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INTRODUCTION

Modelsof economic development have recently begun to recognize
the importance of moting growth fimly n local contexts n order to
produce pmjects which are viable over time. This approach has
placed the emphasis onto small and medium enterprises (SMEs), on
one hand,and on analysesoftemtorialdevelopment on the other. The
notion that small fims should be the focusofeconomic development
programs highlights theirimportance in modelsof “bottom-up” growth
and increased employment. Added benefits of these programs
nclude greater social and poltical stabiity. However, this focus on
SMEs does not overook their intrinsic limitations. Cleardy SMEs do suffer
the consequences of their educed size. Therefore, as development
projects are designed armund SMEs, their weaknesses must be
recognized and overcome. One way to do this is through forms of
mnterfim cooperation among SMEs. These forms of cooperation are
widely diffused and have been mstrumental in the success of small
fims mn varous contexts. This paper wil describe such mnter-firm
cooperation asit hasoccurmred in Italy. Iessons wil be drawn from this
experience, including suggestions on how to stimulate cooperation, in
an attemptto mform development activity in emeging c o untries.

Interfirim cooperation in kaly has mainly been associated wih the
widespread presence of cooperatives and consortia. Along with the
traditional productive and consumption cooperatives, established by
individuals, a wide ammay of consortia, founded by firms, hasdeveloped
since the early 1950s. These consortia were aimed at supporting small
fims n areas where they are traditionally weak, such as finance or
export. Thus consortia had specific targets and membership
requirements, such as a sectoral focus or fim dimension crteria. The
most traditional and developed examples in Italy are the credit
guarantee cooperatives, export consortia or consortia for product
valorzation. In establishing these consortia the entrepreneunal
associations have played a crucial mwle, n particular in northem kaly,
thanks to the strong relationships with small fims and to their ability in
coordmnating and promoting the new consortia to local and national
govemments. The associations’ activities n the eardy phases of these
consortia consisted n providing organizational support and collecting
funds among fiimsand public institutio ns.

Public support for consortia in kaly is now supplied both by national
and local govemments. However, this is a relatively recent
phenomenon. In fact, the fust national legislation specifically
dedicated to encouraging the creation of SME clusters and forms of
nterfim cooperation among SMEs was approved only in 1991. At the
time of this paper, many portions of the law have yet to be
implemented due to numemus bureaucratic difficulties. Along with
specific interventions forexport and credit cooperatives, national law



317, 1991, dedicates a whole paragraph to other forms of consortia
mnvolving SMEs, with the intention of filling the gaps characterizing the
national system ofincentives forinte rfiim cooperation. More generally,
Iaw 317 is the legal mstrument created to respond to the need fora
real policy for SMEs: indeed the overall objective of the law is “to
promote development, mnovation and competitiveness of small fims”,
ntervening not only by supporting fim inve stme nt, but also through the
creation of those conditions necessary to the creation of an extemal
envionment favorable to compe titive growth.

The formal recognition of the importance of the local envionment to
economic development reveals a major change in SME policy. What
the literature on industrial distric ts and SMEclustershasargued forsome
time now has finally been incorporated in an attempt to help create
competitive envionments to stimulate SMEs. Of note is that forms of
nter-fiim cooperation n kaly are often bom within industrial distric ts
and serve to reinforce the dynamic institutional c onte xt.

Iaw 317 furthermore favors the participation of local institutions in
consortia in roles of responsibility. In fact this policy clearly emphasizes
the fact thatlocalbodies represent the vehicles, orintermediares, for
economic development.

Iocal govemments are now among consortia’s main interocutors,
providing mn many cases financial support for spec ific inte rve ntio ns. This
is the situation in Kaly. In other contexts, and in emerging countries in
particular, it is possible that local mstitutional envionments wil vary
greatly. Strong local mstitutions, capable of sustaining efforts on the
part of the prvate sector certainly faciltate interfim cooperation
efforts as we have seen in the kalian case. However, in areas lacking
such support structures, the impetus for SME cooperation may stem
solely from the private sectorand, onlylater, nvolve localbodies when
these become solid enough to effectively participate.

The following paragraphs will focusin detail on the two main forms of
consortia: credit guarantee cooperativesand export consortia.



GUARANTEE C O O PERATIVES
Ovemwiew

Guarantee Cooperatives are private, non-profit organizations created
and managed by artisans, with the financial support of public
mnstitutions, and are aimed at modemizing artisan production by
providing guarantees necessary for their members to obtain credit.
Even if the kalian law reserves the use of these cooperatives only to
artisans, it is important to note that “artisans” includes the majorty of
small firms in kaly.

Guarantee cooperatives were first seen in Italy in the eady 1950s and
were created to help artisans and small busine ssmen face the rapidly
growing market. Investments were needed to start up, to expand and
to modemize facilties and equipment, but small fims had little access
to credit because of difficulties n preparng the detaied financial
records required by banks, the necessity of providing collateral for
loans and the hestancy of banksto grantloans forsmall sumsseen as
more risky and lessprofitable than large ones.

During the 1950-60s the govemment, in conjunc tion with the small firm
associations, offered two solutions: the fist one wasthe “Artigiancassa”
a fund devoted to fnmancing artisans mvestments m new machines
(medium, long-term loans), at low interest rates, allowing small fiims to
avoid costly bank loans. Among the most frequent problems for small
fiims were operating costs and liquidity, for which short-term and low
nterest rate credits were required.

The banking system wasthe most hesitant to provide this kind of credit,
notonly because ofthe elevated risk (small fims are characterized by
high mortalty rates and insolvency), but also because ofan mnsufficient
ability to effectively evaluate the financial situation of artisan fims,
which tend not to have exhaustive budgets and often do not possess
collateral, such aspersonalassetsorrealestate.

The Credit Guarantee Cooperatives (CGC) were designed to satisfy
these needs, establishing agreements with banks in order to faciitate
small fiims' access to short-terms loans. One of the key rles in the
CGC¢s development wasplayed by Artisans Associations (such as CNA,
Confederazione Nazionale dell Artigianato or Confartigianato) which
supplied the competence, the organization and, sometimes, the
offcesforthe cooperativesand had a prominentrole in promoting the
cooperatives among the artisans and gaining financial support from
the State and other public mstiutions (City Halls, Chambers of
Commerce). The close relationship between CGCs and artisans
associations is, even now, one of the most mportant characternsticsof
the se support nstrume nts.



Organization

CGCs are private organizations based on voluntary membership and
are founded by artisans, very often with the organizational and
financial support of local Artisans Associations. Members pay a
membership fee which isintegrated into the guarantee fund, together
with otherpublic contrbutions: it is through these two methods (ie. with
public and private flnancing) that guarantee fundswere established. A
fee paid by the entrepreneurs as a percentage (less than 1%) on the
credit guaranteed by CGC is the second relevant way cooperatives
mcrease their funds through the years. Asmentioned above, although
guarantee cooperatives are private organizations, public funds have
been used to supportthem, both from State and localgovemments.!

In 1973, the Ministry of Industry decentralized responsbility for issues,
programs and mstrumentsrelated to the artisan, orcrafts, tradesto the
regional govemment structures. When this occumred, the guarantee
cooperative phenomenon began to grow rapidly, largely due to the
additon of the mterest rate contrbutions and capital account
contrbutions for operations guaranteed by the guarantee
cooperatives. The law of 1977 allows regions to participate or assist
consortia of SMEs that create collective guarantee schemes for short
ormedium-term credit (Paone, 1989, p. 28).2

The guarantee fund is deposited in a credit or banking mstitute, with
which a specific agreement has been established, and is used as
collateral for credit extended to members. In this way the rsk
associated with lending is diviled between the bank and the credit
cooperative, or is bome completely by the Ilatter. Furthemmore,
entrepreneurs do not need to provide collateral based on personal
assets, and are able to access credit with relatively favorable temms.
Through these agreements, and thanks to the total amount of credit
that is “channeled” through, and controlled by, CGCs the
cooperatives have succeeded in convincing banks to extend ratesof
mnterest and conditionsasfavorable asthe “prime rate” to SMEs.

The CGCs monitoring of SMEs, along with the support and influence of
the artisan associations, helps to reduce the risk of insolvency: in Emilia
Romagna, forexample, the insolvency rate (numberof nsolvent firms
outoftotalnumberofdebtors) among the fims guaranteed by CGCs

' For example, a decree issued in 1959 established that the Ministry for Industry would contribute a
sum equal to 50% of total membership fees to each guarantee cooperative having at least 50 members, if
their statute met certain requirements (Paone, 1989, p. 25).

*In 1996, Artigiancassa was authorized to re-insure the CGCs’ credit activity, allowing them to further
reduce credit risk and to expand their activity. This trend has been confirmed by the recent foundation
of new meta-cooperatives, or cooperatives of CGCs, to re-insure and finance the guarantee fund of each
of their members.



is less than 1%, which is considerably lowerthan the national average
of neardy 10%. This positive effect has made banks more confident
about SMEs, which are now increasingly considered not as potentially
risky, unprofitable mvestments, but nstead as opportuniies to expand
banks markets. Banks knowledge of SME systems has ncreased as a
result of the close and continuous cooperation with CGCs, and they
have developed a more favorable and accessible credit supply even
without the cooperative’s guarantees. Thanks to this trend, the CGC
are now reducing the guarantee level on each loan, covering from
25-50% of the total amount of credit, n this way they are able to
expand the number of artisans assisted by the cooperatives.
Furthermmore, CGCs have recently been ncreasng their ability to self-
fmance the guarantee fund, further reducing the need for public
supportoftheiractivity.

T understand the importance and capabilties of this cooperative
form it is helpful to consider Emilia-Romagna, which is among the
regions offering the widest selection of guarantee structures.
Furthemmore, n this region the CGCs started in the eardy 1950s and
have achieved impressive results in terms of memberhip and
guaranteed operations. Indeed, as of 1995, there were 23 artisan
guarantee cooperatives in Emilia-Romagna, with membership totaling
56,651 fims and a total amount of guaranteed credit of about 289
million USD. The majority of these typesofcooperativesoperate out of
offices connected with business associations of various kinds or local
branches of the Chamber of Commerce. In Emilia Romagna all the
cooperatives are now members of ArtigianCredit, the cooperative re-
msuring other CGCs ac tivitie s.

What follows is the bref history of a representative credit guarantee
cooperative.



A CREDITGUARANTEE COOPERATIVE SUC CESS STO RY

Mr. Vitaliano Traviniis an artisan tramed at the Aldini Valerianite c hnical
schoolin Bologna, whose busine ss is heating systems. In the eardy 1970s
he successfully founded a credit guarantee cooperative called
Cooperativa Artigiana diGaranzia Bolognese.

At a certain point in hiscareer Mr. ravini realized that if he wanted to
be successful, stay competitive in his line of work, and be updated m
new techniques, he had to make new mnvestments and therefore
needed loans from the banks. There he encountered a problem: credit
mstitutions are hesttant to loan money to small fiims or single artisans.
The only way to bypass thisobstacle wasto poolresources with other
people having the same problem.

With eight friends (artisans coming from all types of sectors: a
carmenter, an electrcian...) Mr. Travini decided to establish an artisan
credit guarantee cooperative (CGC).

The nine founders met several times to discuss and define the budget
and the organisational struc ture of the CGC. 'This struc ture consisted of
the administrative bodies and of the executive bodies (the personnel
that take care of the management of the CGC). Initially the
operational direction of the CGC was camed out by a single person,
the comporate secretary.

The next step wasto go to a notary public and deposit a statute (see
Annex 1) containing all the specifics of the cooperative’s ac tivity. The
nine founders constituted a limited liabiity corporation and each paid
an associative share ofapproximately 100,000€ ($50).

After having agreed upon the amount of the mdividual c ontrbution,
the 9 founders deposited the fund nto a bank with which they had
previously settled fmancing agreements.

The se financing agreementsincluded:

- the typesoffinancialoperationsthe CGC guarantee fund assists
- the allowable value ofthese operations

- the allowable time -limit forre payment

- the depreciation pro visions

- the applcable nterestrates

- the maximum amount the bankmaylend to CGC members.



