked: the spread of
false information is increasingly being used as a technique to
‘heat up the social climate’, and in turn, polarization creates
fertile ground for the spread of false narratives - a phenomenon
that is being amplified by the proliferation of digital platforms
and Al2,

This phenomenon also appears to exacerbate social conflict: half
the population now perceives the world as a ‘zero-sum game’,
believing that one person’s gain implies another’s loss3.

Sources: (1) World Economic Forum, Global Risk Report 2024-26; (2) ASviS, Although social networks are changing the face of politics, the truth still exists and must be defended (23 January 2025);

& T E A (3) TEHA analysis based on data from the Edelman Trust Barometer 2026

Top three positions in the global risk ranking?
(from bottom to top: 2024, 2025 and 2026)

Geo-economic conflict

Disinformation

Disinformation

Extreme weather events

2026 2nd 1 st

2025

Polarization

Armed conflicts

3rd




Citizens are increasingly convinced that other countries are
deliberately spreading misinformation to create internal divisions

Percentage of citizens who are concerned that other nations are deliberately spreading
misinformation through the national media to emphasize differences!

80% 75% 73%

0
2% 71% 70% 69% 69% Global average: 65%

0% 67% 66% 65% 65% 65% 64% 64% 3% 63% 0% o~ e
60% T 58% 58% 57% 0
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\g} 60 + Q (Jo\o s&V‘ & ® v\{o 5&*‘ o&v 0?} O S 64&

& T E HA Source: (1) Edelman, Trust Barometer (2026) ‘ﬁz



Income inequality breeds distrust in all social institutions,
especially governments

Governments, businesses, the media and NGOs Trends in the overall perception of institutions?

are now generally perceived as both More competent

i i i 35 .
mcompeten? and un?ethlcal. Even companies are Businesses
seen as serving the interests of a select few, 30 | NGOs o

particularly by those on low incomes. In fact,

. 25 o
39% of the population say they are prepared to
resort to hostile action to bring about change!. 20
In Italy, public trust in companies has fallen in 14 out of 17 NGOs e
sectors since 2026. The hardest-hit sectors are technology PY .0 ® Businesses
(-9 percentage points, falling from 76% to 67%), food (-6
percentage points, falling from 71% to 65%), and retail (-6 g Governments 5 | Media s
percentage points, falling from 71% to 65%). Trust in the G ® 0 o
social media sector is by far the lowest, with only 37% of g -0 -30 209 10 0 10 20 0 &
the public believing that companies in this sector are 7 B
operating correctly (13 percentage points below the Media 10
conventional trust threshold)®:2. p ti
. erceptuionamong
Governments 15 ‘ high-income citizens
-20 Perception among
Less competent low-income citizens

i@T E HA Sources: (1) Edelman, Trust Barometer 2025; (2) TEHA analysis based on data from Edelman, Trust Barometer 2026
————— <



Social isolation, or ‘insularity’, can make people feel resentful

and fuel civil unrest

The rise of disinformation and polarization is
changing the way citizens interpret the outside
world. In particular, there is a growing
perception that threats and tensions are
coming predominantly from outside, fuelling a
climate of widespread insecurity and mistrust.

This dynamic leads to a shift in patterns of trust. In
contexts characterized by an ‘insular mindset’, trust
becomes concentrated within one's own narrow circle,
while trust in institutions, the media and public leaders
decreases.

The result is a gradual weakening of the bonds of trust
that underpin open societies’. In fact, the proportion of
‘resentful’ individuals among those who feel most
socially isolated is 16 percentage points higher than
among those with more open mindsets.

Source: (1) Edelman, Trust Barometer (2026)
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“I feel resentful because businesses and governments only serve a select few.
Their actions harm me, and the system favours a wealthy elite who are
getting richer and richer™
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The media are paying increasing attention to defence, security and
industrial competitiveness, shaping the debate on the transition

Evolution of sentiment regarding the Green Deal, the Clean Industrial Deal and

Since the end of 2020, the ‘European recipe’ Defence in the media

for a sustainable transition has come under (Percentage of positive sentiment in the global media from Q1 2020 to Q2 2025)*

. . e . 80

increasing criticism in the global media 1‘ +46%
vs. 2020

landscape. Other issues, particularly those 70 70
related to defence and security, seem better

66

able to attract public support. £ 60 60
While positive sentiment towards the Green Deal has g 50 +50%
fallen by over 44 percentage points in the last six S 1‘ Vs. 2023
years, media coverage of the new priorities has o 40
increased by over 50 percentage points, driven by :E. 30

. : : @
rising international tensions. S 26
This growing focus on aspects such as the resilience of 20 20 -44%
production networks, strategic sovereignty and supply vs. 2020
autonomy seems to have found a successful media 10 10
tool in the form of the Clean Industrial Deal. This is the 0

European Commission’s new blueprint for
‘sustainable competitiveness’, incorporating the
recommendations of the Draghi Report.

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2
2020 2021 2022 2023 2024 2025

—Green Deal ——Clean Industrial Deal —Defence and Security

& T E HA Source: (1) Penta, Penta Live 2025 - analysis of over 25 million pieces of content produced in 120 countries across mainstream media outlets (e.g. Financial Times, Reuters, The Guardian, A
. A /A RLR etc.), social media platforms (X, TikTok, Facebook, etc.), institutional documents and primary research (



Even the typically polarizing issue of sustainability has
prompted the ‘losers’ to respond with a counter-narrative

oni h as fichti limate ch th . Composition of the Competitiveness Roundtable by sector and
n issues suchn as rignting ciimate change, there Is more country of origin of its member companies

public consensus than the public debate suggests'. The most
negative public narratives appear to be shaped by those who
stand to lose out from the transition, as a strategy to protect
the interests of sectors whose business is threatened by the
transition’s priorities.

In the US, the Western country most polarized on this issue, concern for
the climate is widespread across the political spectrum. It is a key
concern for 92% of progressive voters, 61% of conservative voters, and
57% of those on the far right. Although climate scepticism receives
significant media attention, it represents a minority position?.

The polarization over sustainability appears to be a communication
strategy adopted by those labelled ‘enemies of the transition’, who
would be at a disadvantage if these programmes were to succeed. The
efforts of the ‘Competitiveness Roundtable’® to weaken the EU
Corporate Sustainability Due Diligence Directive (CSDDD), which is
promoted by an alliance of multinationals in the fossil fuel sector, are a
case in point.

Lobbylnganq g Oil & Gas &% Tech
communication <

sectors Chemical @ Critical minerals Financial

i@ T E HA Sources: (1) Restoring Human Progress, University of Cambridge (2026); (2) Somo, The secretive cabal of US polluters that is rewriting the EU’s human rights and climate law, 2025
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When the costs of inaction far exceed those of action, a
sustainable transition stops being a choice and becomes a
necessity



Europe is set to be hit hardest by the effects of climate change
and is already bearing the brunt of it

Between 1980 and 2024, extreme weather
events caused an estimated €822 billion of
economic losses, with over €202.4 billion
occurring between 2021 and 2024 alone!.

Since 2009, economic losses have increased by 54%,
with an annual growth rate of 3.4%. The annual cost
of inaction averaged approximately €17.8 billion
between 2010 and 2019, rising to an estimated €44.9
billion between 2020 and 2024".

