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1 Introduction
The global automotive manufacturing industry is one of the largest manufacturing
sectors in the world and it is changing at a rapid pace. Being proactive and
understanding the dynamics of this sector is necessary to take advantage of the
opportunities that it can offer. This is of vital importance towards the economic
development of a country particularly considering that in the past the automotive
industry was a key activity of advanced industrial nations, but nowadays this industry
is now investing significantly in the emerging economies, especially Asia and Eastern
Europe.
In the framework of the existing collaboration between the Polytechnic University of
Turin and the Office of International Coordination within the Department of the
Premier and Cabinet (assisted by the Office of Manufacturing at DMITRE) an analysis
about the strategic importance of the automotive sector to South Australia and
Piedmont is done. The goal of this report is to compare the experiences of the two
regions and to identify opportunities for cooperation between their automotive
industrial districts.
The report begins explaining the history of the clustering theory and the models
developed by key economists. The potential of this powerful development tool is
illustrated and attention is brought to the case study of the Italian cluster model that
represents one of the most successful applications of the clustering strategy. The
Italian cluster model is an example that highlights the important role that Small and
Medium Enterprises (henceforth SMEs) cover for the economic development of a
country and how investing in the big automotive industry can be beneficial to the
establishment of a network of small–medium companies that constitute its district and
that generates, beside occupation, important investments about innovation involving
local research centres. In fact, a distinctive feature of the Italian companies is that they
are characterized by a strong interdependence of their productive cycles and are
strongly integrated within the social-economic environment that hosts them and as a
result of the cluster they became independent from the large companies they supply
to.
In order to find opportunities of cooperation, a comparison is made between the
automotive industries in South Australia and Piedmont. A group of companies of the
two regions was shortlisted and a survey was developed with a dual purpose, the first
being to study the experiences of the two regions and the second being to find key
points of contact in order to build linkages between them. This bridge offers the
opportunity for both regions to lead the development of a “global market labour”,
where the demand and availability of skilled people, ideas and patents from
companies and universities/centres of research can be matched. The study provided
important findings that will be presented in the last chapter of this report.
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1 Cluster history and key models
1.1

History

Until the 1970’s, industrial culture and the relative socio-economy were based on the
principles of Fordism 1 . Fordism was a manufacturing philosophy that aimed to
achieve higher productivity by standardizing output, using conveyor assembly lines,
and dividing the work into small and unskilled tasks. It took its name from its famous
proponent, the American automobile pioneer Henry Ford (1863-1947). Taylorism (on
which Fordism is based) sought machine and worker efficiency whereas Fordism
sought to combine them as one unit and emphasize minimization of cost instead of
maximization of profit.
The principles at the base of the Fordism were:
-

Companies vertically integrated
Companies concentrate on mass production
Products standardized and produced in large quantities
Production characterized by unskilled labour
Production divided into easy and repetitive tasks

The crisis of Fordism became apparent in the late 60’s and in the 70’s it reached
breaking point. The so-called Post Fordism period was the result.
When the term Post Fordism was developed society was changing. In Western
capitalist societies, welfare gave people the possibilities to travel and to consume and
there was a certain standard of living. Society started to have new priorities, a new
awareness towards the ecological environment and towards making money and
producing large quantity of goods was no longer the focus in the post war years. In
addition the work in the factories was not very attractive for the workers and the
production process was quite mind-numbing for them. For all these reasons the
economy was not growing as much as in the first years after the Second World War
and there was some criticism on the production methods which characterised the
period of Fordism.
During this period, the most developed countries in the market of durable goods
reached saturation point (automobiles, electrical appliances) and the demand went
down due to substituted goods. So the Fordism principle of potential indefinite growth
of the production volume fell into crisis and the belief formed on the base of the scale
economy that more was the production volume less would be the industrial costs with
the consequence of generating new demand. Competitiveness between the United
States, Europe and Japan therefore levelled out. The search for economies of scale
induced internationalisation of productive processes and of the markets between
developed countries. Price increases for primary commodities imported from the
south (particularly oil) encouraged the competition for exports at the start of the
1

(http://www.businessdictionary.com/definition/Fordism.html#ixzz1y8tc9jP0)