However, with a total amount of approximately $500 you cannot
guarantee credit to anyone. Thanks to the Confartigianato (National
Artisans Union) though, these nine men were able to contact
thousandsofotherpeople to mform them abouttheircooperative and
nvite them to subscrbe to it. So within one year, fom nine they
became 1,000, which enabled the cooperative to guarantee small
credits. t s worth mentioning that before getting started, these nine
people were aware and took advantage of the mcentives given to
those who form cooperatives.

At the beginning of the Cooperative’s life, its fund guaranteed the rsk
oncredit with a percentage of 100%, thatisif a membercould notpay
his debts with a bank, everything was paid for by the cooperative’s
fund. Cases of msolvency occumred rarely because extensive research
on the applicant fims was done previously. The Board of Directors of
the CGC (in charge ofaccepting orrefusing applications) wasformed
by the artisansthemselves and they went to the applicants’ workshops
to venfy if they were capable and reliable future associates. Thus,
msolvency rates have, since its start, been low because associates
were thoroughly exammed before the irsub sc rip tio n.

Overthe years, the numberofassociates grew together with the fund
and with the fame of the cooperative. Public entities started giving
grants (contrbutions) to the fund, so that the fund grew faster. The
credit mstitutions that at first were not likely to give credit to artisans,
started competing to sign agreements with the Cooperative. So the
CGC that at the beginning had to guarantee 100% of the credit, Lttle
by little convinced the banks to guarantee part of the loan. If one
bank started taking upon itself 25% of the credit risk, the other bank
responded with 30% and so on... Now most of the banks guarantee
50% of the credit risk (and of course the other50% is guaranteed by the
CGC) thusthe cooperative may guarantee fora highertotal sum.

In the growth phase, public entities grants are important to
maimtaining a high level of activity; their mportance appears during
the evolution phase, ratherthan atthe CGC’sinc e ption.

Tday Public entities as well as Credit mstitutions fully recognize the
value of cooperative’s existence as they have generated a whole
system of wealth characterized by a more equal distrbution among
actors, ncluding even the smallest enterprses. Today this twenty year
old cooperative guaranteesloansforbilionsofdollars.

Fnally the above story cleardy shows that a new private mitiative has
much higherchancesof succeeding in the presence of a favourable
legalaswellascultural environme nt.
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EXPORTC ONSORIIA

Export consortia represent an important example of how fims may
group together n cooperative relationships. Cumently, there are
approximately 350 export consortia in Italy. One hundred forty-five of
these are grouped togetherin a federation - Federexport. The diffused
presence of these consortia mvites an attempt to better understand
the phenomenon, especially in that it may suggest a possible fist step
toward inter-fiim cooperation.

In general an export consortium is comprsed of a group of firms that
pay a one-time lump sum to underwrte the consortia’scapitaland an
annual membership fee to cover operating costs. 'The export
consortia’s task is to promote the member fims goods and services
abroad and to faciitate the export of these goods and services.
Export consortia vary m terms of the services offered, from those
providing basic secretaral services, market mformation collection and
translation to those that offera wide range of servicesincluding credit
guarantees, merchandising, franchising, acquisition of raw matemnals,
sales using the consortium’s brand name,legalassistance, organization
of common mitiative s, ete.

The most important law goveming the formation, operation and
funding of export consortia is national Iaw 83, passed in 1989. This law
establishes public funding for export consortia of eight or more small
and mediuum enterprises, with membership fees at or above the
amount established by the law (2,500,000 Lie). The law provides
annual contrnbutions up to 40% of operating costs, up to 60% for SME
export consortia in Southem Italy and up to 70% forconsortia in the fist
five years of activity. Total annual contrbutions may not exceed 150
milion lire per consortium, 200 million lire for consortia with 25 or more
memberfims, and 300 million lire forconsortia with 75 ormore member
firms. Furthermore, consortia may benefit from several tax re duc tio ns.
The consortia’s “indivisible” reserve funds are tax exemptaslong asitis
mpossble to distlbute them in any way among members. In addition,
services rendered by the consortia are tax exempt, as are those
acquired by the consortia in the course of its activities. Several articles
oflaw 317 0f 1991 focuson consortia and the charac teristic s they must
have morderto be eligible forthe funding made avaiable by thislaw.
A consortium must have at least five member fiims, funds equaling at
least 20 million Lire and a statute that prohibits the distribution of assets.
These eligibility requirements state that a consortium’s member firms
must have no more than 250 employees, a tumoverof no more than
20 million ECU. No member fim may possess a share equal to more
than 20% ofthe consortium’scapitalorprofits (Federexport, 1995).

T understand how export consortia may grow out of specific local
contexts, we may look at their development n a well-known te xtie
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industral district - Prato. Usually, a presence on international markets
require s means unavaiable to SMEs. However, beginning in the 1970s
several textile fiims in Prato realized that inter-fim cooperation could
be a powerful mstrument with which to face the difficulties posed by
mntemational markets and, imndeed, n Prato there are examples of
consortia activity even before the adventofpro-consortia legislation of
the 1980s. The development of local consortia was favored by the
cooperation efforts inked to the local business associations, the local
Industrial Association (Unione Industriali) in particular. These were also
later stimulated even further by the substantial benefits offered to
consortia. by govemmental mcentive schemes with the goal of
expanding export.

As late as the 1970s, the textle district of Prato was still seen as the
wond’s center for medium-low quality textiles associated with the use
of regenerated (recycled) fbers, especially wool Therefore, Prato
above allneeded to free itself from thisimage ifit wanted to compete,
expressing its own identity in the textile/clothing sector. Prato had to
present itself on the ntemational market with a new, more attractive
mage. The local consortia greatly contrbuted to meeting this
challenge of image renewal 'The fiust consortia began to prwject a
new fim image based on mnovative products and services that no
one fiim would have been able to offer. The history of one of the most
mportant SME consortia in Prato is presented below in the following
se ¢ tion: AN EXPO RT'C O NSO RTIUM SUC C ESS SIORY.

The benefits achieved, especially those related to the image oflocal
textile production, quickly brought positive ramifications for the entire
textile district favorng its evolution and qualtative growth. In the
majorty of cases, the consortia not only produced a new “image”, but
made possble, through the participation of single experiences of the
varous memberfirms, a culture ofexport and the use oftechnology to
continuously better production and competitiveness. Today, Prato’s
leadership is recognized throughout the wordd for the mnovative
capactiy,ideas,dedication to research and service of its firms.

As we have said, among the wide range of interventions undertaken
to strengthen the structure of small fims in Prato, the richest legacy of
successful experence cleardy belongs to the consortia. Their
proliferation constitutes a concrete manifestation of the means by
which the industry of Prato has attempted to find orginal solutions
promising advantages that would otherwise be beyond the reach of
individual fims (please referto Annex 2 fora partial list o f SME ¢ o nso rtia
in Prato’s textile distric t. This list highlights the varety of consortia which
may develop to further SME competitiveness). The consortia are
associations of manufacturers of a wide range of products, who,
although they may be competitors, realize the importance of putting
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collaboration ahead of rivalry in order to offera collective image of
high standards that gives them access to the word’s key fashion and
technology marke ts.
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AN EXPORTCONSORIIUM SUC CESS STORY

Until the late 70’s, the Prato textile district was considered word-wide
as a centre for the production of low-qualty textiles and the
processing of regenerated fibres. Its first move in the direction of
growth was to cast aside this age-old image and show the
mtemational market a new and attractive realty reflecting the
uniqueness of Prato distict's production. Consortia have played a
major ole brnging to the woldd a company and product/service
image which no individual firm would have been able to do.

Meanwhile, exportation and technology have seen furtherintegration,
resulting in higher quality production and increased competitive ne ss
formostofthe consortia members.

Tday the wordd has recognised Prato’s leadership, its mnovative
capacity,tsideas,itsdedication to research.

The wide range of mtervention planned to strengthen the structure of
small fims in Prato is tightly lnked to the history of Consortia. Their
proliferation constitutes a tangible manifestation of the success of this
form of association. A wide range of products is represented i the
Prato textile district’s Consortia. Even though associate enterprise s may
be competitors, they realise the importance of setting co-operation
ahead of ivalryy in orderto offera collective image of high standards
which gives access to the key markets in the fashion and
technologicalword.

Machinery production has obviously grew together with textiles
manufacture. Next paragraphs wil concentrate on the story of a
selected export consortium which helped machinery sectorgrew.

The eardy 1960s saw the dawning of Prato’s textile machine industry.
There were very few strong firms and these concentrated in machines
for Prato’s traditional production: the recyclng of rags and textile
scraps. In the 1960s export was practically non-existent and the great
majorty of textile machine producers worked exclusively for the local
te xtile distric t.

The firm BEC HERINI o ffered mac hine s that we nt from the first pro c e ssing
stages of the rags to important dyeing and finishing machines.
Between the 1960s and 1970s several of BECHERINT s head artisans le ft
the fimm to launch their own businesses giving birth to a series of small
artisan fiims which quickly became important elements of the local
te xtile cluster.

14



At the begining of the 1970s, in Prato’s textile district, an intere sting
expermment was undertaken under the guidance of a local fim:
TESSICTECNIC A. This sales fim was able to compie a vast general
catalogue of all the machines produced in the Prato area. With this
new sales formula mtroduced by TESSICIECNICA, Prato’s textie
machinesbegan to be known abmad, but the names ofthe individual
manufacturing fims did not appear and local manufacturers had no
directcontact with foreign markets orexport ac tivity.

Iocal fiims began to feel the need to manage their own exporits. The
occasion presented itself in 1976-1977 when TESSILTECNICA, in the
wake of several unfortunate busness moves, began its declne. The
local textile machine manufacturers were suddenly without their only
contact with the word market and this provided the stimulus for the
birth o f TEXMA PRATO.

TEXMA PRATO was founded in 1978, its first president was Engineer
Becherni the son of the Becherni who 15 years before was
unknowingly the prncipal catalyst for the modem development of
Prato’s textile machinery produc tion.

The main textidle machine manufacturers, and not only the mam ones,
jomed TEXMA PRATO, under the guidance of the local Industral
Asso ciation (UNIO NE INDUSIRIALD and thus founded the first ¢c o nso rtium
for export promotion in Prato. The founding fims agreed that their
common objective was to maintain the capacity forexport achieved
by the former TESSICIECNICA and to nurture export activity through
cooperation and direct participation in the management of market
contactsand Prato’simage.

Furthermore, TEXMA PRATO promoted the very fist mitiatives to
promote trade shows, first local aimed at the local/national markets
and then immediately after began organizing joint participation i
ntemationalshows armund the word.

Prato’s textile mdustry rapidly evolved and, as it did, so did the
technology employed. Prato abandoned the technology associated
with recycling for that related to fashion and high quality. T xtie
machine production cleardy had to adapt itself to these new trends
and thanks to its noteworthy efforts was able to achieve sumprsing
results. However, the word’s image of Prato remamed lnked to the
recyclng of fibers and thus to medium-low quality textiles. It was soon
clearthata new image of Prato mustbe created.

TEXMA PRATO understood thisneed and added to tsobjectives that of
giving the entire textile machmery sub-sectoran image at the forefront
of technology, professionalism and reliability. Events were organized
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and publications designed to show that the fims associated with
TEXMA were ndeed equalto the highest European standamds.

day, aftertwenty yearsof activity, all the firms associated with TEXMA
PRATO have achieved a strong presence in the main word markets,
and TEXMA’s services continue to be mvaluable. The level of
commitment and expertise these services require mean that very few
member fims would be able to organize and sustain such ac tivitie s
with theirindividualresources alone. Thisis the reason forthe successof
the Consortium’s formula.

However, TEXMA’s development was not without difficulties. For
example: how should new member fims be selected? Should an
aggregation of fimsoccuraccording to verticalorhorizontallinkage s?
That is: could members be direct competitorsorcould more than one
fim participate in the Consortium offering simiar product lines? The se
two possbilities have often created divergences, some fims left the
Consortium feelng that their presence was mcompatible with that of
ther competitors. Other fims have decided to take part in the
Consortium because their competitors are members. However, the
Consortium has always attempted to achieve a happy median
between the two approachesand to carefully selectits memberfims.