Evenin Europe, and even under the most optimistic
scenario, the number of lives lost to heatwaves is
expected to exceed those saved by milder winters.
Projections for the net increase range from 8,000 to
80,000 people per year—roughly double the number
of deathsin 2023 (48,000). The impact will be most
pronounced in southern Europe, with a second
hotspot in central Europe.)?.

70
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Annual economic losses caused by extreme weather and climate-
related events in the EU (in billions of euros, 1980-2024)’
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&T E HA Sources: (1) EEA, Economic losses from weather- and climate-related extremes in Europe (2026); (2) Copernicus, Report 2025



Competitiveness and sustainability go hand in hand, especially
in some countries more than others

Recent conflicts in Ukraine and the Middle East have Wholesale electricity prices (€/MWh)?
demonstrated that resilience, competitiveness and the

energy transition are overlapping priorities for Europe. 600
The energy mix is a key factor in competitiveness. In many
industrial sectors, energy represents the most significant 500
cost item and determines the prices of finished products.

The Spanish example provides clear evidence of how the shift 400
towards renewable energy sources has safeguarded industrial
competitiveness, even during times of crisis. In 2025, 57% of the 300
electricity generated in Spain came from renewable sources,

primarily solar power. This was the result of investments made over

the previous decade?. 200

Following the outbreak of war in Ukraine in 2022 and the recent

conflictin Iran, other European countries recorded unprecedented 100

spikes in wholesale prices (Italy: +20%; Germany: +15%). However,

Spain was able to contain volatility thanks to its energy mix being 0

less dependent on fossil fuels. The impact of this fall in prices on the S (\:\i\ 5 & c\’%@?) 0\5”@9 D> Y PP beb‘(\?ﬁ) Qﬂi”(\ﬂf‘)
economic and financial sustainability of the energy sector remains P T E T E T E T E T E T E T E
to be seen. ——France ——Germany Italy Spain ——UK

&T E HA Sources: (1) Ember Energy Research CIC, European electricity prices and costs (2026) (2) Financial Times, Power prices in Europe swing wildly as Iran A
war stokes volat|l|ty (2026) (3) Reuters, Renewables in vogue as Iran war drives up Europe power prices (2026) b,



For the Italian economy, the transition could pose a significant
risk (if delayed) or present an opportunity to boost GDP

Projections of the evolution of national GDP show that Projections of the impact of different scenarios on Italy's real GDP in
the real risk to Italy is not the transition itself, but the 2035 and 2050 (percentage change in GDP compared to 2025)2
slowdown caused by climate change. Even under the
‘Late Transition’ scenario, which assumes that current 10% Net Zero
policies remain in place, extreme weather events could o transformation
result in a 5.1% loss in GDP by 2050". ’ Net Zero 2050
Conversely, an investment-driven transition underpinned by 0%
innovation and coherent industrial policies could positively
impact the economy as early as 2030, with an increase of 1.1% by -5% Late transition
2035 and 8.4% by 2050. This would provide widespread benefits
to sectors such as manufacturing, services, construction, utilities -10%
and agriculture®. Delaying action would require more drastic

. . . -15%
measures and result in greater inflationary and employment
pressures than if action had been taken in good time. 20%
Itis no coincidence that the 2025 Annual Report on Security Climate
Information Policy, published by the Presidency of the Council of -25% catastrophe
Ministers, also identifies sustainability-related issues such as 2030 2035 2040 2045 2050

climate change, demographics, immigration and social
inequalities as key strategic threats®.

Sources: (1) Parliamentary Budget Office, Report on Budget Policy (June 2025); (2) ASVIS, Scenarios for Italy in 2035 and 2050: the false dilemma between competitiveness and
sustainability. Notes: Net Zero 2050: decarbonization by 2050. Late transition: postponement of transition policies until after 2030. Net Zero Transformation: implementation of
i@ T E HA structural decarbonization policies supported by substantial investment in innovation. Climate catastrophe: failure to adopt global measures against climate change; (3) 2025
—__ Annual Report on Security Information Policy (2025)



Over the past seven years, Italy’s most sustainable companies
have consistently outperformed their competitors

Since 2017, the financial data of companies included A comparison of high-ESG and low-ESG companies: performance
in the Tagliacarne-Unioncamere survey have shown indicators (2017-2024, 2017 Index = 100, N=4,500 companies)’
a clear d.|st|1nct|on between high- and low-ESG Revenues Employees
companies’.

150 150
Compared to 2017, the revenue of high-ESG companies 130 130

increased by 65% in 2024, compared to 55% for low-ESG
companies. Meanwhile, their respective number of employees 110 110

grew by 40% and 28% respectively. The ‘ESG effect’ was even 90 90

more pronounced when fixed assets were considered, with A D O SN D A D O SN D

high-ESG companies experiencing growth of 49% and 167% in IENEEN PRGN GAN D A A A A S S

tangible and intangible assets, respectively. By contrast, low-

ESG companies experienced significantly more modest Tangible assets Intangible assests

increases of 27% and 97%, respectively. 150 -

Furthermore, companies with a high ESG rating have better 130

future prospects. 42% of high-ESG companies expect turnover 200

to increase in 2026, double the figure recorded among low- 110 150

ESG companies (21%) 2. The same applies to expectations 90 100

regarding workforce growth in 2026: 25% of high-ESG A D O DN DD A A D O O DN DD A
. . TS S A S A A e SIS S T A S A S

companies expect an increase, compared to 10% of low-ESG DT AT AT AR AR AT DT AP D N N N NN

companies. = High-ESG companies Low-ESG companies

i@ TEHA Sources: (1) Tagliacarne Research Centre - Unioncamere survey (2025); (2) ASviS, Scenarios for Italy in 2030 and 2050: Sustainable Investment
- and policies in an unstable world (2026) <



Circular businesses are 28% more creditworthy, making them
more attractive to private investors

Italian credit institutions could achieve potential Probability of default trends among Italian circular and traditional
savings in terms of risk exposure of around €4 for businesses (percentage, 2021-2024 N=2,000 companies)!
every €100 of loans granted, as well as €0.3 in
regulatory capital, if they were to direct their lending
towards circular economy businesses?.

