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Editorial

For the 9th edition of the barometer, presented during the FDDAY of September 15th, more
than 500 startups answered to the survey. Here are the key messages of this edition:

International expansion is crucial to reach the next
step of growth

In 2019, the growth of French digital startups kept accelerating, they saw their revenue
increase by 23% compared to 20% in the previous edition of this barometer. The major
part of the participants’ revenue (66%) was generated in France, but in order to scale it is
crucial to focus on making sales internationally. Indeed, the startups making more than
£20m of revenue generated 37% of their revenue abroad when itis 23% for the startups
making less than €20m of revenue.

In order to grow internationally, French startups need to attract foreign investors. In
2019, 31% of respondents had at least one forsign investor in their capital. The average
amount of funds raised increased by 30% in 2019, reaching €£17.6m (vs £13.5m in
2018).

We also note that WCs play a key role to support French digital startups. Indeed, 80%
of the respondents are backed by WCs. We also leam in this barometer that the main
fundraising goal for startups is Product & Tech for 58% of the participants, followed by
Sales & Marketing for 24% of them.

Startups keep recruiting & looking for talents

Recruiting gualified talents remains one of the main pricrities of French digital
startups. Between 2018 and 2079, the respendents staff grew by 28%, and 5,905
jolbs were craated in 427 companies. Most of these new jobs (85%) were created in
France, showing that France can train gualified talents. Parity in the French digital
ecasystem is not reachad yet but efforts were made since 36% of employeses are
women. However, only 10% of them were CEOs.

Good news: 86% of the respondents’ staff are permanent contracts! Yet 77% of
the participants, regardless of their size, hired freelancers.and for 86% of them,
freelancers represent 1 to 25% of their workforce.

Working remately was already a common practice in most startups, but this trend
has been highly accelerating during the lockdown of 2020, and there is no doubt it
will continue rising during the following years.

Before the COVID-19 crisis, recruiting talent was still the main barrier of
development met by digital startup CEOs! According to 42% of the respondents, the
most important prefile to hire remains sales and marketing profiles. However, 45%
of them declare that the moest difficult to recruit is programmers and developers.




Editorial

The French ecosystem approved by entrepreneurs sales and marketing employees. In tarms of fundraisings, the responses weara more

reassuring since 74% of the startups which were planning to start a fundraising in
To help startups emerge and accelerate their growth, the French government the next six months declared they will organize it as expected, or slightly delay it, but
allow them to beneficiate from sewveral financial aids through different measures will not abandon the project.
encouraging innovation. 60% of the participants use research tax credit, 50% A new model of remote working was exceptionally implermented with success as
innovation tax credit, and 42% beneficiate from “Young Innowvative Company” label. 88% of startups considered that it was efficient during the lockdown. Most of the
respondents decided to extend the use of remote working in the future.
Opening the share capital to investors is critical to facilitate the startups’ growth.
IMost of the time, investors own less than 50% of the share capital in the startups Mot surprisingly, the COVID-19 erisis brought up a new difficulty for digital startups:
generating less than €5m of revenue, whereas they hold more than 50% in startups the lack of demand. Thus, clients became the first concarn for 30% of the CEDs after
generating more than £5m of revenue. the lockdown. However, it will take additional time to measure the resilience of the
ecosystem and how the French digital startups are geing to deal with this issue in a
In 2019, four out of five French startups considered that the dynamism of their long-term perspective.
regicnal ecosystern was at least productive, and 42% of them considered it to be
very productive.