The Consortium TEXMA PRATO has played a crucial mle in establishing
a conect and positive relationship/dialogue between fims and local
mstitutions. This is particulady true for the Regional Govemment of
Tusc any that provides various forms of fmance underlaw n. 83 of 1989.
TEXMA has also played an important political role n that its ac tivity ha s
demonstrated the efficacy of such consortia n the stimulation of inter-
fim collaboration among SMEs. TEXMA PRATO has been a vald
example for other consortia that have since developed in the Prato
area and offers a series of operative examples, imitated by the other
consortia, regarding both inage promotion and export.
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Creating SME Consortia

The two most common forms of inter-fiim cooperation among SMEs,
credit guarantee cooperatives and export consortia, have been
descrbed in the above paragraphs. This section aims to go beyond a
mere description of such cooperative structures by providing some
considerationsconceming the stepsinvolved in theircreation.

Although objectives of consortia may vary, we can identify some
common development phasesto give the readeranidea of how such

cooperation may be fostered. Three main conditions for success may
be highlighted:

1. establishmentofa few,cleargoals;

2. consensus building through the mvolvementofa varety ofactors;
3. awarenessoftime factor

Eachofthese pointswillbe discussed n more detail

Goals must come from discussions with the final beneficiaries of the
consortia - the SMEs. They must be realistic, realizable and clearto the
potentialmembersofthe consortium. Kisadvisable to begin with even
just one very clearobjective in orderto test and reinforce the working s
of the consortium. Grandiose projects should be avoided, at least n
the beginning stages. Other initiatives may always be added in the
future .

Consensus building has been identified as one of the key elements in
the success of consortia. This has been highlighted n the kalian
experience in the diffused participation of private busine ss a sso c ia tio ns,
local govemment administrations and other institutions in the creation
and operation of SMEconsortia. A variety of actors were convinced of
the validity of the mterfiom cooperation project and were willing to
commit resources to making it work. This commitme nt often translate d
nto some form of participation, even financial, in the consortia. Co-
participation of this kind spreads the responsbility for the consortium
among private and public consortium supporters makng faiure less
like ly.

Emustbe recognized even atthe conception stage thatcreating new
organizations of any kind, mcluding consortia, takes time. This does not
mean that there wil be no short-term benefits, there certainly can be.
It does however mean that the real impact of such organizations wil
be seen over time and that consortum members and the supporting
mnstitutions should be aware of this from day one. This point is cleady
connected to pomnts 1 and 2 above. Short-term objectives may be
identified and the fulfilment of these helps reinforce the consortium’s
organization and helps boost consensus and institutional support.
Successin the short term helpsensure longerlife and the achievement
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of long-term, more structural changes in the local busness
enviro nme nt.

Step-by-step Inple me ntation

The three main conditions must underdine all phases of consortia
creation, but are especially crucial n the start-up stage. Once these
general foundations are in place, we can outlne a step-by-step
mplementation process valid for any type of consortum even in
contexts previously void of such cooperative ac tivitie s.

a. Thtor - to guide and organize the prject. This figure wil usually
be extemal and be alrrady versed in consortia-building activities. It is
mportant to specify that the tutorsjob isnot to dictate whatisto be
done, but ratherto help launch local projects by working closely with
local actors to help them in identifying common objectives, possible
partners, etc. and then to assist n developing a workable plan to
accomplish the stated goalsoflocal SMEs.

b. Incal project manager - mially to work with tutor, and
eventually to run local projects. Involvement of local experts in such
projectsiskey forseveralreasons. Iocalactorsare alrady connected
to the temitory and have accumulated the knowledge of how the
local system works thatisnecessary to operating in the temtory. Who’s
who, which institutions (if any) might be allies in inter-firm cooperation
mnitiatives and which to avoid, how thingsare done allrepresent crucial
piecesof mformation that outsiders, even expert tutors, are not able to
access immediately. Furthermore, once the consortum has been
founded, the tutorsrle ends. Without the mvolvement oflocalactors
from the beginning, the tutors departure might lead to an uncertain
future forthe consortium.

c. Creating consensus - cleary outlning consortium goals and
mvolving a variety of actors. The inportance ofcreating consensus has
been discussed above. How to do this, deservessome comment. Once
the tutorand the localpmject managerhave begun to sound out the
local SMEs to identfy common problems and verfy interest m
attempting collective solutions through the establishment of a
consortium, they willbe able to drafta proposal Thisin hand, they may
contact other SMEs and key local actors of various types to promote
the project and collect feedback. This will in tum help shape the
nature of the consortium and its goals. In this way, the potential
consortiim members become participants in the conception of the
consortiitm and it thus becomes “theirs” from the beginning. The
mvolvement of mstitutionscreatesco-participation in the viability o f the
project.

d. hvolving Ibcal institutions - local mstitutions may mclude
govemment admiistrations, business associations, the educational
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system, e tc . This is connected to the previous consensus creating
phase, but is listed separately to undedine the fact that the mitiative
should begin with the private sector. This is to ensure that the creation
ofthe consortium addressesthe realneedsoflocal SMEs, and doesnot
occur to further political and/or institutional ends unrelated to small
business development.

It is mportant to emember here that institutional nvolvement in
the creation of consortia is seen as crucial to the consortia’s succ e ss if
the mle of mstitutions is that of support for, and not control of, the
project. In some areas targeted for development prjects, the
mstitutional context may be weak, characterized by mstitutions that are
unable to effectively participate in such initiatives. In these cases, the
creation ofa consortium may have lesssupport atthe outset, but offers
greaterbenefitsby helping to build a viable istitutional e nvironme nt.

e. Feasility study - including investigation of the consortium’slegal
standing. Once the consortium proposalhasbeen cleady drafted and
the possble memberscontacted,itisnecessary to conducta feasbility
study. Such a study includes an investigation of the stated goalsof the
consortim and how these are to be achieved. An outlne of the
procedures for the realization of the consortium’s goals and the
resources needed should be included. The organizational struc ture of
the consortium should be descrbed and an estimate of the resources
needed to create the consortium and ensure itsoperation toward the
realization of its goals are also crucial elements of the feasibility study.
The study should also propose how the necessary resources wil be
obtained. A thorough feasbility study takes some time and must be
done by an expert. The tutor and project manager wil be directly
mvolved i the process, but it is advisable to engage an extemal
expert to ensure objec tivity.

f. Meetings with firns and institutions - a good feasbility study is a
powerful tool to be used in second-rund meetings with fims and
mnstitutions. Again, the projectispresented, butin much more detail This
supples potential supporters with the information needed to truly
appraise the project. It also givesthem anotherchance to provide the
localproject managerand tutor with feedback. At this stage, an mitial
draftofa statute may begin to take shape.

g. Making commitme nts - it is time forlocal fims and institutio ns to
make formal commitments to the consortium project. This wil be done
on the basis of the feasbility study and previous meetings. Who is in
and who isout should be clarfied at thisstage. It should be noted that
the ole of the public sector, if present at the outset, usually diminishe s
overtime. Thisensures decisionalindependence ofconsortium which is
seen asfundamentalto its success.
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h. Formal creation/foundation of consortium - a draft statute
should be ciculated among members. (Examples of two typical
statutes are included in Annexes 1 and 3). At this stage members vote
on the final version of the statute at the first formal meeting of the
consortiim. Members decide whether membership is the same for
everyone or if there are different types, for example voting and non-
voting members with different obligations. The executive committee is
elected and the members discuss operations. Note that at this stage
the tutor will at most be involved as a councilor and it is up to the
members to decide what rle, if any, wil be assigned to the local
project manager. t may be thatthe project managerwilbe selected
asthe fist directorofthe consortium, fora shortterm ofoffice,orit may
be that the SME members prefer to have the project managerasan
extemal consultant from the outset.

What wil follow then is determined through the standard procedures
of the consortium. The executive committee wilcallmeetings and the
consortium’s activities wil be organized according to the directives of
its members. Although the goals of the consortiim were established
eary on, and possble methods of achieving them outlned in the
feasbility study, t may take some thought and discussion among the
members to begin to act toward the stated ends. It should be
emphasized that the processes of discussion, decision-making,
promotion and implementation are all part of nter-fm cooperation
and are positive in themselves. If the consortium makes it to this stage,
tschancesforsurvivalmay be considered very good.

Fnancing

Consortia financing is usually based on two sources. The first source of
financing comes diectly from the member fims and may take the
following forms,ormay be a combimnation ofthese:

e one-time membership fees;
e annualfees;
o feesforspecific services.

Institutional members represent the other major source of consortia
fmancing. Institutional members may be full-fledged members of the
consortium, but often have different fee scales and rights within the
consortiim so as not to give too much power to mstitutional, rather
than to mdividual fim, members.

Institutions generally support consortia in one, or several, of the
following ways:

e onthe basisofnumberoffimm members (founding members);
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e in proportion to ncreasesin membership numbers;
e byco-financing specific initiative s/services;

In kaly, local institutional participation has tended to be substantial at
the outset and to be less relevant as the consortium becomes
consolidated overtime.
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Risks

The initial phasesof consortia creation are definitely the mo st risky. It is
often hard to “sell” the idea of working together, especially to both the
private and public sectors. The start-up phase is therefore a delicate
one. Problems such as overcoming the natural individualism of
entrepreneurs and diffused suspicion of institutions are common. It is
not always easy to teach actors the benefits of working together,
especially if thisis completely new terrain. However, once succ e ssfully
off the ground, the consortium modelmay be used asan example for
othercooperative mitiative s.

Some of the mam rnsks the consortium project may face are the
following:

e low participation rates - firms;
e disinte re st o f institutio ns (orwo rse, ho stility);
e weakinstitutionalcontext-notyetready forcooperation;

e management is too personalzed and structure becomes an
mstrument forindividual politic al-e conomic ends;

e mstitutional participation istoo heavy-handed;

In the hopesthatto be forewamed isto be forearmed, keeping these
possible risks in mind may make them easier to solve if they do arise.
Fach local context is unique, so other problems may well present
themselves, but this partial list highlights some potentialproblem areas.

CONCLUSIONS

Export consortia and credit guarantee cooperatives are the most
diffused and important formsofcooperation among fims, thanks both
to the large number of fiims involved and to the positive results that
these organizationshave achieved.

The history of the consortia, as reported above, shows how their
development depends diectly on the mitiative of the fims. Public
ntervention, on the contrary, played a margmal mle, particulady
during the starting phases.

When public mtervention did begin to take a supportive rle, the
examples mentioned above cleardy show how important the local
administrations have been: they have helped finance the credi
guarantee funds, and introduced support schemes for cooperation
among fims, even before the central govemment. Cooperation
among fims is ndeed a theme of public ntervention which is mainly
felt atthe locallevel
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The intervention of the central govemment played, on the contrary, a
marginal mle in the iitial stages of consortia creation. Only with Iaw
317 0f 1991, did the national government take the initiative to support
cooperation among fimsin a structured and incisive way.

We can conclude that the kalan experence, with these forms of
cooperation (CGC and export consortia), llustrate s e ffe c tive so lutions
forthe mprmvement and enforcement ofintegration of fims, providing
ways to overcome some of the most relevant problems facing SMEs:
creditaccessand the expansion into new intemational marke ts.

The mportance of creating “collective” solutions for the problems
Iinked to the smalldimension of the fims hasbeen amply discussed in
the economic literature on industrial districts. It is also one of the key
factors in the creation of an envionment that is favorable to the
competitive growth of small fims.

Programs aimed at local economic development in emerging
countries would do wellto incomporate pilot projects to stimulate inter
fiim cooperation among SMEs. The creation of consortia is a re alistic
first step toward the creation of “bottom-up,” private sector mitiative s
which may help nurture a positive local development environment
through the active mvolvement of firms, their associations and local
autho ritie s.
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ANNEX 1

STATUIE OF ARTISAN CREDIT C O- OPERATIVES
TIEI

Constitution, name, head office, purpose and term ofthe creditco-
operative

Arnt. 1

A limited liabilty Co-op having the name of “Artisan credit limite d
Lability co-op of...” isherein c onstitute d.