4,0% 3,89% 3,86%

A

: : : 3,6%
Circular businesses are generally considered to be more °

creditworthy due to their stronger economic fundamentals. 3.18%
Compared to traditional competitors, circular businesses: 3,2% ’

125 basis points

* generate around 1.5 times more cash;

* havedebt levels that are 6% lower; 2,8% 5 61% 5 61%

* show a24%? higher debt coverage ratio based on operating 2,51% 2,48%/

profit. 2.4%
These factors make circular enterprises particularly attractive to
the financial system, as they are associated with lower credit
risk and greater stability in cash flow generation over time. 2,0%
Looking ahead, the adoption of circular business models could Qq,'\/ Qf{)' Qf{,” Qf\?‘
therefore contribute to environmental sustainability and reduce v v v v
s.ysterr.lic .crecflit risk and the absorption of regulatory capital for ——Circular businesses —Traditional businesses
financial institutions.

i@ T E HA Sources: (1) CDP, Circular economy: a lever of business competitiveness, (2024); (2) Cerved Rating Agency, The impact of the circular economy on
—— the risk profile of Italian companies (2024)



Simply knowing what needs to be done is not enough to
bring about change. Collaboration and dialogue are key to
transforming ‘walls’ into networks



Even the wealthiest societies struggle to take action without a
credible vision capable of motivating people

G7 countries consistently demonstrate lower Level of optimism and openness towards the future?
levels of optimism and openness to change than

. . 4,2 .
emerging economies?, S v Kenya . China
S 2cng Turkey India

In high-income countries, decades of sluggish growth, T8 W 4 . LR
ine i itical i ili 0250 ¢ South Africa o

quality and political instability have gradually eroded o> Mexico o Nigeria
confidence in progress. The result is a population that is j:;" S i T L 4 Saudi Arabia

- . . Q °a 5 i .
less willing to accept change, less inclined to support long- o g S e Colombia® ¢ chile
term investment and less willing to embrace the structural s = § - ? + Argentina Indonesia
. . . . . O .
transformations required by the ecological and industrial § % g o2 w 36 Brazil « ¢
oy 2 O

transition. ss$ag g Germany

. « S e 268 v 34 . Australia  South Korea
As Diane Coyle observes: “People across the world £ 0535 Canada e .
and across the political spectrum care deeply about climate S g @ § g France italy * o USA
change and the loss of nature. However, their concern does 2320 > 3,2 ¢ Norway ¢ UnitedKingdom
not translate into strong support for the government policies § %D g § ﬁ Japan
and corporate strategies needed to solve the problem”. o= s 2 3

. . - 2

Therefore, the issue is not a lack of awareness, but rather $28%8 22 2,7 3,2 3,7 4,2
the difficulty of constructing a vision of the future that is ® Optimism:

perceived as credible, fair, and desirablel. average score for the question "To what extent _do you agree with the
statement ‘The world will be a better place for my children than it was for me’?"
(Scale 1-5, where 1 = strongly disagree and 5 = completely agree)

Country groups (GDP per capita): 4 High-income € Middle-income 4 Low-income
i@ T E HA Sources: (1) Diane Coyle on Financial Times (29 October 2025); (2) Restoring Human Progress, University of Cambridge (2026) A
e <



Rather than merely negotiating, governments and businesses are
now expected to collaborate, particularly on sustainability issues

Perceived benefits of different leadership models!

The climate challenge and biodiversity loss
Y

cannot be addressed as separate issues. 30
They require a fundamental realignment of

interests between the public and private 20

sectors that goes far beyond the logic of

regulation and compliance. 10 L
In fact, leadership models based on collaboration

o

between governments and businesses are
perceived as beneficial by the public across all the 10
global regions analysed, with a score of around +20
points. By contrast, the public perceives the

: : : -20
dominance of either government or businesses as
having negative effects: -3.5 points if leadership 20
were entrusted solely to governments, and -16.3 i ]
. . . Developing  Developed France Italy USA Germany
points if businesses were the sole leaders. In other ; ) \ )
.. . countries countries
words, citizens believe that the only way to make
‘good’ decisions and take effective action on W Collaboration between government and businesses
sustainable transition is to foster collaboration m The government should take the lead.
between institutions and businesses. ® Businesses should take the lead

@TEHA Source: (1) The University of Cambridge for Sustainability Leadership, Restoring Human Progress (2026)
— </



Almost all citizens (96%) believe that large companies Comparison of responsibility, capabilities and perceived effectiveness in
should engage in dialogue with local communities, dialogue by large companies?

and 88% recognize their potential to create value g

through business activities. é "'410/0
However, when the effectiveness of that dialogue is measured, < 0.8 Engagement
the assessment is scaled back drastically: only 55% of gap
respondents believe local businesses engage in effective

dialogue. 06

In a context of widespread mistrust, 35% of people state that a

trustworthy company is one that encourages collaboration to

find shared solutions to divisive social challenges?®. Today, 0.4
companies enjoy a kind of ‘social licence to operate’ - but only

if they act effectively, ethically and responsibly. Superficial or

belated consultations do not resolve conflict; they risk

. . . 0,2
exacerbating it. An example of this can be seen in the 156 _
Italian infrastructure projects that are still stalled due to o
. . . . o1y ©
territorial disputes, with a total value of around €27 billion?. g
Z 00
Responsibility Capabilities Effectiveness
Q2: Should large companies Q1: Can large companies Q3: Do local companies engage
be responsible for generate value for local in effective dialogue?
promoting dialogue? communities?

KQT E HA Sources: (1) A2A, TEHA, SDA Bocconi, Creating value through stakeholder engagement (2025); (2) Edelman Trust Barometer Global Report (2026)



Overview dei Key Message di Sezione

2.1. Despite regulatory uncertainty and a lack of financial
recognition from the market, 75.5% of business leaders believe
that prioritizing sustainability initiatives with a payback period
of under 36 months is a matter of ‘antifragility’

2.2. The transition’s promise not to leave anyone behind
appears to have been broken, as it has created vastly different
competitive prospects for ‘winning’ and ‘losing’ sectors

2.3. To promote the growth of supply chains, businesses need

I I 0 N on-n egOtl d b l-e policies that encourage greater harmonization of regulations
. o 0 * and ongoing incentives
priorities

2.4. Just under 51% of businesses and policymakers agree on
the priorities of the transition. The gap lies less in the issues
themselves than in the instruments chosen and, above all, in
the complexity of the regulatory framework - particularly with
regard to decarbonisation, climate adaptation, and the circular
economy

*
The following section summarizes the key findings of the analyses and calculations developed specifically for this strategic Study. Further details on
$TEHA g y g y pedsp y g y ﬁz

the samples’ characteristics and the methodologies employed can be found in the Methodological Note on pages 59-60.. 59-60.



Ambitious targets defined from above alone are not enough to complete the
sustainable transition. Instead, economic systems, regions and supply chains must be
guided along specific, shared paths of transformation. At this critical pointin history, it
is urgent that the industrial, economic and social conditions necessary for the transition
to succeed are created.

Profound transformations require tools that can balance innovation, competitiveness
and productive cohesion. Policies that focus solely on long-term targets, without providing
adequate support or involving the industrial sector, risk having unintended consequences.
These include investment uncertainty, a slowdown in innovation, and a growing disparity
between regulatory objectives and businesses’ actual ability to meet them.

Therefore, the challenge is not to slow down the transition, but to develop
evolutionary models that can harness the unique features of different regions,
incorporate technological innovation, and facilitate the transformation of existing
economic sectors.

From this perspective, competitiveness is measured by more than just the ability to
reduce emissions or meet new standards. It is also measured by the ability to build
resilient industrial networks, develop new skills, create connections between sectors and
transform innovation and sustainability into economic and social value.

In Europe, we should focus less on chasing models developed elsewhere and more on
capitalizing on our distinctive strengths, such as industrial quality, the capacity for
innovation, regional roots, and creating new supply chains that can balance economic
growth, sustainability, and long-term development.

The only way we can overcome the ‘walls’ that are gradually separating us is by
networking with businesses and institutions.

“Industrial and regional networks are the
pillars on which Europe can build to take on
new challenges, as well as fostering
innovation, cooperation and a shared
industrial vision.”