First lessons of the COVID-19 crisis

The French Tech ecosystem is very differant from the one that existed a few months
ago. This barometer allowed us to understand the first lessons from this health
crisis, as most of the respondents consider they have been strongly impacted. Most
of the them decreased their expected revenue growth in 2020, and 61% of startups
intend to reconsider their recruitment plan following the crisis, in anticipation of the

coming manths. )
Partner, Cap Horn Invest Partner, EY & Associes
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In this exceptional context, they highly took advantage of the measures preposed by clara@caphorn.ve franck sebag@fr.ey.com

the government since 83% of them cbtainad a State guaranteed loan (PGE), and only
52% applied partial unemployment during the lockdown, affecting especially the
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The barometer is based on startups fulfilling the following
criteria:

Head office based in France

Not listed or listed for less than 5 years
Industry linked to the digital sector

Key figures from financial data 2018 & 2019

Resulting in:
502 participants (356 participants in 2019)

Average age: 6 years

EY is implicated as a third-party to consolidate the data and
ensure that the individual information is kept confidential.

Important to note that Criteo was taken out of the 2020
Edition Barometer as the company is listed for more than

5 years. The company had significant impacts on key
indicators such as revenue, number of employees and
fundraising amounts. However the impact was neutralized by
removing it from 2018 figures.

LA ARANEATALARS AR AR R RARARRARRRRR



Respondents by region

4%

Hauts-de-France

Mormandie

'I%
Grand-Est
Tle-de-France
o%
Bourgogne-Franche-Comis
Bretagne
2%
B'Sﬁ
Pays-de-la-Loire .

Mouvelle-Aguitaine -
Provence-Alpes-Cote dAzur

Auvergne-Rhones-Alpes
2% 5%
[ .

D%
Occitanie

Sample of 502 startups




Respondents industries and business model

-7 Business Model =7 Industry
Sample of 438 startups Sample of 435 startups

Data/Tech/Cloud/Software/SA4S
E-commerce, Marketplace & platform (Foodtech, Retail, Travel.. )
Communication/Marketing/ Adtech

60% Corporate services [Accourting, Legal, HR)

Saas and Subscription
based models

Bank/Insurance/Finance
Medtech,/E-health
Transportation/Logistic
Electronics/ SemiconductorRobotic
Edtech/learning

Hardware hedia/Entertainment
Security/Cybersecurity
Emergy/Environment

25%
Real Estate/Caonstruction

Marketplace and
transaction based models Gaming

Social network
Social and solidarity economy
Manufacturing

Other
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International expansion is crucial Startups keep recruiting
- o reach the next step of growth & looking for talents
+23% of revenues vs. 2018

+28* of employees vs. 2018

34* of revenues are generated out of France in 2019 15* of jobs created abroad in 2079

77* of startups contractualized with freelancers

3
3
3

80* of startups are VC backed =+ 10% of CEQs are women
+
+

3
3
=+ €17.6M of average fund raised since creation
3
3

31* of respondents are supported by a foreign investor 90* of CEC have a master degree or a PhD

Sales & Marketing are the most wanted profiles to recruit
in 2020 and Programmer & Developper the most difficult
10 recruit

[ ™
F e French ecosystem First lessons of the COVID-19 crisis
q(‘ approved by entrepreneurs

60* of startups use research tax credit 22% of startups activities were strongly impacted

50* of startups use innovation tax credit 30* of companies faced financial issues during the

3
%
] ) lockdown
=+ 42% of startups obtained the label « Young Innovative Company » )
_ + B3* of respondents obtained a State guaranteed loan (PGE)
+» 67* of startups share more than 50% of equity to management . _ )
and employees 88* of startups consider that remote work was efficient

.. , o during the lockdown
30* of digital startups reached at |least Serie B of fundraising . _ . ,
30* of participants consider lack of clients is the most

important barriers to development after the COVID-19 crisis
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3.1 International expansion is crucial to reach the next step of growth

-7 Total revenues (in M€) -7 Percentage of revenue made abroad,
Sample of 343 startups by revenue segment
Sample of 343 startups

123 R

+ Excluding TOP 3 -

4169 510 20 ME

2010 50 ME




3.1 International expansion is crucial to reach the next step of growth

-» Growth of revenues (in M€) -» Growth of revenues (in %)
Sample of 343 startups B Analysis by revenue segment

a"/ T Sample of 343 startups
(347

of revenue
\ are generated .