The Co-op hasitsHead Officesi...

Art. 2

The Co-op is a non-profit organization based on prnciples of mutual
assistance. It attempts to promote the improvement and the
modemization of artisan production by providing guarantees to its
members when asking banksforcredit aimed at financing operational
expensesoftheirenterprises.

The Co-op may also assist associates in the formulation and the
collection ofdocumentsnecessary forany kind of credit re q ue st.

Art. 3
The Co-op activity ends the 31 Decemberof...
Every 10 yearsitsterm may be extended.

TE I

Comporate asselts

Art. 4

The Cormporate Assetsare comprised of:

a)capitalformed by associatesshares, having a value of... each;
b) reserves;

c)donations,legaciesand associationsorprvate grants;

d) a fund consisting of possible contrbutions from Public Entities and by
a portion o fthe profits.
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Comorate assets must be employed exclusively for the guarantee
services aimed at achieving purposes stated m art.2 (fist sub-
paragraph).

Operating expenses are financed by admission fees, rghts and
commissions stated underart.11 and 23, from the patimonial revenues
ofthe Co-op itself and from the contrbutionsexpressively erogated for
its operatng expenses by Public Entities, associations or private
individuals, according to art. 35, lettera).

Art. 5
The Co-op isliable with its patrimony forsocialobligations.

In case of forced administrative liquidation orin case of nsolvency of
the Co-op,each associate isresponsble foran amount comesponding
to ... time s (no less than three times) the value of the subscrnbed shares,
according to the CiviCode.

Socialsharesare registered.

Each share must be in a single name, itisnotto be divided and tcan
not be given overto a third party not being a shareholderof the Co-

op.

Shares can be transferred, under provisions of art.10, in case of
succession, with effect towards the comoration, only if the heir is a
shareholderoris admitted as a shareholderunderthe require ments of
art.8 and 9.

The sharescannotbe given underpledge orany kind ofbond, norcan
they be acquired by the comoration, which is also forbidden to
compensate possible debts of the shareholderorto anticipate money
on the subscrbed shares.

Art. 6 [omissis]

TIE I
Share holde rs

Art. 7
There isno limit to the numberof shareholders.
Art. 8

Artisan enterprises may subscrbe to the Co-op if registered in the
Register of.... [required by law] and unless they are undergoing legal
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proceedingsorbankruptcy, orunlessits owneris submitted to a penalty
entaiing mterdiction (even f temporary) from public offices.

One cannot be memberofa Co-op if alkady a memberof another
guarantee co-operative, orif previously expelled from one.

Art. 9

Shareholder admission is made with a delberation of the Board of
Directors, under wrtten requirement of those concemed and i is
registered, by the Board itself, in the bookofassociates.

Art. 10

The shareholder must subscribe and purchase atleast one share. If the
Board of Directors allows it, a subscrber may subscrbe to 4 more
shares, ata subsequent time.

Art. 11

The subscrberpays, at subscrption time, an admission fee whose value
wilbe decided annually by the Board of Directors, notto be under...

Art. 12

The subscrbermust observe the statute, the by-lawsand the corporate
delberations, he must favorby any meansthe co-operative’s inte re sts.

Art. 13

The loss of the associate status takes place in case of death,
withdrawal, cancellation, exclusion; it must be noted, by the Board of
Directors, in the associates book.

Withdrawal takes place upon written require ment from the associate
by registered letter to the Board of Directors, which must delberate it
within three monthsofthe date of presentation ofthe re que st.

Cancellation isdelberated by the Board of Directors forthe ente rprise
which has been canceled from the Register... [provided for by local
law], orthat transfersits Head Officesoutside the temtoraljurisdiction of
the Co-op, orwhich isin one of those improperconditions specified in
article 8.

Exclusion canbe delberated by the Board of Dire c to rs:

a) for missing payment, according to article 10, of the duties or for
otherdebtsowed to the cooperative;

b) for failing to observe the rules stipulated in the statute, orin the by-
laws.
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Any member who has declared bankruptcy or who has become
msolventisexcluded.

Art. 14

The delberations, made by the administrative councilaccording to the
preceding article, must be communicated to the nmterested party by
registered letter, return receipt requested, within 15 days of the
delberations.

The member may protest before the court, according to art...of the
Civi Code, only after having produced recourse at the Board of
Auditors through the delberations of exclusion communic ating them to
the Board of Directors within 30 days of the announcement of the
decision ofthe recourse.

The appeal to arbitration has the effect of a suspension and must be
sent within 30 days from the receipt of the communication of the
delberation of exclusion. The Board of Auditors, within 45 days from the
receipt of the recourse, must communicate their decision to the
nterested party.

Art. 15

The parting member has the right to liquidate some shares, but not
more than he hasdeposited.

In the case of exclusion, the cooperative liquidates 50% of the value of
the members shares, and assigns the other 50% to the fund as
stipulated in article 4, letterb).

Art. 16

The payment must be effected within 6 months of the approvalof the
budget, forthe casesof withdrawaland exclusion, and within 2 months
forthe casesofcancellation ordeath.

The Board of Directors must delay, but not beyond the term of 2 years
stipulated m article 18, the payments discussed i the preceding
paragraph, ensure that the payments wil provoke a reduction superior
to 20%, with respectto the preceding yearstotalcorporate assets.

Art. 17

The member who has obtained guarantees from the cooperative,
does not have the right to liquidate his own shares before having
performed allhis duties,asaccording to articles 13 and 16.

Art. 18
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The member who has ceased to be a part of the cooperative is
responsible toward the thid parties within the Imits of subsidiary
responsibility established in article 5, forthe obligations assumed by the
cooperative until the date mn which membership ceased,asaccording
to art... of the civicode, for2 years from the day in which i is verified
that the associate isno longera member.

Title IV

Operations

Art. 19

The cooperative can only complete operations which fall within the
scope specified in article 2.

Art. 20

The membercan obtain guarantees from the cooperative one month
after his inscription in the book of members. Moreover, the Board of
Directors can decide by unanimous vote that the cooperative
concede such guarantees without the observance of this term as to
favorthe ownersofdamaged enterprises.

Art. 21

Guarantees can be, at most, proportional to the shares bought by
each member. Moreover, the delberation of the concession must
consider:

1) the patrimonial situation, business and personal, of the ownerof
the enterprise and the prospects in terms of yield of the
entemprse itse If;

2) the duration and the nature of the credit requested and the
guarantees which the memberoffers;

3) the ability of the cooperative to guarantee the loans already
requested.

Art. 22

The cooperative can stipulate conventions with one or more credit
mstitutions and with otherentities (with which the Co-op hasguarantee
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agreements) for the granting of credit for the associate for a total
maximum amount being 10 times the corporate assets, resulting from
the mostrecent approved budget.

The amount can be mcreased with the bank if the cooperative is
assisted by subsidiary guaranteesforthe partialcoverage oflosses.

Art. 23

The Board of Directors can decide that each member, requesting
assistance or guarantees from the cooperative, pay a fixed sum for
secretaralservicesin orderto covernecessary expenses.

In addition, the member which has obtained the requested loan is
held to the payment of a commission which will be decided by the
Board of Directors, not to be more than 1%, annually, of the sum of the
loan.

Title V
A) Ordinary Mee ting

Art. 24

The members who have been inscribed in the members book for at
le ast three months have the right to vote in the Assembly.

The membercan be represented by a proxy who is anothermember,
as long as he is neither an administrator nor an employee of the co-
operative.

EFach member has the right to one vote, regardless of the numberof
shares possessed, and cannot exercise the vote for more
than..delegates(maximum 5).

Art. 25

The Assembly, whether extraordinary or ordinary, wil be convocated
by notice which must contain the day, the date, the hour and the
place of the meetng, and must be fixed atleast 15 daysin advance
of the day assigned for the meeting. The notice should be hung in a
visble space in the Head office and should be sent to the members
within the time specified.

Art. 26
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The Ordinary Meeting is convocated by the Board of Directors each
year4 monthsbefore the closing ofthe previousfinancialyear.

ks assignmentsare:
a) to discussand approve the financial stateme nts;

b) to elect the President, the Vice-President of the Cooperative, the
other members of the Board of Directors, the Auditors, the
Conciliato rs;

¢) to take due note ofthe Board’sdelberations and fix the best case
scenaro directives forthe Board itseIf;

d) to deal with all issues of concem as stated in the statute and by
law.

The Agenda ofthe Ordinary Meeting isfixed by the Board of Dire c tors.

Associates may ask to msert different issues in the agenda. The request
must be signed by at least one fifth of voting members. The request
must not be submitted more than ten days afterthe publication of the
agenda.

The Extraordinary Meeting is convocated by the Board of Directors to
delberate on the modification of the statute, on nommation and on
liguidators powers.

Art. 27

The President, or the Vice-President in his absence, chais the Ordmary
Meeting. Upon approval of the Meeting, the President chooses two
sc rutinize rs, among the presentassociates.

In the case of an Ordinary Meeting, the President must ask the
cooperation of a secretary, appointed by those present at the
meeting, and charged with wrting the report, whie mm case of
Extraordinary Meeting, the report must be approved by a notary
public.

Art. 28

Ordinary Meetings may legitimately deliberate, in first call, when at
least half of the associates with the rght to vote are present or
represented and, in second call, regardless of the numberof present
orrepresented associates.

Second callmaynottake place in the same day fixed forthe first.

Secret ballot is needed to appoint members for administrative
positions; voting on otherissues on the agenda may be done by rising
orremaining seated.
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Delberations are approved by majority of the shareholders present
and represented; n case of party, the proposed delberation is to be
considered rejected.

Art. 29

Extraordinary Meetings may legitimately deliberate when at least half
of the shareholders with the right to vote are present orrepresented in
fist cal, m second call, at least a thid of the shareholders. For
delberations to be considered valid there must be the favorable vote
ofthe majorty ofthose who vote.

™ decide the eardy dissolution of the association, a vote in favorofat
least a third of the totalassociates with the right to vote isrequired.
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Art. 30

Delberations made by the Ordinary Meeting must be reported m
reports signed by the President, by the secretary and by two
sc rutinize 1s.

B) Board of Direc tors
Art. 31

The administration is entrusted to the Board of Directors, consisting of
four members elected for at least one year by the Assembly from
among the subscrbersto the Co-op.

With a contrbution from the Ministry of Industry and Commerce, two
members of the Board may be appointed upon nomimation of the
Ministry itse If.

A representative of each public entity participating in the constitution
ofthe comporate assets with atleast a quarterofthe comporate capial
may also be membersofthe Board of Direc tors.

In any case the appomntment of the majorty of the administrators and
auditors is reserved to the Associates Meeting, according to art... of
the CiviCode.

Eected membersofthe Board hold three-yearmandatesand may be
re-elected one ormore tmesforan equalperiod oftime.

President and Vice-President are elected by the Assembly among the
elected membersofthe Board.

Admiistrators are exempt from guarantee deposits unless the
Assembly decides differently forelected members.

Relatives ornext of kin (thid degree ncluded) of other members may
not simultaneously be part of the Board of Direc tors.

Art.32

Administrators should not vote at those delberations regarding their
own personal nterest or their family (including third degree relatives)
busine ss.

Art.33

The Board of Directorsassemblesin Ordinary Session once a month and
in Extraordinary Session when the President, orin hisabsence the Vice-
President, or at least a thid of the Directors or Auditors, deems it
advisable. The notice of convocation must be delivered to the home
addressofeach Diector, save urgentcases,three daysin advance.
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The notice of convocation must also be delivered, in the same way
and underthe same terms, to the Auditors.

The Board may avaiiselfofthe workofan appomnted secretary.
Art. 34

Delberationsof the Board are made by majorty vote of those pre sent;
in case of parnty, the vote of the Chair prevails. Board delberation
validity requires the actual presence of the majorty of components,
proxiesare notallowed.

Art. 35

The Board of Directors retains all the powers and attrbutes of the
management of the Co-op, which are not reserved by law or statute
to the Ordinary Meeting .