Catia Bastioli
Novamont CEQO,

Italian chemist,
entrepreneur and
innovator, and one of
Europe’s leading figures in
the circular bioeconomy



Rather than labour costs, the ability to create favourable conditions for
manufacturing, innovation and investment is becoming an increasingly important
factor in European industrial competitiveness. Europe still has a strong manufacturing
presence in the household appliances sector, with Italy, Poland and Germany being key
production hubs. However, the competitive landscape is changing rapidly. The growth of
Asian producers, driven by high levels of automation, technological capability and lower
production costs, is shifting the balance.

To safeguard its competitive advantage, Europe must create conditions that enable
industry to continue producing and innovating within the European Union. The key
areas requiring action are energy, raw materials and technology. Although automation is
reducing labour costs, energy costs remain one of the main strategic variables for
European manufacturing.

Added to this is the issue of the regulatory framework. While certain regulations
introduced in recent years, such as the CBAM, the revised F-gas Regulation and new
supply chain and product sustainability obligations, pursue laudable objectives, they risk
generating costs and complexity that primarily affect European producers if they are not
accompanied by equivalent competitive conditions along global value chains. The
increasing fragmentation of national requirements also poses the risk of placing further
competitive pressure on businesses.

To preserve European manufacturing, we require industrial policies that can balance
sustainability, innovation and competitiveness. The ability to maintain production,
investment and technological leadership in Europe will be increasingly importantin the
competitive landscape of the coming years.

“Nobody is calling for less Europe. We
already have plenty of rules; we just need
to learn how to use them wisely.”

Marco Imparato
APPLIA ltalia
General Manager




Despite regulatory uncertainty and a lack of financial recognition from

the market, 75.5% of business leaders believe that prioritizing
sustainability initiatives with a payback period of under 36 months is a

matter of ‘antifragility’



When it comes to integrating sustainability into business, the
benefits of cross-functional collaboration far outweigh any resistance

In nearly 7 out of 10 companies, sustainability is already a focus of “As a manager, in which areas do you encounter the most cooperation or
cross-functional collaboration. The sustainability function’s most resistance from other relevant business functions when it comes to
effective collaborations with colleagues involve processes such as integrating sustainability?”
Risk management (76%), Management systems (75%) and
Reporting (72%). Risk management |
However, the greatest resistance emerges in more sensitive areas, Management svstems
such as remuneration (25%), stakeholder engagement (21%) and g y
sustainable procurement (21%). Reporting and disclosure n
The ability to collaborate effectively with other departmentsis .
. . . . e . Strategy and planning
directly linked to the influence that the sustainability function has on
corporate strategies. 97% of managers who report a high level of Training and skills development B |
collaboration also report a significant influence over business
decisions. Where collaboration is lacking, however, the ability to Sustainable procurement B |
influence corporate decisions is often perceived as non-existent. _ o
Dialogue with investors and stakeholders I |
i 00
[ AN
THE LEADERS' ROUNDTABLE PERSPECTIVE - Remuneration and incentives . m
Building influence and collaboration go hand in hand. Simply appointing a
dedicated sustainability manager is not enough if the issue is not integrated into 0% 20%  40%  60%  80%  100%
the company's processes and culture. Change requires leadership, cross- . . . . .
functional collaboration and the ability to inform strategic decision-making, W Extensive cooperation ™ Occasional cooperation  ® No cooperation

particularly when innovation and investment necessitate a long-term vision.

W Resistance Don’t know/not applicable
&TEHA Sources: TEHA analysis based on proprietary data collected via the ‘Non-negotiable priorities for the future of businesses and sustainable transition’ survey (April 2026). A
e </



In the past 3 years, 8 out of 10 companies have increased their sustainability
commitments, driven by influential managers and compliance

Over the past 3 years, companies’ commitment to ESG issues
has grown significantly, aided by strong European regulatory
pressure: 68.6% of companies report having increased their
actions in this area, albeit often through selective measures.

The data also highlight the important role of governance. In the
most active companies, the development of the ESG model was
supported by individuals with strong leadership skills and
significant internal influence in 83% of cases. However, in the
absence of such figures, commitments appear to be driven more
frequently by external factors related to compliance and market
expectations (e.g. requirements from major clients).

In contrast, only 25.5% of companies have maintained or reduced
their commitment over the past 3 years.
=

THE LEADERS' ROUNDTABLE PERSPECTIVE o=

Within the company, sustainability is often influenced by compliance,
which poses risks. The most significant risk is that it reduces the ability of
sustainability to generate true innovation. When sustainability is viewed
merely as an obligation rather than a strategic tool, its transformative
potential is greatly diminished.

50%

40%

30%

20%

10%

0%

“Over the past 3 years, your company’s strategic commitment
to ESG issues has...”

Increased
significantly

Decreased | don’t know

significantly

Decreased
selectively

Remained
stable

Increased
selectively

“How influential do you feel you are as a manager when it comes to your
company’s sustainability decisions?”

B Very much M Somewhat ® Not much H Not atall m | don’t know

& T E HA Sources: TEHA analysis based on proprietary data collected via the ‘Non-negotiable priorities for the future of businesses and sustainable transition’ survey (April 2026).



When the market does not recognize the value of sustainability,
companies focus on quick wins with returns within 36 months

“How long did it take your company to start reaping the benefits

When analysing the ‘payback’ times for sustainability ] ! R
of its commitment to sustainability?”

initiatives, a clear divide emerges: 38.2% of companies report
seeing benefits within three years of launching their initiatives,

(]

while 27.5% say they have not yet seen any tangible results. 30%
The findings are equally interesting when viewed from the 25%
opposite perspective. Among companies that have significantly -
increased their sustainability efforts over the past three years, 20% —
64.5% saw benefits within the same timeframe. This figure drops 15%
to 46.2% among those that took a more selective approach.
However, in more than 4 out of 10 cases, the benefits only 10%
become apparentin the medium or long term. The ‘return’ on .
sustainability does not happen immediately; concrete results 5%
require continuity and strategic consistency. 0%

% Immediately Medium term Long term They have never We haven’t had
THE LEADERS' ROUNDTABLE PERSPECTIVE }‘{ (<12 months) (1-3 years) (>3 years) materialized time to assess

them yet
Awareness among end consumers remains one of the main obstacles to

accelerating sustainability. In the absence of clear market recognition of
economic value, businesses are primarily responsible for the costs of the
transition. To avoid losing competitiveness, these companies can only seek
‘quick wins’ that generate returns within a very short timeframe. B Decreased selectively W Decreased significantly I don’t know

“Over the past 3 years, your company'’s strategic commitment to ESG issues has...”