6

1970s. Due the oil stock-out, the idea of the infinite availability of input of the
productive system and of their prices (that were constantly decreasing as a result of
the increase of the production volume) got in crisis.
On the one hand mass production fell into crisis when at the threshold of the market
new companies started producing products characterized by a high capacity of
technology. On the other hand, customers became more demanding and wanted more
diversified goods.
Post Fordism is characterized by the application of production methods, considered to
be more flexible than those of the Fordism era. The period is also called the age of
Flexibility.
Diversity is a main component in Post Fordism. The Post Fordism way of thinking is
based on the fact that it is important that factories are making more than only one
product. Another important issue of Post Fordism was Integration. In fact workers
were situated at more places in the production line and were able to produce more
products. By doing this they worked harder and had more job satisfaction because
they felt more integrated in the production process and identified themselves more
with the end product.
Dispersal was also a new element and different locations were used during the
production process. Parts of the production process were displaced to the periphery
while overseas investment in cheap labour markets became more and more popular
and there was a growth in less labour-intensive high technological industries.
Nevertheless the management and the knowledge stayed in the Western countries.
Moreover teamwork became more important and a new phenomenon (might want to
call it a ‘trend’ instead) Just In Time (JIT), was introduced. The principle of JIT is to
minimize inventory at each stage of the production process. The JIT principle requires
that parts arrive "just in time" for their use in the production process.
As a result of the new process, communication and infrastructure needed to be perfect.
The outcome was that workers and managers were able to work more closely with
each other and not through the traditional, hierarchical and compartmentalised Fordist
way.
Flexible specialisation became even more important in the 1970’s. In this scenario,
the institutional context became fundamental to company operations and so the focus
moved to the interaction between the companies and the local social environment. A
consequence to this was that a labour division emerged in the interaction among the
companies that belonged to the same geographic area. It was during these years that
the first studies were conducted about the relationships between companies and
territories that host them and that were later identified with the industrial clusters.

1.2

Cluster Concept

The terms “clusters” and “industrial districts” are often used interchangeably although
they actually cover two distinct concepts. The concept of industrial districts stems
7

from Marshall’s work (1890), where the author argued that the dynamic of firm
geographical concentration leads to growth and organisational developments enabling
firms to reap external scale economies and the ‘Marshall’ industrial district model
emphasises the benefits deriving from economic and business linkages.
Marshall is usually cited in literature as the first to acknowledge the connection
between economic productivity of firms and business results with the location and
proximity of economic actors. Marshall used the term industrial districts to describe
the tendency of competitive firms in similar industries to locate in the same
geographical area and the advantages of this organization. This form of cluster is
different from the concept of urban agglomerations, which includes companies from
different fields located in the same urban area, because companies are performing
similar or interconnected activities. Moreover Marshall noticed that the productions
were not located equally across the country, but had a tendency to be located in a
relatively small number of cities and that those producers who were not located in
these cities did not perform as well as those that were. So instead of focusing on the
individual location of firms relative to other factors as the traditional location
economists had, he changed research focus towards the direct benefits of co-location
of firms and his model does not take into account the social relations between cluster
members.
Marshall identified three overall sources which were fostering spatial cluster
formation through increasing returns to scale in the long run that were caused by
economies of specialisation: and
1. Knowledge spill-over - Knowledge is generally believed to flow more easily
between local players than over longer distances. This influences the local
inter-firm cooperation.
2. Labour pooling - Labour pooling benefits present and attracting new firms to
a certain geographical area. Pooling of labour is generally argued to have two
types of advantages: Knowledge transfer and improvement of industry skills.
3. Cost advantages - The extended division of labour benefits the level of
specialization and leads to increased inter-firm cooperation with extensive
activity links and resource ties. Enhanced cooperation through sharing
resources might lead to sharing the cost of innovation.
It was with the study conducted by Michael E. Porter regarding the competitive
advantages of nations where the cluster concept became a subject of intense research
studies and economic analysis. Porter broadened the theories based on Marshall’s
localisation economies and described the cluster as an economic phenomenon that is
placed in a competitive environment in which many businesses simultaneously
compete and collaborate to gain different economic advantages.
Porter redefined the cluster concept in a new analysis, concentrating on the type of
relationships that exists between cluster members, “a geographically proximate group
of inter-connected companies and associated institutions in a particular field, linked
by commonalities and complementarities”, and defining its boundaries that can “range
from a single city or state to a country or even a group of neighbouring countries”.