Itisup to the Board of Direc tors:

a) to accept donations, legacies, grants of associations and prvate
parties, State or other public Entities grants for the constitution of
the reserve fund, or to face administrative expenses, save
necessary modification ofthe statute;

b) to ask the authorization of.. when the acceptance of contrbutions
of Public or Private entities implies the modification of statutory
noms;

c) to stipulate and implement agreements with credi mstitutions and
o ther e ntitie s;

d) to prduce financial statements, enclosmg a report of the
cooperatives management, and to edit the presentation to be
approved by the Ordinary Meeting, proposing a best case scenario
forthe present year;

e) to provide the President with the authorzation for necessary
expenses forthe regularfunctioning ofthe Co-op;

f) to authorize the President for the implementation of all required
actionsaimed at guarding the Co-op’srghts.

Art. 36

The President is the legal representative of the Co-op. He wrtes
documents and gives directives to the Directors (appointed for this
pumpose by the Board itself) orto the Secretary (possbly nommated by
the Board). He ensures that the chosen members of the Board (or the
Secretary) operate in conformity with the Co-op’s inte re sts.
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The President, in case of dismissal, absence or impediment, is
substituted by the Vice-President, who simiardy can be substituted for
the same reasons, by the eldest memberofthe Board.
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Art. 37

The duties of the President, Vice-president and members of the Board
of Directors do not entai any salary; out-of-pocket expenses may be
reimbursed when authorized by the Board (if the concemed person
re q uire s it).

C) Board of Auditors

Art. 38

The Board of Auditors is composed of three regular Auditors, one of
which is appointed president and two deputies. Auditors hold three-
yearpostionsand may also be chosen among non-members.

Art. 39
The Board of Auditors must meetatleastonce each trimester;

the auditor who, with no justified reason, does not participate in two
Board meetings, willbe removed from office. Asse ssments, emarks and
delberationsofthe Auditors must be registered in the ad hoc Book.

Art. 40

Relatives (up to the 4th degree) of the administrators are not eligible
Auditors. In case of election, they will be removed from office. The
same holdstrue forthose employed by the Co-operative.

Art. 41

The direction of the corporation and the execution of the Board’s
delberations may be entrusted to a Secretary having the faculty, the
attrbutions and the powersdetermmed by the Board itseIf. The possble
appointment of the Secretary (and his revocation), is delberated by
the Board of Dire c tors.

E) The Board of Conciliators
Art. 42

The Board of Conciliators is composed of three regularmembers and
two deputies elected by the Ordinary Meeting, which designate the
Chaiman. The Conciliators hold office for no more than three years
and are re-eligible. The Conciiators may not receive remuneration for
therservices.
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Art. 43

The Conciiators decide as friendly auditors. Their decision must be
wrtten within 1 month from the day the President of the Board of
Conciliators has been notified of the controversy and must also be
communicated to the President himself, to the Co-op and to the
associate, within 15 days from the date.

TIE VI
Financial State ments

Art. 44

The financial statementsinclude the fiscalyear(from the 1stofJanuary
to the 31stof Decemberofevery year, mustbe communicated by the
administrators to the Board of Auditors, with the report and the justifying
documents, at least 30 days before the day fixed for the Meeting
called to discussi.

The financial statements must stay deposited in copy, togetherwih the
administrators’ and auditors’ reports,in the Co-op’shead offices, for15
days previous to the Meeting and until it is approved, so that the
associatesmayreview i.

Art. 45

Net profits for the year are attrbuted as follows: 50% to the reserve
fund and 50% to the fund provided forby art.4 letterd.

Redistrbution of the reservesamong the associatesisforbidden.

The yeady operating losses are to be attibuted to the reserve fund
according to art.4, letterb. This fund must be, each time itisnecessary,
reintegrated with money taken from the fund according to letterc of
art.4.

In case of exhaustion of reserves and of impossbility to reintegrate,
according to previous paragraph, the losses should simultaneously be
deducted from the residual amounts of the fund according to lett.d)
and to the corporate assets, proportionally to theirvalue.

Art. 46
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In case ofdissolution ofthe Co-op, the amount available atthe end of
the liquidation, having paid all habilties, shall be transfermed, after
having taken out the associates shares not exceeding the amount
contrbuted, n favor of public entities with inttiatives aimed at the
modemization of artisan’s production and of deeperknowledge and
diffusion ofrelated products.

Liguidators must notify the Ministrty of rade and Commerce of the
reasons and mo tivations forthe disso lution.

The President of the Board of Trade (Ministry of Trade and Commerce)
shall decide the destination of the above-mentioned amount,
togetherwith the Ministry of Social Affairsand according to law...

TIE VI

General and temporary provisions

Art. 47
Foreverything notcontemplated by this statute, presentlaw isbinding.
Art. 48

The fist year starts from the day of the constitution of the Co-op and
lasts till the 31st Decemberofthe same year.

Art. 49

The first Board of Directors is nomimated by the shareholders’ assembly
and holds office unti the first session of the Ordinary Meeting, which
provides for the election of all offices according to this statute’s
disp o sitio ns.

Art. 50

The first Board of Directors compies the by-laws, that willbe submitted
to the Ordinary Meeting forapprovalduring the fist meeting. These by-
laws apply, temporarnly, untdl approval by the Ordinary meeting. The
first Board of Directors stipulates with one ormore credit mstitutions and
with other entities the ad hoc agreements for the achieving of
comporate goalsaccording to art.2; it provides for the organization of
the Co-op;itacceptspossble contrbutions from the Ministry o f Ind ustry
and Trade and from otherpublic entities.

Art. 51

The fist Board of Directors may allow the Co-op to participate mn a
county, regional or national Consortium, having the purmpose of
coordmnating and empowerng the local artisan guarantee co-ops
ac tivitie s.
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Art. 52

Any possible modification to this statute must be previously approved
by the Ministry o f Industry and Trade.

ANNEX 2 - PRATO TEXTIE DISTRICTAND ITS CONSORTA.

Prato’s geographical position is enviable, located halfway between
Mian and Rome with two motorways and two railways that intersect
nearby and an airport offering daiy flights to the major European
capitals. The rationalisation and expansion of the local mdustry is now
assigned to a wellequipped mdustral park, The Macrwlotto, with an
area of 400 hectares. Professional training is ensured by prestigious
mstitutions such as the “Tullio Buzzi” T xtile Institute and the Unive rsity o f
Forence, which offers courses m Mechanical Engineering, Busne ss
Administration, Chemistry, Bology and Law. The culturallife of the city
is also ntense, with many clubs, theatres, a Civic Museum that is the
headquarters of the local network of museums, and the Imigi Pecci
Museum of Conte mporary Art.

The industral district of Prato presently extends over 700 sq. Km. and is
home to 340,000 mhabitants, half of whom lve within the Prato city
Iimits. In addition to the textile mdustry, which employs 45,000 people,
or 60% of local industrial employment and 35% of total local
employment, there are many companies that prmduce textie
machinery,chemicalproductsand packing maternals.

One of the factors that makes Prato unique is that its 45,000 worke rs
operate in 8,000 local fiims; 80% of these are small processing units
(artisan fims). A curious phenomenon concems the way so many
independent companies are able to align their behaviour towards
common objectives consistng of high quality standards and rapid
delivery, smalllotsand competitive pricing.

Thanks to its orginal organisation, the district of Prato effectively
combimes all the typicaladvantages ofindustral-scale produc tion, like
efficiency and reliability, with the advantages of the craftsman’s small
trade capable ofdealing with rapid product change, custom lots, and
promptresponse to market demands. The mannerin which produc tion
isorganized isbased on a complete breakdown of productive phases
among hundreds of small and medium-scale companies, each
specialised in a single process: spinning, dyeing, yam twisting, beaming,
weaving and finishing. In 1996 the value of production (according to a
conservative estimate) was about 8,500 bilion Italian Lira (4,800 million
USD). About two-thids of local production is exported. The second
mo st important activity, after te xtle manufacturng, is the c onstruc tion
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of textile machinery: 200 companies, with a tumoverof 250 million USD.
Approximately 60% ofthe machmnery produced isexported.

Prato is an unquestioned intemational leader n the production of
woollen, fancy yams forknitwe ar, te xtile s for the gamme nts ind ustry, knits
and othertextie s forupholstery and industrial uses. Recently, new types
of products have taken their place alongside the traditional product
Ines: worsted fabrcs, Inen, cotton, silk and viscose. The success of
Prato is distinctive for the capacity of her manufacturers to design a
wide range of products, to modify pre-ordinate production programs,
and to maintain an edge in terms of average delivery terms. Every six
months, at the start of the “Spring-Summer’ and “Fall-Winter’ seasons,
the local mills present 2,000 new yams and 60,000 new fabric designs.
This e nthusiastic pursuit of new ideas and the ability to anticipate trends
make Prato a rich source of nspiration forthe fashion word.

T ilustrate the range of SME consortia present at the local
level, a partial list of consortia operating in Prato today is
provided here as a sample of the types and vanety of SME
consortia that may develop even within a lmited
geographicalarea.

The PROMOTRADE Consortium was created in 1978 by a
group of fimms specialised in the production of fabrics; at the
present it counts more than 150 firms. The consortium’s main
field of activity is promotion mncluding the two exhibitions
(PRATO EXPO) at which the collections for the following
seasonsare presented once every six months.

PROMOARREDO is the consortium forthe promotion of textile s
forhome fumishing. tisa group of Tusc an manufac ture s with
a craftsman mentality but an industdal structure and
organisation which aims at combining the fine Tuscan crafts
tradition in this sec tor with mnovation and style.

C.P.F (Consortiim for the Promotion of Yams) guarantees a
more active presence on intemational markets, partic ulady
on those of Japan and Far Eastem countres, both with
regard to the pmducts and image of the area. This
consortium co-ordinates the fims which belong to PITI
IMMAG INE FIIATL

C.PM. (Consorzio Prodotti e Manufatt]) Consortium for the
promotion of Knitwear, is a consortium composed of
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companies having different mterests related to the fields of
textiles - fashion - textile technology and auxliary plants for
te xtile s ind ustry - textile machinery. It is a unique example of
a multi-se c torial c o nso rtium.

TEKIN is a consortium created to deal with the problems of
technologicalinnovation and training in the textile sector.

PROGETIO ACQUA (WaterProject Consortium) This ¢ o nso rtium
operates the local plant for the treatment and recycling of
polluted water produced by the textile mdustry. This
consortium is very important because it re presents one of the
very few examples were the local public administration co -
operates with the private sector.

TEXMA PRATO is one of the oldest consortium active in the
Prato area. It is a consortium for the promotion and
development of te xtile machinery exports from Prato. (Please
see Texma’s story under AN EXPORT C ONSO RTIUM SUC C ESS
STORY.)
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ANNEX 3

STATUIE OF EXPO RT C O NSO RTIUM

NAME -HEAD OFHIC E-TERM- PURPOSE AND OBJECT

Art. 1
(Name - Head Office)

A Consortium having name...,, consortium for the promotion of export,
for the development and commercialzation abrmad, of: [...] all the
production related or lnked to the textidle industry of clothing,
accessories,and machinesishereby constituted.

The legal office is set in [city and address]; with a delberation of the
Board of Directors, the legal office may be transferred and branch
offices, representative officesand agenciesmay be setup.

Art. 2

(Purpose ofthe consortium)

The Consortium is a non-profit making association.

The purmpose of the Consortium isto promote exports and to export the
production of the associated enterprises, which must be small or
medium [according to law...], also through the acquisition of orders,
and the import on demand of the associates, of aw maternals and of
the semimanufactured goods to be used by the associates, which
mustoperate with alldue respectofthe professionalethics.

Thus the Consortium, in partic ular, inte nds:

- ™ develop export and to offer the associates suitable assistance
for any related necessity, also through organizational structures
located abroad;

- D mstitute a common distrib ution ne two rk;

- '™ promote, organize and regulate the collective participation of
enterprses in exhibitions and mndustrial fairs taking place abroad,
providing the necessary assistance;

- ™ promote the participation ofdelegatesofassociated enterprises
to economic missions in foreign countries and to receive groupsof
operators;
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- D mstitute a Consortium trade mark (ora brandname) and support
it with “ad hoc” promotionalac tions;

- '™ guarantee the professionalethicsofthe associated enterprises;

- T collect mformation on customers and exchange knowledge
among enterprses, the finalgoalbeing to fosterexport growth;

- '™ select sources for the purchasing of aw materals and of semi-
manufactured goods to be utlized by the associated fims; to
collect data and knowledge on these sources to be distnbuted to
the associates.