W Increased significantly m Increased selectively Remained stable

i@ T E HA Sources: TEHA analysis based on proprietary data collected via the ‘Non-negotiable priorities for the future of businesses and sustainable transition’ survey (April 2026). A
. </



Although they do not foresee significant benefits in the near future, the
ongoing simplification of EU regulations is not holding businesses back

Despite the current review of the regulatory framework “How has the current regulatory uncertainty affected your company’s
prompted by the Omnibus decrees, the regulatory uncertainty sustainability commitments?”
that characterizes this new ‘European season of sustainability’ 50%

does not appear to be deterring companies. In fact, 75.5% of
companies believe that maintaining or strengthening their

existing ESG commitments is the right approach. In other 0%

words, companies are addressing this issue for reasons that

extend beyond mere regulatory compliance. 30% -

Although businesses perceive the regulatory simplification

introduced over the past year and a half as advantageous, its 20%

anticipated impact on business appears to be marginal. While

51.9% of companies expect to benefit, these benefits are 10% e

generally considered to be modest. Nevertheless, more than one . .

in three companies believes that reducing regulatory pressure 0% — —

would not be beneficial. We have We are We have We are Wehave  Idon’t know
sped up considering  remained considering slowed down

Whether competitiveness is gained or lost through sustainability,
it depends less and less on compliance alone, and increasingly on
the link between sustainability and industrial strategies.

speeding up constant  slowing down

“What impact would a reduction in regulatory pressure on sustainability issues have
on your business?”

W Very positive M Moderately positive I don’t know

B Moderately negative B Negative No impact
&TEHA Sources: TEHA analysis based on proprietary data collected via the ‘Non-negotiable priorities for the future of businesses and sustainable transition’ survey (April 2026). A
—— <



The 3 areas of sustainability that companies are not willing to
compromise on are energy, working conditions, and circularity

Removing regulatory obligations would not change companies’
priorities uniformly. Certain aspects of sustainability are now
firmly embedded in corporate strategies because they are seen
as key drivers of competitiveness, efficiency and resilience.

Regardless of regulatory constraints, companies would continue
to prioritize energy efficiency (23%), working conditions and
employee safety (19%), and the circular economy (14%).

This finding is further supported by the fact that, when asked
which sustainability projects they considered strategic enough to
continue over the next 3 years, more than 50% of surveyed
companies cited energy efficiency and renewable energy
initiatives, and 14.7% highlighted circular economy projects.

s
THE LEADERS' ROUNDTABLE PERSPECTIVE

Although regulatory compliance was the driving force behind the
transition, today it risks hindering innovation. In order to transform these
provisions into a driver of development capable of supporting long-term
investment and strategy, companies require stable, predictable and
consistent standards at a European level.

“Imagine that the European Union were to remove all sustainability

regulations tomorrow. Which areas would your company consider
strategic enough to continue focusing on?”

Energy efficiency

Working conditions and employee safety
Circular economy and waste management
Internal training and skills development
Sustainable innovation

Human and labour rights throughout supply chains
Decarbonization and emissions reduction
Water management

Diversity, equity and inclusion
Transparency and communication

None

Stakeholder engagement

Protection of biodiversity and ecosystems

I 3%
I  19%
I 14%
I 3%

I 7%

I 7%

I 7%

N 600

I 4%

2%

M 2%

2%

B 1%

&TEHA Sources: TEHA analysis based on proprietary data collected via the ‘Non-negotiable priorities for the future of businesses and sustainable transition’ survey (April 2026). A
I </



The transition’s promise not to leave anyone behind appears to have
been broken, as it has created vastly different competitive prospects for
‘winning’ and ‘losing’ sectors



The competitive landscape in various sectors around the world has
already adopted sustainability, particularly with regard to energy issues

Around 1in 4 businesses already recognizes that In relation to the following issues, to what extent do you believe your sector is
sectoral competition on international marketsis exposed to international competitive pressures?

linked to sustainability issues. These factors now

play a significant role in the dynamics of global Energy efficiency and energy costs

competition, exposing European companies to new

crer . . ] . ) Environmental product standards
market equilibria in which sustainability can be a

production factor and a key determinant of Sustainable innovation
competitive success. Transparency with customers and investors
Over 88% of companies identified energy efficiency Circular economy and resource management

and cost as the main area of competitive exposure,
followed by sustainable innovation (83%) and
environmental product standards (82%). This Decarbonization and emissions reduction
pressure appears to be particularly significant in the
manufacturing sector.

Working conditions throughout the supply chain

Human rights and due diligence

. Stakeholder engagement
Even today, less than 45% of the companies surveyed

report competitive pressures relating to issues such Biodiversity and ecosystems
as biodiversity and water management. Water management
0% 20% 40% 60% 80% 100%
H Highly m Somewhat Moderately

& T E HA Sources: TEHA analysis based on proprietary data collected via the ‘Non-negotiable priorities for the future of businesses and sustainable transition’ survey (April 2026). A
—— <



Depending on the sector, the transition affects the ability to
compete internationally in different ways

More than 54% of companies recognize that the European “In a competitive comparison with the US and China, the current level of
approach to sustainability is having different effects on environmental and social standards in the EU represents...”
competitiveness across sectors.

30% view environmental and social standards as a
temporary disadvantage that can be used to gain a long-
term competitive advantage. However, 24% believe that
the current regulatory framework only benefits certain
sectors, causing irreparable damage to others.

Companiesin the. electroqic equipment manufactur.ing AT o et
sector are more likely to view standards as a potential term commercial
source of competitive disadvantage in both the short An advantage for some sectors and a advantage, 13%
(10.8%) and long (9.8%) term. In contrast, companies in the disadvantage for others, 24%

non-electronic goods sector recognize the greater benefits

(7.8%).
=l
THE LEADERS' ROUNDTABLE PERSPECTIVE ;&{

Sustainability can be a key factor in determining the global
positioning of European companies. The real issue is no longer
whether to invest in the transition, but rather how to compete in an
increasingly polarized global landscape. Against the backdrop of the
realignment of the US and China’s industrial acceleration, sustainable

innovation has become a competitive priority for European companies. ]
</

A short-term
disadvantage, but a
potential long-term A medium to long-term commercial

advantage, 30% disadvantage, 21%

@ T E HA Sources: TEHA analysis based on proprietary data collected via the ‘Non-negotiable priorities for the future of businesses and sustainable transition’ survey (April 2026).



Although each sector identifies its own specific priorities for the
near future, cross-cutting issues are emerging

Investments in energy efficiency and the
circular economy are set to remain
centralin the coming years.

Specifically, maintaining commitments to
renewable energy supply is the priority in

6 out of 8 sectors. This is partly due to the
recent energy crisis, which has made
companies recognize this area’s
importance for competitiveness and
industrial capacity. (—]

THE LEADERS' ROUNDTABLE
PERSPECTIVE

Unlike energy and digital technologies, the
implementation of other sustainability
measures generally involves higher initial costs
and less immediate returns. Although
technologies such as Al can generate visible
short-term benefits, achieving circularity
demands a substantial initial investment, a
longer timeframe and a profound operational
transformation.

“Which of the sustainability projects launched by your company do you consider to be strategic
in maintaining or increasing your commitment over the next three years?”