‘\0ut of France /-* 010 5 Mé
VRN o

Sio 20 ME

2010 50 ME£

. ®France  ®Europe @ Intenational |




3.1 International expansion is crucial to reach the next step of growth

-» Average of fund raised since the creation (in M€) -» Percentage of startups backed by international investors
Analysis by revenue segment Analysis by revenue segment
Sample of 380 startups Sample of 343 startups

N

of startups

/_\ are backed by

W international
{f

€17.6M Wit 44

Is the average amount 42%
of fund raised
since the creation
\_ asof 2019

3%
234 3%
2z 22 69
5 n . - 9
o © i .

0o 5 ME Sto 50 ME QtoS5ME  Si020ME Z20t050ME  +50ME

. ®Average2018 @ Average 2019 | . @ Percentage of startups @ Number of startups |




3. International expansion is crucial to reach the next step of growth

~> Most elevated fundraising stage reached
(% of respondents)
Sample of 420 participants

seed (D
serie A (NP
Serie B -

serieC @

Serie D and above §

~» Main fundraising goals
Sample of 189 participants

Product/Tech (D —— 55
Sales & Marketing () 24%

International
Development (> -

Other |

Venture capitalist

Business Angel

Corporate venture

None

80*

of startups
are backed by

venture capitalists

-> Type of investors
(% of startups backed by each)
Sample of 443 startups

T

o s

= 16"




3.1 International expansion is crucial to reach the next step of growth

-7 « Earnings before interests and -» Percentage of positive « EBIT » by
taxes » or « EBIT » revenue segment
Sample of 271 startups by revenue segment

62%

63
38% ‘ i

2018 2019 0to 20 ME

Sample of 234 Sample of 33

eloss  eProft |
starfups startups
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3.2 Startups keep recruiting & looking for talents

-» Growth of employees -» Segmentation of employees by geographical area
Sample of 427 startups Sample of 427 startups

Top 10 recruiters
created

2,576

jobs

S 15% gs%

hired abroad . hired in France -




3.2 Startups keep recruiting & looking for talents

- Type of work contracts -» Part of women employees in 2019
Sample of 127 startups Sample of 124 startups

Women Men

Permanent contract
(CDI or equivalent)

Temporary (CDD)
and interim contracts

Apprenticeship
contracts

Internship




77"

of the respondents
regardless of their size
use freelancers
Sample of 152 stariups

3.2 Startups keep recruiting & looking for talents

86"

of the respondents
use freelancers out of

1 to 25%

of their workforce
Sample of 123 stariups




3.2 Startups keep recruiting & looking for talents

-» CEO average age ~» CEO Graduation -» Women Chief Executive Officer
Sample of 111 startups Sample of 44 startups Sample of 156 startups in 2020 Edition

“‘u"“\\\

FhD degree .

(BAC+8) C TR
0
Maste' oo D =
(BAC +5) 83* -I 0 70

2020 Edition

Bachelor degree .
[BAC+ 3)

. . B D
High _school = b : ./EI
diploma :

2019 Edition

No diploma |}

- Founders gender 9 %

Sample of 149 startups

 2018Edtion

10*%

- 2017 Edition -




3.2 Startups keep recruiting & looking for talents

-» Most important profiles to recruit in 2020
Sample of 151 startups

Sales/Marketing/ _
Customer success

Programmer/Developer (D

Data science/Business intelligence .

Professional services/ .
Customer support

Other

-2 Most difficult profiles to recruit in 2020
Sample of 157 startups

Programmer;/Develcper (T

Sales/Marketing/
Customer success -

Data science/Business intelligence -

Professional services/ .
Customer support

other
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3.3 The French ecosystem approved by entrepreneurs

-7 Did you use the Research tax credit? —» Did you obtain the label Young Innovative Company?
Sample of 161 startups Sample of 125 startups

Dto 5 ME

- Did you use the Innovation tax credit?
5to 20 ME Sample of 146 startups

20%t0 S0 ME




3.3 The French ecosystem approved by entrepreneurs

-» Dynamism of ecosystem in the area -» Percentage of share capital
you are based in France held by investors
Sample of 114 startups