It also may:
- Handle the elaboration ofcommon catalogues;
-  Study financialactionsforsocial securty purposes;

- Do marketresearch to find out where the consortium’scommercial
activity could best develop and to take care of collective
advertising ;

- Develop any otheractivity stric tly linked to those mentioned above
and take all the initiatives necessary or helpful for the c onsortium’s
pumposes mcluding joining organizations and entities and the
participation in [locall orforeign companieshaving similar purposes
to those of the Consortium, also through the constitution of
operative structuresabmwad.

The consortium is entitled to sign all the financial operations, personal
and real, necessary or useful for the realzation of the above-
mentioned purposes, including the contracting of loans with credit
mstitute s, the taking of a mortgage on the consortiim’s goods. The
Consortium may pursue any other activity strictly linked to the above
mentioned and to accomplish any otherin pursuit of the Consortium’s
goals.

For the achievement of its ends, the Consortium shall rely on extemal
cooperation and agree with extemal collaborators on forms of
cooperation.

Art. 3
(Obligations of the Consortium)

For obligations assumed in the name of the Consortium by those
persons that, according to the stipulations of this Statute, are granted
that authorty, a thid party can claim their exclusive nghts to the
Consortium’s fund.
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For obligations assumed by the Consortium in the name of a single
associate, under their specific authorzation and on their behalf, the
associates are responsible, whie the Consortium guarantees the
accomplishment ofthose obligations.

Art. 4
(Prohibition of the distribution of operating profits)

[...]itisforbidden to distrbute the operating surplus ofthe Consortium in
any form to the comprising member enterprises, even in the case of
the dissolution ofthe Consortium.

Art. 5

(Duration of the Consortium)

The duration of the Consortium wil be [...] years, which is until [...]; the
duration can be extended and the Consortium can be dissolved in
advance by the Extraordinary Meeting.

Title II
Art. 6
(Members of the Consortium)

The members of the Consortium are either “ordinary members”
(“associates’) or“sponsoring members” the require ments forwhich are
specified respectivelyin art.6 b and art. 6¢.

Art. 6 b

(Requirements and numberofthe associates)

The associates must be small and medium enterprises working in the
[...] sector as specified m art 1 of this Statute, adhering to a temtoral
association and who perform theirac tivitie s with the utmost respect for
professionalethicsand in particular:

-work with respect forthe laws of theirsec tors;

-assure good relationships with theirc lie nts, suppliers and middle men.
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By ”small” and “medium” size, it is specified that an enterprise not
exceed the dimensions fixed as of [..] and that they are not already
ncluded underthe defnition of entrepreneurial group specified m [...].

Art. 6 ¢
(Supporting members)

The public and/or private entities, constructed under any form, which
intend to sustain the activity of the Consortium, willbe mscrbed in the
“supporting members” book upon their rquest and the approval of
the Extraordinary Meeting.

The inscrbed members assume the obligation of contrbuting annual
dues, asdetermined by them with the Meeting, but which are not less
than those of fulmembers.

The associated members who, during their activity, fail to meet even
one of the requirements asexplained in art. 6b of the statute, can also
be mcluded among the sustaining members, effective mmediately.

The sustaining members have the right to use some but not all, of the
services of the Conso rtium.

They can be nvited to participate in the Meeting, but witho ut the right
to vote.

Art. 7

(Admission of the associates)

Anyone who proposes to be admitted as an associate must apply to
the Board o f Dire c tors.

The candidate must demonstrate that they meet all the re quire me nts
listed m article [..]. In the applcation the candidate must declare to
have fullawareness of the present statute, of the intemal rules and of
the delberations, alrcady adopted by the Consortium, and to accept
the m witho ut re se rva tio n.

Admission ismade with the delberation ofthe Extmordinary Meeting of
the associatesonce a year,preferably before the tenth of December.

Admission is offered if the application is met with a favorable vote by
two-thids ofthe associates, be itin the first orsecond convocation and
maccordance with article 16.

The new associates must contrbute the dues to the consortium within
15 days of the date of the announcement of their admission and the
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total wil be 2.500.000 Lire plus the mitiation fee which wil be
determined annually.

Art. 8
(Obligations of the associates)

Beyond the initiation fee descrbed in Article 7, the associates must
contrbute an annual fee, the amount of which wil be determined for
each fmancial year by the Ordinary assembly on the basis of the
previsionary budget. The associate isalso obligated to:

a) transmit to the Board of Directors all the data and newsrelated to
the application.

b) submit oneself to allthe checksrequired by the Board of Directors
and by the Committee formed of 3 members, of which 2 are
nommated from time to time by the Council and chosen from
amongst the professional ranks, and one nominated directly by the
subject in question, with the end goal of ascertaining the exact
execution of the obligationslaid out by the present statute and by
the se rule including:

c) reimburse the expenses taken on the Consortium’s behalf by the
associate and refund the damagesand losses sustained;

d) observe the statute, the intemal rules, the social delberations and
woik to furtherthe interests ofthe Consortium.

Art. 9
(Withdrawal of the associates)

The withdrawal of an associate is allowed, but the declaration of
withdrawal must be communicated to the Consortium at least 3
monthsbefore the closure ofeach flnancialyear.

The withdrawalhaseffect from the date of closure ofthe enterprise or,
f not communicated according to the termms mdicated in the
preceding section, from the closure ofthe successive financialyear.

If the associate has assumed responsbilties which last beyond the
perod durng which he wilbe an active member, these re sponsbilitie s
must be regulady acknowledged.

Art. 10
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(Exclusion ofthe associate)

The Extraordinary Meeting, with a majorty provided for under an.7, IV
c. of this Statute, delberates at any time the exclusion of an associate
in the following cases, when the associate:

a) no longermeetsatleastone ofthe admission re quire me nts;
b) isdeclared bankruptorsubjected to othercontest proceedings;

c) has not paid all or part of the contrbution to the Consortium’s
subscribed capital, the membership fee, annualquota;

d) has defaulted agamst the Consortium for obligations assumed by
the associate, on behalf and according to the requirements of
the Consortium;

e) has not complied with other obligations contracted with the
Consortium;

f) has committed acts which constitute non-compliance with the
dispositions of this statute, of the by-laws orof the delberations of
the Consortium’s Bodies or has interests contrary to those of the
Consortium;

g) can no longer participate in the attainment of the cormporate
objectives;

Exclusion must be communicated to the associate within 15 days by
the President of the Board of Directors by registered letter, retum
receiptrequested.

The exclusion may be contested, causing its suspension, in front of the
Board of Auditors(according to art.29 of this statute); if by the 10th day
the contestation of the Board of Auditorsis not contested orrejected,
the delberation becomesbinding.

The Board of Directors may suspend the associate from all activities of
the Consortium, in the time elapsing before the assembly delberation,
fora period not exceeding 6 months. The suspension doesnot exempt
the associate from the payment of ordinary annual fees or the
extraordinary quotasdelberated by the Consortium.

The suspension must be communicated within 5 days from the Boand
delberation by registered letter, retum receipt requested.

TILE I
Art. 11
(Consortium’s fund)

The Consortium’s fund consistsof:
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a) the participating shares subscrbed by each associate (cormporate
capial). No associate can subscrbe more than a participating quota
ofthe value fixed by art.7 o f this statute ;

b) the subscrption fees;

c) operating surplus which is not destined to the Ordinary Meeting for
specific reserve funds.

If the Consortium’s capital undergoes a reduction caused by losses,
the assembly, after having excluded the responsbilty of single
administrators and/orDirector, may delberate the reintegration at the
expense ofthe associates, statng modalitiesand terms.

Arxt. 12
(Comporate year- Working Balance Sheet)
(Estimate)

The accounting period goes from the 1st of January to the 31st of
Decemberofeachyear.

At the end of every period, the Board of Directors must report the
financial position of the Consortium, with the profit and loss accounts,
whic h c onstitute the Consortium’s Balance Sheet.

Two months after the closing of the accounting period the Ordmnary
Meeting is convocated, within the same time perod, the Board of
Directors has to deposit the Balance Sheet, approved by the Ordinary
meeting, by the chancellery ofthe Court.

The estimate is drawn up by the Board of Directors and presented to
the Meeting forits approval together with the previous years working
balance. The Estimate must provide for a specific chapter related to
fixed operating expenses (overheads). For this chapter a percentage
oftolerance of20% isallowed. o exceed the tolerated limit, the Board
requires ad hoc authorzation of the Assembly, without which all the
members of the Board wil be held responsible for eimbursing e xcess
expenses,exception made forthose who verbalize their dissent.

TIE IV
Art. 13

(Bodies of the Consortium)

The Bodiesofthe Consortium are:
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a) the Associates Meeting;

b) the Board of Dire c tors;

¢) the President and the two Vic e -Pre sid e nts;
d) the Board of Auditors.
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Art. 14
(Associates Meeting)

The Meeting is constituted by all associates currently up-to-date in
terms of participating shares, the subscrption fees, the annual quotas
and ofthe otheramountsowed, n any form, to the Conso rtium.

Each associate hasthe rightto one vote.

The Meeting isconvocated atthe Head Office of the Consortium (orin
an altemative place) by the President, whenever he considers it
necessary. The Meeting can also be convocated underrequirementof
at least one fifth of the associates, orin other cases provided for by
law, though a notice ofconvocation must be sent, by registered letter,
atleast 15 daysbefore the day fixed forthe Meeting.

The agenda, the date, the hour and the meeting place must be
reported in the notice ofconvocation.

In case of urgency, the convocation may occurby telegram ortelex
to be sentatleastthree daysbefore the day fixed forthe meeting.

The President of the Consortium takes the chairatthe Meeting. In case
of his absence or mpediment, the Meeting itself wil vote its own
temporary President. The function of Secretary will be camed out by
the Director, f nommated, otherwise the President of the Assembly wil
nominate a Secretary, save that the report should be approved by a
notary public. The report should be signed by the President of the
Assembly and by the Secretary.

The Meeting canbe ordinary orextraordinary.

Art.15
(The Ordinary General Mee ting )

The ordinary generalmeeting:
a) approvesthe fmnancial position, profit and loss accounts;

b) appoints the members of the Board of Directors, the Auditors and
the President of the Board of Auditors;

c) determines the membership fee according to art.7, last sub-
section (orsub-paragraph);

d) establishes an annual contrbution according to art.8, first sub-
section;
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e) gives the general directives (or guiding prnciples) of the
Consortiim and delberates on other matters regarding the
management of the Consortium underits jurisdic tion as established
by this statute, the by-laws orby law. It also deliberates on those
matters submitted forexamimation by the Board of Dire c tors.

The Ordinary General Meeting must be convocated atleastonce a
yearwithin the deadlne stated in art.12, 3rd sub-se c tion, o f this sta tute .

The Ordinary General Meeting is constituted asvalid when atleast one
more than one half of the associated enterprises are present or
represented.

In case the number of associates present or represented does not
reach the numberindicated in previoussub-paragraph, the Meeting, in
second call, is constituted as valid regardless of the number of
associatespresent orrepresented.

Be it the fist or the second call, the delberations are made by a
majorty vote of those present.

Art. 16
(Extraordinary Meeting)

The Extraordinary Meeting delberates on alterations in the Articles of
Association, in the Statute and in the by-laws, n the extension and i
the event of anticipated dissolution of the Consortum. in the
nomimation of the Liguidators and the extent of therr powers, and on
any othermatterexpressly requested by new associates.

The Extraordinary Meeting in fist calldelberates with a favorable vote
ofatleasttwo thidsofthe associates;in second call,itdeliberates with
a favorable vote of the majorty (plus one), with the exception of
dispositionsunderart. 7, 4th sub-section and art.10 1st sub-sec tion.