Electronic product retail Chemical industry

1. Training and working conditions (33%) 1. Circulareconomy and waste management (50%)
2. Circular economy and waste management (25%) 2. Procurement of renewable energy (50%)

3. Procurement of renewable energy (25%) 3. -

Non-electronic product retail Electronics, electrical engineering & loT industry
1. Procurement of renewable energy (32%) 1. Procurement of renewable energy (27%)

2. Decarbonization and emissions reduction (16%) 2. Energy efficiency (23%)

3. Energy efficiency (16%) 3. Circular economy and waste management (14%)
Energy industry Metalworking and equipment industry

1. Procurement of renewable energy (100%) 1. Procurement of renewable energy (35%)

2. - 2. Energy efficiency (21%)

3. - 3. Circular economy and waste management (15%)
Healthcare Fashion

1. Procurement of renewable energy (60%) 1. Procurement of renewable energy (33%)

2. Circular economy and waste management (20%) 2. Circular economy and waste management (17%)
3. Certifications (20%) 3. Sustainable procurement (17%)

i@ T E HA Sources: TEHA analysis based on proprietary data collected via the ‘Non-negotiable priorities for the future of businesses and sustainable transition’ survey (April 2026). b
e </



To promote the growth of supply chains, businesses need policies that
encourage greater harmonization of regulations and ongoing incentives



In an age of predators, political laissez-faire is not an option for
businesses, as domestic growth and protectionism are the priority

A total of 58% of businesses recognize that the primary goal of
European industrial policy should be to bolster the domestic
manufacturing sector by promoting industrial capacity, strategic
autonomy and competitiveness.

No company believes that the regulatory framework should limit
publicintervention.

Instead, institutions are being called upon to play a more active role in

supporting industrial development and the transition to sustainability.

Almost 1in 5 businesses (19.6%) emphasizes the need for measures to
safeguard European production systems, confirming the perception of
an increasingly risky and ‘zero-sum’ context.

By contrast, there is still low demand for policies favouring aggressive
expansion into global markets (8.8%) or the strengthening of
international influence through standard-setting (5.9%).

090
LEADERS ROUNDTABLE’S PERSPECTIVE D

Industrial competitiveness is not achieved through protectionism, but by creating

stable conditions for transformation. Providing continuity of incentives and
support for positive behaviour is more important than taking a mainly punitive
regulatory approach.

“What should be the primary focus of the European Union's economic and

industrial policy between 2026 and 2030?

57,84%

m Internal development and
industrial strengthening

Protection and defence of
local production systems

| don’t know
m Aggressive expansion into
global markets

Standards international
settings

m Reducing public intervention
and adopting a laissez-faire
approach

& T E HA Sources: TEHA analysis based on proprietary data collected via the ‘Non-negotiable priorities for the future of businesses and sustainable transition’ survey (April 2026). A
— </



According to businesses, the policy should focus particularly on
energy costs, streamlining regulatory procedures, and cleantech

The recent conflict between the US and Iran has once Rank the following areas in order of priority for policy interventions aimed at
again emphasized the importance of addressing enhancing national competitiveness

energy costs to protect the competitiveness of EU

industry. Energy costs "
Businesses also consider the government’s Simplification of authorization processes [l

commitment to streamlining regulatory processes and .

developing clean technologies to be of the utmost Development of cleantech for strategic sectors

importance. Development of alternative energies to fossil fuels Il

The business community is more d|V|deq on issues such Research, development and digitalization

as the development of alternative energies,

digitalization, and access to credit. However, there Simplification of access to sustainable credit M

appgars to be broad agr.eement on the top three . Quality of work, productivity and social inclusion

priorities across the various sectors represented. This

fragmentation is partly due to the characteristics of Resilience & industrial autonomy of critical sectors |

individual sectors. % Training, reskilling and skills for the transition |

THE LEADERS' ROUNDTABLE PERSPECTIVE aaw

Priorities that cannot be postponed include energy, No policy action in the area of sustainability

industrial development and employment across supply

chains. To accelerate investment, technological 0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

development, and the competitive capacity of the

milst ©2nd = 3rd
industrial system, costs must be reduced and authorization

procedures simplified.
i@ T E HA Sources: TEHA analysis based on proprietary data collected via the ‘Non-negotiable priorities for the future of businesses and sustainable transition’ survey (April 2026).
. </



Although incentives are an effective regulatory tool for
addressing most issues, they require continuity

100%

Direct public investment plays a complementary role, particularly in 80%
more capital-intensive contexts, such as sustainable technological

innovation (23.5%). 60%

In contrast, companies are primarily looking for regulations and
standardsin areas such as Climate adaptation and the Circular

economy, both of which were cited by 39.2% of respondents. 40%

In most of the analysed areas, businesses consider economic and “Which policy lever do you consider most effective for each of the
fiscal incentives to be the most effective policy lever, particularly following areas?”
for supporting sustainable technological innovation (63.7%),
developing skills (51%), decarbonization (50%) and providing
access to capital (45.1%). ]
=
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Incentives are now key to speeding up the transition. However, to be

effective, they must be stable and accessible, and consistent with long-term 0%

objectives. In the early stages of the transition, incentives and financial su pport Sustainable Circular Decarbonization Climate adaptation Fundingforthe  Skills and quality

encourage businesses and supply chains to embrace change. However, in the technological economy and energy transition of work

later stages, clear rules, predictable trajectories and a regulatory framework mnovation competifiveness

that can guide investment without creating unnecessary complexity also B Economic and fiscal incentives m Direct public investment

become essential.

20%

m Regulations and standards | don’t know

i@ T E HA Sources: TEHA analysis based on proprietary data collected via the ‘Non-negotiable priorities for the future of businesses and sustainable transition’ survey (April 2026). A
— </



Just under 51% of businesses and policymakers agree on the priorities of
the transition. The gap lies less in the issues themselves than in the
instruments chosen and, above all, in the complexity of the regulatory
framework - particularly with regard to decarbonisation, climate
adaptation, and the circular economy



STAGE Index: a roadmap to help policymakers and businesses
align their priorities regarding the transition

The Sustainable Transition Alignment between Governments & STAGE Index
Enterprises Index (STAGE Index) is an initial pilot project designed The extent to which policy and business priorities align in terms of
to measure the degree to which the priorities expressed by the future of the European sustainable transition
businesses align with the current policy direction regarding the o )
. oy . Ranking is based on the importance of
future of the sustainable transition at European and nationallevels.  piness feaders according to the level of v Average 5 1 o) /0
The index is based on the results of a business survey conducted in competitive presstire on businesses STAGE Index
2026 and a proprietary analysis of over 281 sustainability policies 1.Industrial decarbonizationand 5 q, —
issued at European and national levels between 1991 and 2026. These energy competitiveness .
policies currently constitute the existing regulatory framework on the 2. Sustainable technological @ O o
subject. innovation I
I
Specifically, this tool categorizes three variables: 3.Circulareconomyandraw 1 penans
. . .. material security
* the level of alignment between the thematic priorities to be
pursued; 4. Access to capital and financing

. . for the transiti
¢ thelevel of alignment on the policy levers to be used to promote orthetransition

the various aspects of the transition; 5. Climateadaptationandsupply .o/ 0
chain resilience

|
* theregulatory complexity that businesses currently face in the I
key dimensions of the transition. 6. Skills, reskilling and qualityof R
|

work during the transition
In its current form, the Index does not yet take into account public [ . .
perception, despite this representing a key variable in the transition Structural Maximum

misalignment alignment

due toits influence on legislators.