—? Percentage of employees holding
equity instruments

Sample of 398 startups Sample of 82 startups

very productive (EINID————— 42" T Warrants
Productive (D 38
corect @ . 3%

(BSPCE & BSA) o

Otos e | D

Stock options [§

Lo

- Free shares [}

Very low

[
510 50 M€ Others |

80*

of respondents
consider the dynamism
of the ecosystem
is at least
productive

®025% @2650% @5175% @76-100%

25|




3.3 The French ecosystem approved by entrepreneurs

-» Location where IT servers are hosted -» Percentage of startups which suffered
sample of 158 startups from cyber attacks in the past three years
Sample of 142 startups

<SS

19% \

of startups implemented
new cybersecurity protocols
Local Cloud during the lockdown to
guarantee security and
\, prevent from potential
. cyber-attack* -~

Abroard = France

58%

of IT servers are
hosted in France

YRS

* Sample of 103 startups
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3.4 First lessons of the COVID-19 crisis

~» How strongly companies consider
their activities impacted by COVID-19
{ % of respondents)
{0: notimpacted / 5 strongly impacted)
Sample of 147 startups

AT TR |

",

C 30%

of companies declared to
have faced financial issues
during the lockdown
(sample of 149 startups}

.r,-

-» Expected growth of revenue for the year 2020
Sample of 143 startups

MY e

ki 0\
:ugrnmis alrl:ongt ]/3
of the startups

multiplied by 5 expecting a revenue

growth higher than

since COVID-19 \. 50% reduced their
crisis . prospecis

Before COVID-19 crisis Since COVID-19 crisis
Mo growth
1-25*
26-50

51-100%

Above 100




3.4 First lessons of the COVID-19 crisis

-» Most used measures, excluding partial unemployment, during and after the lockdown
to ensure the continuity of companies’ activities
Sample of 294 startups

State Guaranteed Loan (PGE)

Ask for postponement of debt reimbursement

BP| France grant

Renegotiate workspace rent

Stop online advertising

Maone

Cther

WC fundraising

Renegatiate terms with their cloud providers




3.4 First lessons of the COVID-19 crisis

-? Percentage of companies which applied partial unemployment during the lockdown
{in % of employees)
Sample of 149 startups

52%
of startups that_did , of startups applied
not apply partial . 157 partial unemployment

unemployment are 10% . : xfuring the lockdown

n i
in data/tech/ 5% 4% 6%
cloud sector .~ . . . . .

Mone 1-15* 1630 3145 46600 6175 76100

—» Type of jobs that have been mainly affected by partial unemployment
(in % of startups)
Sample of 86 startups

Marketing/ HR
Communication Recruitment




3.4 First lessons of the COVID-19 crisis

COVID-19 impact regarding fundraising

Sample of 78 startups Sample of 145 startups Sample of 77 startups

4 'I % %
. %
of startups which of startups consider 3 4

were planning to start they will probably take of startups which started
a fundraising in the a loan in the next fundraising when the

next 6 months only 12 months . and.. HEOA 4
defayed it to a later AR cnzls hit copgld:r the
time, and... I pandemic crisis has no

impact so far; and...
277

consider they don't
need additional
33% financing in a short
term period
will raise fund
as expected before %
the pandemic crisis
occurs consider it will take
longer time than
expected or have

already postponed
the round




3.4 First lessons of the COVID-19 crisis

-» Types of recruitments postponed
(in % of startups)
Sample of 91 startups

RO D — S55¢
HR/Recruitment G . 44*

Marketing/Communication @D 30*

Tech D 30*
Bizdev/Sales GNP 4 e

Other D 21*

61”

of startups intend to
reconsider their recruitment
plan following the crisis
and in anticipation of
the coming months
Sample of 148 startups