Art. 17
(Representation in the Me e ting)

The associate may be represented n case of mpediment by another
associate, save in the case of his membership on the Board of
Directors, with a written proxy to be preserved by the Consortium.

No member of the Consortium may represent more than two other
associates.

Art. 18
(Board of Direc tors)
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The Board of Directorsiscomposed of:

-5to 9membersappointed by the Ordinary Meeting and chosen from
the associates.

The members of the Board meet at the Consortium Head Office or
elsewhere, every time the President judges it necessary or when the
majorty ofthe members asks forit.

The calling of the Board is executed by the President with a letter
written atleast five daysin advance and,incase ofemergency, with a
telegram or telex at least one day in advance, sent to the home
addressofeach Memberofthe Board. The Board of Directors meeting
isvalid if the majorty of the membersispresent atthe meeting.

Delberations are made by majorty of the components of the Board.
Votes being equal, the vote of the Chamr prevais. The Board of
Directors has all the powers for the omdinary and extraordmnary
management of the Consortium, save those reserved to the Ordmary
Meeting by law oraccording to the statute; in addition, the Board may
constitute commissions aimed at studying and realizing special
programs. Commissions, when instituted, propose to the Board of
Directors work programs and the related expense and fmancial plans.
Commissions supervise s the implementation of the programsapproved
by the Board of Direc tors.

The report of the meeting of the Board is wrtten by the Diector, if
nommated, otherwise by a member of the Board assigned by the
President. The President signsthe report.

Proxy isnotadmitted, noteven to an othermemberofthe Board.

The Directors hold office for 2 years and are re-eligible. The first Board
of Directors staysin office forthree years. f during a financial yearone
ormore Members of the Board passes away, the Board is to proceed
according to the Civil code on this matter. Directors do not pay any
guarantee depositand are notentitled to a salary.

A Memberofthe Board absentthree consecutive time sis removed; this
holds for one who is absent for more than 5 times within the financial
year. In these cicumstances, the Board of Directors is reintegrated by
nomination. The Memberofthe Board nommated, holds o ffic e unti the
naturalexpiation ofthe Board.

Art. 19

The President of the Consortim, and the Vice-presidents are
appointed by the Board of Directors from among its members for two
years terms, save the President and the Vice Presidents of the first
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Board who hold office forthree years. Every memberofthe Board isre-
eligible.

The President:

a) callsand presidesoverthe Meeting of the Associates and over the
Boamrd of Directors;

b) gives the suitable dispositions for the realization of delberations
made by the Consortium’s Bodies;

¢) hires the Consortium’s staff and nommates the Director General
and/orSecretary;

d) overseesthe keeping and preservation of documents;

e) ensures the conformity of the operations with the mnterests of the
Consortium.

Incase ofimpedimentorabsence ofthe President, his functions wil be
exercised - save dispositions by art. 16, sixth sub-section, and by art 20,
second sub-section, - by one ofthe two Vice Presidents, who is like wise
nominated by the Board of Directors from among ts members.

Art. 20
(Representation of the Consortium - Signature)

It is up to the President to sign for and to represent the Consortium in
front of third parties and before a court, having the right to start legal
and admiistrative proceedings and petitions for any instance of
judgme nt.

In case of serious impediment of the President, the representation and
the signature fallto one ofthe two Vice Presidents.

Art. 21
(Board of Auditors)

The Board of Auditorsis composed of three permanent members and
two deputy-memberschosen from chartered public accountants, and
elected by the Meeting, which determine s theirc ompensation.

The president of the Board of Auditors is elected by the Ordmary
Meeting.

Auditorshold office fortwo years, save the fist oneswho hold office for
three years. Auditorsare re-eligible.

They exercise their functions under the rules stated for a joint-stock
company, in that these rules are compatble with the Consortium
struc ture .
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TNEV
Art. 22
(Grants made by public orprivate Entitie s)

In accordance with the Consortium’s finalitie s, public or private Entitie s
may give theirsupport through grants orcontrb utio ns.

TIE VI
Art. 23
(Management)

The Director (nominated as per provisions under art.19, second sub-
section, letter “c”) is entitled to enforce the delberations of the
consortium and to supervise its manage me nt.

The Director participates, without the right to vote, as Secretary at the
General Meeting and atthe Meeting ofthe Board of Dire c tos.

THE VII
Art. 24
(TBansfer of Ente rprise )

In case oftransferof an enterprise the relationship with the Consortium
continues with the new prncipal of the enterprise, on the condition
that the requirements under art. 6 persist and that the Ordmary
meeting approvesthe new principalsadmission to the Consortium.

In the eventofa delberation of non admittance (according to art.10,
second sub-section) counteraction is admitted as provided forby art
10, 3rd sub-sec tion.

Art. 25
(Liquidation of the shares)

In case of withdrawal or exclusion of an associate orin case of non-
admission of the new prncipal of a transferred enterprse the
association quota_quoted in a) of art.11 isretumed atits nominal value
to the associate who has entirely extinguishe d his obligations with the
Consortium.

Art. 26
(Dissolution of the Consortium)

In case of dissolution, the Extraordinary Meeting is charged with the
appointmentofone ormore

Liguidators and with the determination ofrelated powers.
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Once all iabilities have been covered and the associates reimbursed
for their subscrption fees (not to exceed theirr nominal value),
remaining corporate assets wil be transferred (further to the
delberation of the Memberss Meeting) to Entities having cormporate
goals or social finalities smilar or instrumental to those of the
Conso rtium.
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Arxt. 27
(By-laws)

The Ordinary Meeting approves the by-laws for the implementation of
this statute and that which isnecessary to assure the functioning of the
Conso rtium.

Art. 28
(Sanc tions)

In case of mfractions of the dispositions of this statute, of the by-laws
and of the consortium’s delberations, the President mvites the
defaulting associate to present written justifications and immediately
convocatesthe Board of Directorsto establish possible sanc tions.

The President communicates to the associate the delberation of the
Board by registered letter, retum receipt requested. Everything
provided by art.10 of this sta tute is still valid.

Art. 29
(Settlement of disputes)

Any dispute regarding the interpretation of these articlesofassociation
(statute) and rules thereof, is settled by a Board of Auditorscomposed
of three Auditors: two appointed by the two parties and the thid,
assuming the function of President, nommated by the two Auditors. In
case of variance the third Auditorisnomimated by the President of the
Court.

Art. 30

(Cross reference to the dispositions of the Civil Code)
Foreverything not provided forby this statute, the Civi Code isbinding.
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ANNEX 4 - TAW 317/91, AN INSTRUMENT FOR ITATIAN SMEs CONSORITIA
DEVELOPMENT

What follows isis a selection of articles taken from kalian Iaw 317/91
titled: “Policies for the mnnovation and development of Small and
Mediuum scale Enterprses.”

Selection criteria are connected to the main theme presented by the
working paper. the foundation and growth of SME Consortia (including
Credit Guarantee Co-operatives) asa toolforthe developmemt ofthe
entre SME economic and financial envimnment. The following articles
wil flustrate italian national facilities focusing on the evolution of
Consortia.
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1.

b)

©)

d)

©)

Iegge 5 ottobre 1991, n. 317.

Interventi perFinnovazione e lo sviluppo delle piccole imprese.

Capo 1l
FINAILITA’ ECAMPO DI APPLIC AZIONE

Art.1
(Fnalita della legge e definizione dipiccola impresa)

Ia presente legge ha la finaltda di promuovere lo sviuppo,
I'innovazione e la competitivita delle piccole imprese, co stituite
anche in forma cooperativa,con particolare riguardo:

alla diffusione ed allo sviuppo delle nuove tecnologie;

allo sviluppo ed allattivita di consorzi e di societa consortili tra
piccole imprese nonché diconsorzi, delle societa consortili e delle
cooperative di garanzia collettiva fidi costituiti da piccole impre se
industriali artigiane, commercialie diservizi

alla diffusibne di nuove strutture e strumenti finanzian per
I'innovazione e lo sviluppo delle piccole imprese;

alla creazione, allo sviluppo ed allammodemamento delle piccole
mprese localizzate nelle aree colpite da crisidisettoriindustriali(...);
aglimvestimentidelle piccole imprese mnovative.

2. Aifinidella presente legge siconsidera:

a)

b)

piccola impresa industriale quella avente non pmi di... dipendentie
....$ dicapitale nvestito, al netto di ammortamenti e rvalutazo ni
mone tare;

piccola impresa commerciale e piccola impresa di servizi.. quella
avente non pi1 di... dipendentie ..$ dicapitale mvestito, al ne tto
degliammortamentie rivalutazionimonetare.

3) Sono destinatarie delle agevolazionidicuiagliarticoli6,7,8 e 12:

a)

b)

le piccole imprese industriali o di servizi, costituite anche in forma
cooperativa o societara. Per inprese di servizi si intendono quelle
che operano neisettor deiservizi tecnici di studio, progettazione e
coordinamento diinfrastrutture ed impianti deiservizi diinformatic a,
diraccolta ed elaborazione dati

0 missis

4-6:0 missis
Art. 2-16: O missis
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1.

Capo IV
CONSORZI E SOCIEIA C ONSORIIITRA PIC C OIE IMPRESE
Art. 17
(Soggettibenefician)

I consorzi e le societa consortli costituiti anche m forma
cooperativa, fra piccole imprese industriali o tra tali imprese e
piccole imprese commerciali e di servizi, costituite anche in forma
cooperativa, aventilo scopo difomire servizi anche nellambito del
terziario avanzato, diretti a promuovere lo sviuppo, anche
tecnologico, e la razionalzzazione della produzione, dela
commercializzazione e della gestione delle imprese consorziate,
sono ammessia godere deibeneficidicuiagliarticoli20 e 24.

2-3: Omissis

1.

a)

b)
0

d)

©)

Art. 18
(Composizione deiconsorzie delle societa conso rti)

Iconsorzie le societa consortili di cui allart. 17 debbono essere
costituiti da almeno 5 imprese ed avere un fondo consortide o
capitale sociale non mferiore a ..$. Ia quota consortie so tto scntta
da ciascuna impresa non puo superare 120% delfondo consortie o
delcapitale sociale.

Non possono essere distrbuitiutilio avanzidiesercizio diognigenere
e sotto qualsiasi forma alle imprese consorziate, neppure in caso di
scioglmento del consorzio o della societa consortie. Thle divieto
deve risultare da espressa disposizone dello statuto.

Art.19
(Oggetto dellattivita)

Lattivita deiconsorzie delle societa consortili dicui allarticolo 17,
da svolgersinellinteresse delle imprese consorziate, puo riguardare:
Facquisto dibenistrumentalie 'acquisizione ditecnologie avanzate
dicuiall art.6;

Facquisto dimaterie prime e semilavorati

la creazione di una rete distnbutiva comune, Tacquisizione di
ordinativie 'immissione nelmercato deiprmodottideiconsorziati
Facquisizone, costruzione e gestione in comune di magazznio di
centriperiicommercio allingresso;

la promozione dell attivita divendita attraverso Iorganizzazione e la
partecipazione a manife stazioni fieristic he, lo svolgimento di azioni
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pubblicitarie, I'espletamento di studi e ricerche di mercato,
lapprontamento dicataloghie la predisposizione di qualsiasi altro
me zzo promozionale rite nuto idoneo;

f) l]a partecipazione neimercati nazionalied esteria gare ed appalti
indettida entipubblicie privati

g) lo svolgimento di programmi di ricerca scientifica, tecnologica, di
sperimentazione tecnica e di aggiomamento nel campo dele
tecniche gestional;

h) la prestazione diassistenza e diconsulenza tecnica;

i) Iassistenza e la consulenza perla progettazione,la realizzazione e la
gestione di sistemi ed impianti di depurazione e smaltimento
ecologico deiresidui delle lavorazioni degli inse diamenti pro duttivi
nonché Tlassistenza e consulenza per i problemi di impatto
ambientale de gliinse diame nti ste ssi;

j) Iassistenza e consulenza per 1 migloramento e 1 controllo della
qualita e la prestazione delle garanzie;

m) la creazione di marchi di qualita e i1 coordinamento della

produzione degliassociati

n) la gestione dicentri dielaborazione daticontabilio dialtr servizi in
comune;

o) I'assistenza e la consulenza fnanziarma;

p) Tacquisizione, costituzione e gestione diaree attrezzate;

q altre attivita che si colleghino alle miziative di cui alle lettere
precedenti

Art.20
(Contrbutiperisostegno deiconsorzdise rvizi)

1. Avalere sulfondo dicuiallart.43,comma 1, sono conce ssicontrbuti
in conto capitale aiconsorzied alle societa consortilidicuiallart. 17
perifinanzamento diprogrammivoltia promuovere le attivita dicui
allart.19. ...