@TEHA Sources: TEHA analysis based on proprietary data collected via the ‘Non-negotiable priorities for the future of businesses and sustainable transition’ survey (April A
- 1 JEE/R 2026); and analyses conducted using a proprietary database of 281 sustainability policies issued at the European and Italian levels between 1991 and 2026 b



STAGE Index: the divergences relate to the tools and clarity of the
policies used to address the issues, rather than the issues themselves

The average level of convergence recorded (51%) masks
significant disparities among the three considered variables.
While there is high alignment (92.1%) between legislators and
businesses on the priority issues to be addressed, there is less
agreement (68%) on the most effective levers to tackle these
issues. High regulatory complexity appears to negatively
affect almost all key transition issues.

In areas such as Industrial decarbonization and Climate change
adaptation, where there is a higher level of convergence on
thematic priorities and policy levers, regulatory complexity
appears to be the most significant obstacle. This variable is
measured using a 0-1 scale that assesses the difficulty
businesses face in keeping up with compliance in terms of:

* regulatory density (the greater the number of policies
issued, the greater the requirements to be met);

* frequency of issuance (the more frequently new regulations
emerge, the less predictable the issue becomes);

* adoption of non-prescriptive tools (the more decision-
makers rely on standards, communications and guidelines,
the more tools businesses have for orientation).

€'TEHA

STAGE Index
Components of the index: strengths and areas for improvement

Ranking is based on the importance
of business leaders according to the Priority areas |Policy levers [Regulatory complexity
level of competitive pressure on ' (% alignment) (% alignment) (Index 0-1)
businesses

1. Industrial decarbonization and
0
energy competitiveness ‘ 92.6% J

2. Sustainable teci:l:](;l\(/)agtii(;ar: ‘ 87.9% @ J

3. Circular e;oarlc;:iwzgll 223urr?’:;l/ @ 339% @ J

4. Access to capital andtLiZipacri]r;i%i?r: ‘ 94.9% D J
e, ® 51 @1 @ 0ss
6. Skills, reskilling and quality of . 97.4% D ‘ 0.18

work during the transition

Sources: TEHA analysis based on proprietary data collected via the ‘Non-negotiable priorities for the future of businesses and sustainable transition’ survey (April
2026); and analyses conducted using a proprietary database of 281 sustainability policies issued at the European and Italian levels between 1991 and 2026



STAGE Index: over the past 35 years, 1 in 3 cases of regulatory
action has focused on energy and decarbonization

Over the last 35 years, regulatory output on the transition ~ Regulatory activity on sustainable transition issues in the EU and Italy (1991-2026
has developed with varying intensity across different (percentage of the total 281 regulations mapped in TEHA database)
thematic areas at both the European and national levels.

. . ' Industrial decarbonization and energy _ 30%
The greatest concentration of measures is observed in the competitiveness ’

areas of Industrial decarbonization and energy

competitiveness (30%), followed by the Circular economy Circular economy and raw material

and raw material security (19%), Climate adaptation and security _ 19%
supply chain resilience (16%), and Sustainable technological

innovation (14%). Climate adaptation and supply chain _ L6
However, regulatory output is more limited in relation to resilience °

Access to capital and finance for the transition (12%) and
Skills, reskilling, and the quality of work during the transition
(9%). These are also areas in which businesses have lower
expectations towards the legislator.

Sustainable technological innovation 14%

Access to capital and financing for the

Overall, a regulatory trajectory has emerged that prioritizes L 12%
. . — transition

aspects directly linked to energy, decarbonisation and

mdusjcnal capaC|t.y,. while other fac'Fors enabll.ng the Skills, reskilling and quality of work

sustainable transition remain relatively marginal. 9%

during the transition

&T E HA Sources: analyses conducted using a proprietary database of 281 sustainability policies issued at European and Italian levels between 1991 and 2026



STAGE Index: in 73.6% of cases, the legislator opted to introduce
thematic rules and standards

The most widely used policy lever over the last 35 years, and the Regulatory activity on sustainable transition issues from 1991 to 2026,
one adopted most broadly across regulated areas, is the broken down by type of policy lever.
introduction of rules and standards, which account for 73.6% of

. 100%
the analysed regulations. °
Although businesses recognize economic and fiscal incentives as
the most effective policy lever for steering the transition, they have 80%
only been adopted in an average of 5.9% of cases. More structured
use has only been seen in support of decarbonization and energy 60%
competitiveness (11.6%).
Of the three available levers, policymakers seem to align most

. . . oy . )
closely with the business sector’s expressed priorities when using 40%
direct public investment (20.5% vs. 22.8%).
Overall, the results suggest that policy effectiveness depends not 20%
only on quantity, but also on the ability to activate the most
appropriate levers for businesses’ needs and the characteristics of 0%
0

the various transition areas. Sustainable Circular Decarbonization Climate adaptation  Capital for the Skills and quality
technological economy and energy transition of work
innovation competitiveness
B Economic and fiscal incentives m Direct public investment

m Regulatory rules and standards

@T E HA Sources: analyses conducted using a proprietary database of 281 sustainability policies issued at European and Italian levels between 1991 and 2026 é)z



STAGE Index: 281 new rules in 35 years has made it difficult for
companies to keep up with sustainability compliance

At EU level, regulators have been most active Summary of current policiesissued in the EU and Italy on key issues of the sustainable
in the areas of Climate adaptation, transition (1991-2026)
Decarbonization, and the Circular economy.
The average frequency of legislative output (i.e. 140 Lyl
the number of new rules introduced each year) 120 of the
appears to have increased the complexity faced EU
by businesses. Although prescriptive tools are 100 Green
useful for guiding corporate strategies, they =
have not been sufficient to offset this 80
complexity. (— |

0e®

fa® o
THE LEADERS’ ROUNDTABLE PERSPECTIVE
Regulatory action is a key driver of economic and 40
industrial transformation. When policymakers
struggle to effectively address the needs of the 20
production system, businesses are encouraged to play
a more active role in public debate and in setting 0

priorities. In order to develop effective policies, it is
essential to define clear objectives and strengthen the 1991 2000 2006 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
mechanisms for structured dialogue between

. . == |ndustrial decarbonization and energy competitiveness === Circular economy and raw material securit
institutions and stakeholders. &y P y y

— Sustainable technological innovation = Access to capital and financing for the transition
= Skills, reskilling and quality of work during the transition — Climate adaptation and supply chain resilience !
</

&T E HA Sources: analyses conducted using a proprietary database of 281 sustainability policies issued at European and Italian levels between 1991 and 2026



Achieve long-term development goals without compromising
short-term profitability through innovation and the people
who make it possiblel.



The crux of the transition is not about deciding whether to move forward or turn back. “Approaching the transition from a competitive
Rather, it is about identifying the priorities on which to base the future perspective is a choice. It is a commitment that

competitiveness of the EU’s production system. ) ) i
» , » requires us to focus on innovation and on the
In the face of geopolitical fragmentation, competitive pressure, and constant

. . ’
regulatory uncertainty, we must reconsider our approach to transition. This must start people who make it possible.
with the non-negotiable areas if we are to continue competing, innovating, and
generating value.

The issue is not one of conflict between politics and industry, but rather how to align
public policy with industrial priorities. Without dialogue, collaboration and shared
vision, businesses and decision-makers risk pursuing different agendas, which reduces
the effectiveness of industrial policies and private investment.