Before the
lockdown

During the
lockdown

Since the
end of the
lockdown

-» Remote working frequency
Sample of 188 startups

88”

of startups consider that
remote working
was efficient during
the lockdown
Sample of 148 startups

| @ Customized (anytime)
® Regularly (once a week)
i@ Occasionally

® Never




3.4 First lessons of the COVID-19 crisis

~» Startups assessment of current runway -2 Startups future prospects considering the COVID-19 crisis

(including any cost reduction measures and revised revenue projections) Sample of 146 startups
Sample of 136 startups

22% TH
0-6 months 13-18 months hore than 24 months

14%
7-12 months 19-24 maonths

Analysis by revenue segment Analysis by revenue segment
Sample of 105 startups Sample of 108 startups

+ 50 ME + 50 Mg
2010 50 ME 2010 50 ME

Sto 20 ME S0 20ME

Oto 5ME : Dt SME

| ®7-12 months : @ Noimpact on our prospects

i ®13-18 months : @ Crisis strongly impacted our activity, we revisad expectations downward

. ®18-24 months i @ Crisis strongly impacted our activity, however we are looking to exceed our prospects
¢ ®Morethan 24 menths | i @ Crisis strengthened our company activity and our prospects are better

I133]




3.4 First lessons of the COVID-19 crisis

—7 Top 5 barriers for development before the COVID-19 crisis
Sample of 120 startups

Difficulties in recruiting talent

Difficulties in contracting with large companies
Closing VC fundraising

Cost of work (social charges, )

Complexity of administrative process

Lack of demand/clients

Delay of payment from clients

Marrowness of the French market and lack of
a Eurcpean market with unified regulations

Getting a Bank loan

Lack of coaching/mentoring/advice

®71#choice  ®2"choice @37 choice

I134]




3.4 First lessons of the COVID-19 crisis

-» Top 5 barriers for development after the COVID-19 crisis
Sample of 115 startups

Difficulties in contracting with large companies

Lack of demand/clients

Difficultias in recruiting talent

Cost of work (social charges, )

Closing VC fundraising

Delay of payment from clients

Complexity of administrative process

Getting a Bank loan

Marrowness of the French market and lack of
& Eurcpean market with unified regulations

Inflexibility of the labor regulation

Lack of coaching/mentoring/advice

13%

145% % REE

v \ \
I,x"’ Lack of demand \"-.
[ [clients became the

( 1st
\ difficulty after
'\\__ covid-19 crisis

B

i

a ‘
—
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EY | Assurance | Tax | Transactions | Advisory

About EY

EY is a global leader in assurance, tax, transaction and advisory
services. The insights and quality services we deliver help build
trust and confidence in the capital markets and in economies the
world over. We develop outstanding leaders who team to deliver
on our promises to all of our stakeholders. In so doing, we play a
critical role in building a better working world for our people, for
our clients and for our communities.

EY refers to the global organization and may refer to one or more
of the member firms of Ernst & Young Global Limited, each of
which is a separate legal entity. Ernst & Young Global Limited,

a UK company limited by guarantee, does not provide services

to clients. Information about how EY collects and uses personal
data and a description of the rights individuals have under data
protection legislation are available via ey.com/privacy. For more
information about our organization, please visit ey.com.

© 2020 EY & Associés.

All Rights Reserved.

Studio BMC France - 2007BMC152-01.
ED Mone.

In line with EY"s commitment to minimize its impact on the environment, this docurment has been
printed on paper with a high recycled content.

This material has been prepared for general informational purposes onby and it is not intended
to be relied upon as accounting, tax, or other professional advice. Please refer to your advizors
for specific advice.

ey.com

About France Digitale

Founded in 2012, France Digitale is the largest startup
association in Europe. France Digitale brings together
the champicns of digital entrepreneurship: it gathers
1,800 digital startups with strong growth plans and
more than 100 investors (venture capitalists and
business angels). The association (non-governmental
organization) has a specific DMA, it associates
entrepreneurs and investors to make the ecosystem
more conducive to the emergence of new champions.

For more information, please visit francedigitale.org.