2. Icontrbutiin conto capitale dicuial comma 1 sono concessied
ermgatidalla regione competente pertemitoro ...

Art 21
(Acceso aicontrbuti)

1. Peraccedere aicontrbutiin conto capitale dicuiallart 20 ic onsorzi
e le societa consortili interessati debbono presentare alla regione
competente per temtorio e , per conoscenza, al Miistero
dell'industria, del commercio e dellartigianato, un programma di
attivita, anche a carattere pluriennale,chiedendo 'ammissione agh
nterventi del fondo dicuiallart.43, comma 1. l pogramma deve
indicare:
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a)

b)

la descrzione delliniziativa, specificando 1 carattere degl
mvestimenti m beni materali o Immateriali e gli obiettivi che si
intendono conseguire;

le modalita ed itempidire alizza zio ne;

la spesa complessiva e la sua eventuale articolazione temporale.

O m issis

4. Ie regioni entro i sessanta giomi successivi al termine ultimo di

presentazione delle domande pericontrbutidicuiallarticolo 20,
che ¢ fissato annualmente dal Ministro dell Industria, delCommercio
e dell Artigianato, provvedono allistruttoria delle stesse e, entro i
medesino termine, trasmettono al Ministero dellIndustna...,
unitamente ad un progetto-programma di sviuppo di miziative
consortii nel termtorio, la documentazione relativa alle domande
istruite comedata del propro motivato parere. Thle progetto-
programma regionale deve indicare gli mvestimenti previsti i
finanziamentirichiestiagli enti pubblici, gli stanziamentia carco del
bilancio regionale e queli che, sulla base delle domande
presentate, vengono ric hiestial Ministero de I’ Ind ustria .

Entro i1 sessanta giomi successivi al termme di cui al comma 3, i1
Ministro dellIndustda... approva le rchieste di finanziamento
avanzate dalle regionie provvede alrparto tra esse delle somme di
cuiallart.22, comma 6, nella misura necessara alla concessione dei
contrbutidicuialmedesimo comma 3 delpresente articolo.
Qualora la regione non provveda a tuttigliadempimenti dicuial
comma 3 nei termini ivi previsti listruttoria dele domande di
contrlbuto ¢ compiuta dal Ministero dellIndustrda..., ed i contrbuti
sono concessied erogatidal Ministro de Il Ind ustria ...

Ie regionidevono presentare, entro 131 gennaio diciascun anno, al
Ministero dellIndustria, una documentazione dettaglata cica
I'utilizzo delle disponibiita dicuialcomma 4.

7-8: Omissis

1.

Art.22
(Ammontare delcontrbuto e liquidazione)

Il contrlbuto in conto capitale dicui allart.20 ¢ concesso, entro i
limite di...$ annuiperciascun soggetto beneficiario, e pernon piu di
...$ In un triennio, nella misura massima del30% delle spese so ste nute
perla realizzazione delprogramma.

.Periconsorwrzie le societa consortiliubicatineitemitor... talianicolpiti

da fenomenidideclno mdustrale, ..., 1 contrlbuto &€ concesso, entro
llmite di..$ n un trennio, nella misura massima del50% delle spese
sostenute perla realizzazione delprogramma.

. Omissis
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4. 1 contrbuto puo essere richiesto contestualmente al finanziamento
dicuiallart. 24. In talcaso la domanda dicontrnbuto & inoltrata alla
regione competente pertemtorio dall'istituto fnanziatore.

5-6: Omissis

Art.23: Omissis
Art.24
(Fnanziamentiagevolatd

1. Per la promozione delle attivita di cui allart 19 possono essere
concessidagliistitutied aziende dicredito ... fmnanziamentiagevolati
diimporto non superore a ..$ e didurata non superore aidiecianni
.., le agevolazioni previste dal presente articolo possono essere
estese anche alla fase diorganizzazione e diavvio deiconsorzi o
delle societa consortili

2. I contrbuti in conto capiale previsti dallart. 22 ed i finanziamenti
agevolatidicuialpresente articolo non possono comple ssivamente
superare il 60% delle spese previste dai programmi di attivita dicui
allart.19. I limite & elevato alf80% per itermrtor ... talianicolpiti da
fenomenidideclino industrale,...

3. Gli istituti e le aziende dicredito dicui al comma 1, dopo aver
delberato ifnanziamentied in attesa che glistessivengano erogati,
possono effettuare operazioni di prefinanziamento ad un tasso di
interesse agevolato ... a condizione che i consorzio o la societa
consortile impieghino mezzipopriperun ammontare para...$

Art. 25-26: Omissis

Art. 27
(Societa consortii miste )

1. Possono beneficiare delle agevolazioni previste dal presente
articolo le societa consortii a capitale misto pubblico e privato
aventi come scopo statutaro la prestazione di servizi per
I'innovazione tecnologica, gestionale ed organizzativa alle piccole
mprese mdustrali commerciali diservizied alle imprese artigiane di
produzione dibenie servizi

2. 1e societa consortiidicuialcomma 1 debbono essere costituite da
mprese ed enti m numerw non inferore a cinque, ed avere un
capitale sociale non inferiore a ... $ ..., possono partecipare ad esse
universita, Centro Nazionale di Rcerca e Camere di commercio,
ndustria ed artigianato ed agrcoltura, istituti ed aziende dicredito,
altientipubblicianche temtorali societa finanziarie promosse dalle
regioni enti privati operantineisettori della ricerca, della finanza e
del credito, nonché associazioni sindacali di categorna tra
imprenditon.
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3. Omissis

Ie quote ed azionidelcapitale sociale sottoscritte comple ssivamente
dalle inprese artigiane e dalle piccole imprese dicuial comma 1
devono essere superioni alla meta delfammontare del capitale
sociale ed il numero di tali imprese non puo essere inferore al
numer deglialtisoggettipartecipantialla societa consortie.

5-6: Omissis

Ie attivita delle societa consortli dicui al comma 1 da svolgere ad
esclusivo vantaggio delle piccole imprese dicuial medesimo comma
1 possono riguardare:

a) la ncerca tecnologica, la progettazione, la spernmentazione,
Facquisizone di conoscenze e la prestazione di assistenza tecnica,
organizzativa e dimercato connessa alprogresso ed al rinnovamento
tecnologico, nonché la consulenza ed assistenza alla dive rsific a zio ne
diidonee gamme diprodottie delle loro prospettive dimercato, con
particolare riguardo alreperimento, alla diffusione ed all applic azione
diinnovazionitecnologiche;

b) la consulenza e lassistenza per la nascita di nuove attivita
imprenditorialie perilloro consolidamento;

c) la formazione professionale finalizzata allintroduzione di nuove
tecnologie e metodi per il migloramento della qualita sulla base di
apposite convenzionicon la regione competente pertemitoro;

d) T'acquisizone e progettazione di aree attrezzate per insediamenti
produttivi ivi compresa Iazione promozionale per 'insediamento di
attivita produttive in dette aree, la progettazione e la realizzazione
delle opere diutbanizzazione e deiservizi nonché lattrezzatura deglh
spazipubblicidestinatiad attivita c olle ttive;

e)la vendita e la concessione alle inprese dilottiin aree attre zzate;

f) la costruzione n aree attrezzate difabbrcati impianti laborator per
attivith mdustrialie artigianali depositie magazzini

g) la vendita, la locazione, la locazione fnanziara alle mprese di
fabbricatie degliimpiantiin aree attrezzate;

h) la costruzione e la gestione diimpiantididepurazione degli sc aric hi
deglinse diamentiproduttivi

) 1 recuperm degli immobii industriali preesistenti per la lor
de stinazione a finiproduttivi

) 'esercizio e la gestione di impianti di produzione combmata e di
distbuzione di energia elettica e di calbre in regime di
autoprmduzione;

m) Facquisto o la vendita dienergia elettrica da e a terzida destinare
alla copertura ntegrativa deifabbiso gnic onso rtili

8. Per le attivita di cui al comma 7 possono essere concessi alle
societa consortlidicuialcomma 1,icontrbutidicuiallart. 22, entro i
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limite di ..$ annui e per non pii di ... $ n un trennio, nella misura
massima del50% delle spese rite nute ammissibili

9-12: o missis

13. I contrbuti di cui al presente articolo possono cumularsi con le
agevolazioni finanziarie disposte da altre leggi nazionali regionali e
delle province autonome.., purché non vengano superati
complessivamente i lmiti massimi di intervento nelle spese di
mnvestimento previstidalle stesse leggi

14. Omissis

Art. 28
(Revoca delle agevolazioni

1. Ia revoca delle agevolazioni di cui agl artt. 20 e 27 & disposta
qualora i programmi incentivati non siano stati attuati entro tre anni
dalla data deldecreto diconcessione dellagevolazione.

2-3: Omissis

Capo V
CONSORZIDI GARANZIA COIIEITIVA FIDI

Art. 29
(Consorzidigaranzia collettiva fidi)

1. Ai fini deFammissione ai benefici di cui allart. 31, si considerano
consorzie cooperative digaranzia collettiva fidiiconsorzi le societa
consortili e le cooperative di cui allart.30 che abbiano come scopi
sociali:

a) lattivita di prestazione di garanzie collettive per favorre la
concessione difnanziamentida parte diaziende ed istitutidicredito, di
societa di locazione finanziara, di societa di cessione di crediti di
mprese e dientiparabancaralle piccole imprese associate;

b) Tattivita di nformazione, diconsulenza e diassistenza alle impre se
consorziate per i1 repermento ed i1 miglore wutilizzo delle fonti
finanziarie, nonché le prestazioni di servizi per il migloramento della
gestione finanziara delle stesse mprese. A tale attivita, m quanto
connessa e complementare a quella di prestazione di garanzie
collettive, si applicano le disposizoni trbutare specificatamente
previste da quest'ultima.

2. Omissis

Art. 30
(Ammissione alle agevolazionistatal)
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1. Ie cooperative, i consorzi e le societa consortli anche in forma
cooperativa, che svolgono le attivita dicuiallart. 29, sono ammessi a
beneficiare dellintervento dello Stato previsto dalle disposizioni del
presente Capo se costituiti da almeno 50 piccole imprese mndustrali
artigiane,commercialie diservizi. ...

Art. 31
(Modalta de'intervento statale)

1. Ifondidi garanzia monetar costituti da consorzi societa consortilio
cooperative dicui allarticolo 30 possono essere reintegrati nel limite
massimo parial30% delle perdite subite nelcorso diciascun esercizio in
conseguenza degliinterventidigaranzia, a condizione c he questiultimi
siano stati assunti per un importo massimo non superiore al 50% del
finanziamento utilizzato dalle immprese....

Art. 32
(Concessione dicontrbuti)

l.Icontrbutidicuiallarticolo 31 sono concessidal Mnistro del TR soro,
che stabilisce, con propridecreti ilimitie le modalta dell intervento
dello Stato wiprevisto,...

Art. 33
(Contrbutia fondiinte rc onso rtili...)

1.Iconsorzi le societa consortilie le cooperative digaranzia collettiva
fididicuiagliarticoli29 e 30, che concomono alla costituzione difondi
nterconsortii di secondo grado a carattere nazionale volti a
convalidare la capacita operativa dei consorzi stessi attraverso
lattenuazione dei rischi incontrati nellambito della propra attivita
istituzionale, possono beneficiare,..., del contrbuto dello Stato nella
misura massima del 50% delle quote apportate al fondo da ciascun
consorzio, societa consortle o cooperativa fino ad un massimo di
Lt...annui ...
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