How should we respond? The answer lies in pragmatically finding the ‘right pace’,

prioritizing innovation, and helping to redefine the rules. Ca;lotCic&i
o . . o artner

These are the principles that guide a new approach to sustainable | e SR S P e s

transition, one that goes beyond compliance, tactics and ethics. For TEHA Group

TEHA, ‘Competitive Transition’* means prioritizing environmentally
friendly solutions that allow long-term environmental goals to be
pursued while ensuring short-term profitability through innovation.
From a social perspective, it means focusing on meeting the legitimate
expectations of stakeholders to build the consensus necessary for long-
term company success.

@TEHA Source: TEHA analysis (2024)



In an unsustainable development model, nobody can thrive

Since February 2025, the very concept of ‘transition’ is being called into question. The audacity of predators, political THE LEADERS’ %

leaders and tech giants is undermining the legitimacy of institutions - particularly multilateral ones - and the system of ROUNDTABLE -

rules on which our societies are based. This is happening at a staggering pace, prompting policymakers to shift their PERSPECTIVE

focus towards geopolitical, security-related and strategic autonomy issues. This includes institutions and sustainability  nowadays, companies can

regulations. provide decision-makers with
the technical expertise that is

The debate on the sustainable transition has focused on what businesses would like to ‘cut’. However, a pragmatic often lacking in government

approach requires us to consider what they are not willing to lose, as this is where the future of Europe’s sustainable departments. Technical

and circular competitiveness lies. working groups, such as those

... . ) ) . formed around the topic of EPR,
Although the need for action is increasingly urgent, companies are being asked to make decisions and plan demonstrate this. Thisis

investments in an environment that is more uncertain and unpredictable than ever before, particularly in Europe. essential for developing
Neither institutions nor companies will be able to reverse the trend alone and safeguard the social and environmental genuinely enforceable rules.
foundations on which they both depend without profound structural changes. However, it must be remembered that:

Markets and pricing systems do not Change does not happen by decree, and The costs of the transition cannot be

1 » reward sustainability. Although 2 . regulation alone cannot accelerate the 3 . assessed inisolation. Instead, the costs
consumers are not willing to pay a higher transition. In fact, it could encourage of taking action should be weighed
price, they regard sustainability as a companies to take a ‘declarative’ against the long-term costs of inaction,
‘hygiene factor’ and tend to favour more approach to sustainability, prioritizing the management of which will become
sustainable products when all other disclosure over performance increasingly challenging in the context of
factors are equal. improvement. climate change.

KTEHA



Non-negotiable priorities
Proposals for a Competitive Transition

For institutions For companies

Incentivize the virtuous and sustain the Intervene frequently on a few key issues.
| ‘lagga rds’ Focus on a limited number of action areas where technology can improve

. . | | | sustainability performance and profitability at low initial cost.
* Develop clear and long-term incentive schemes to encourage v

businesses, banks and consumers to act sustainably, while reducing
reliance on penalties.

Support innovation. Make expertise available to institutions and

Accelerate the development of new, competitive solutions in |V citizens.

L] . . o o g o [
strategic areas by allocating resources to establish a unified capital It is crucial to promote the development of practical and effective solutions in
market and simplify access to finance. terms of legislation and across relevant supply chains.

V. Join forces to compete.

When competing in international markets and seeking the strength to invest and generate impact, scale matters. Creating groups of companies and collective systems
based on the principle of EPR can help to consolidate a competitive advantage.

VI. Make your voice heard! Listen to others’ voices.

Taking practical action is paramount. Increasing the level of strategic alignment between institutional decision-makers and businesses is fundamental to the EU’s
sustainable and competitive development. To defuse the consensus crisis, we need credible and authoritative tools and stakeholders, as well as listening and dialogue
mechanisms to help us identify priorities.

K'TEHA A



Methodological note (1/2): the survey sample

* Survey response period: (06/03 - 20/04) Macro-sector to which the companies belong
- Methods: online survey via questionnaire " Flectronicproductretal
Non-electronic product retail
= Energy industry
= Healthcare

* Sample size: 108 respondents

, .
Respondents’ profiles and corporate roles Chemical industry

* 25.5% in executive roles
* 24.5% in roles related to sustainability/HSE

m Electronics & electrical engineering
industry
m Metalworking & equipment industry

1,96%

4,90%

= Fashi
Executives [N 11% ashion
Sustainability/HSE Directors [l 6% . L. .
¥ ° Distribution of the sample by revenue bracket
Other directors or CEOs [ 9% 63.73%
Sustainability/HSE Managers [ 17%
Other managerialroles [N  26%
I 11,76% 5051 6.86% 12,75%
Sustainability/HSE Professionals 2% ,»90% )

- — [ | -

Other professionals NGNS 29% <€100 €100 - €200 €200-€450 €450 - €1,000 >€1,000

million million million million million
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Methodological note (2/2): STAGE Index

A composite alignment index has been developed to assess the degree of alignment between public policy and the needs of the productive system in a concise and easily
identifiable manner. The index incorporates three key factors that determine the effectiveness of policies in terms of competitiveness.

The methodological approach is based on the key premise that the effectiveness of policies in supporting businesses does not depend solely on the intensity or number of
interventions, but rather on how well they align with real priorities, how coherent the instruments used are, and how stable the regulatory environment in which these
interventions take place is.

The STAGE Index formula
[(1 - A thematic priorities) + (1-A policy lever priorities)]/2]*Regulatory complexity index

The Index combines three variables:

* Athematic priorities (percentage) measure the gap between the areas on which public action focuses and those that businesses identify as priorities for improving
their competitiveness. It assesses whether policies effectively direct resources and attention towards the areas perceived as most critical by the business community.

* A policy lever priorities (percentage) measure the gap between the instruments actually implemented by the legislator and those considered by businesses to be the
most effective in addressing the various challenges. Even where priorities are correctly identified, adopting inappropriate levers can significantly reduce their
effectiveness.

* The level of complexity of the policy framework (Index 0-1) is understood as the degree of instability and unpredictability of policies over time. This factor takes into
account, in equal measure, the number of legislative interventions in a given area, the frequency of regulatory updates and the use of non-prescriptive instruments,
such as guidelines and standards, to inform the application of regulations. The three factors are integrated into a composite index using a multiplicative approach, which
reflects their complementary nature. A high level of complexity reduces businesses’ ability to plan medium- to long-term investments and strategies, which undermines the
overall effectiveness of public policy.

A positive performance in one area cannot fully compensate for shortcomings in others. For policies to truly enable competitiveness, priorities must be consistent, instruments
must be appropriate, and the regulatory framework must be clear.

The Index takes values between 0 and 100, representing a summary measure of the overall degree of alignment. Rather than providing an absolute measure, it is intended as a
tool for interpretation and diagnosis. It is useful for identifying the nature and intensity of gaps between policies and business expectations, and for distinguishing between
misalignments in priorities, critical issues in instrument design, and contextual factors linked to uncertainty. In this sense, the Index shifts the focus from analysing ‘how much is
being done’ to analysing ‘how relevant and effective what is being done actually is’ for the productive system. This provides a useful basis of information for guiding the design
and evolution of public policies in a more targeted manner.

€'TEHA A
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