8

The latter description extends to the concept outside a limited region and encompasses
different types of actors with different goals and motivation, including suppliers,
customers and also governmental and other public institutions such as universities,
colleges and centres of research.
So Porter’s analysis adds the process of innovation to the economic relations and flow
of goods that takes place inside the cluster through the transfer of information, knowhow and experience.
After Porter, Morosini gives another important definition of clusters by describing it
as a socioeconomic entity characterized by a social community of people and a
population of economic agents localized in close proximity in a specific geographic
region (Morosini, 2004).
On the basis of the given descriptions, it is possible to describe the concept of clusters
as a form of association characterised by:
•
•
•
•
•
•
•

1.2.1

regional economic activity located at all levels: community, geographic area,
global;
it is limited to a specific industry;
includes both vertical links as supplier-manufacturer-dealer-customer chain or
horizontal production links as in sectors of the same industry;
companies have identical or interrelated business areas;
firms are in competition but through specialisation contribute to the cluster
development;
firm proximity generates social and trust relations;
a common infrastructure used in innovation by rapid transfer of knowledge
and because of the support offered by universities and research centres.
Cluster Cooperation

It is possible to identify four main categories of players that are vital and usually
needed to start a cluster initiative and this includes:
•
•
•
•

Companies
Governments
Financial Institutions
Centres of Research

In addition to this, players have an important role where they formally or informally
promote interest in the cluster initiative amongst players involved. The term for this
description is called Institutions for Collaboration (IFCs):
•
•
•
•
•
•

Chamber of Commerce
Industry Associations
Professional Associations
Trade Unions
Technology Transfer Organizations
Quality Centres
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•

Think-Tanks

Connections amongst cluster players are characterised by simultaneous competition
and cooperation. Competition is the first market element also in clusters, as it delivers
important drivers for improving corporate performance and innovation. Competition
reduces prices, improves quality, enhances reliability as well as search for new
products and markets, and boosts innovation. At the same time, a relevant connection
amongst cluster players is cooperation in order to attract fresh resources and services
that would not otherwise be available to isolated participants and through cooperation
firms achieve economies of scale and scope. Trust and recognition are central to
cluster operation quality in terms of information exchange and knowledge flows. In
this context trust lies in sharing a vision and belief in mutually fruitful relations.
Clusters are not temporary solutions for all problems, but they provide a sense of
direction and inner stability over time. Their structure is however not rigid or static,
and experience shows they actually undergo different developmental stages.

1.3

Cluster Models

1.3.1

Porter’s Diamond

Figure 1 Porter's Diamond

Professor Michael Porter developed his diamond economical model in his book “The
Competitive Advantage of Nations”, where he published his theory of why particular
industries become competitive in particular locations and how economic development
is based on availability and abundance of production factors.
Porter proposed his Diamond Model as an analytical tool to capture the quality of
business environment in a given location or cluster. The factors described in the
Porter thesis interact with each other to create conditions where innovation and
improved competitiveness occur and include:
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•

•
•

•

•

•

Factor conditions: are human resources, physical infrastructures, knowledge
resources, capital resources and infrastructure, administrative infrastructures,
information infrastructures. Specialized resources are often specific for an
industry and important for its competitiveness. Specific resources can be
created to compensate for factor disadvantages.
Demand conditions: a core of sophisticated and demanding local customers;
unusual local demand in specialized segments that can be served nationally
and globally; customer needs that anticipated those elsewhere.
Related and supporting industries: can produce inputs which are important for
innovation and internationalization. These industries provide cost-effective
inputs, but they also participate in the upgrading process, thus stimulating
other companies in the chain to innovate.
Context for firm strategy and rivalry: constitute the fourth determinant of
competitiveness. The way in which companies are created, set goals and are
managed is important for success. But the presence of intense rivalry in the
home base is also important; it creates pressure to innovate in order to upgrade
competitiveness.
Government: can influence each of the above four determinants of
competitiveness. Clearly government can influence the supply conditions of
key production factors, demand conditions in the home market, and
competition between firms. Government interventions can occur at local,
regional, national or international level.
Chance: these events are occurrences that are outside of the control of a firm.
They are important because they create discontinuities in which some gain
competitive positions and some lose.

In Porter’s vision, another important factor for cluster development is the innovation
and the continuous exchange of information by:
• direct transfers based on technology or acquisition;
• indirect transfers through workforce migration or by analysis and observation
of the competition;
• indirect transfers through spin-off by supporting new businesses based on
ideas and technologies resulting from research.
1.3.2

Triple-Helix Model

Figure 2 Triple Helix Model
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Professor Henry Etzkowitz 2 , developed the Triple Helix Model in 2002 defining the
capitalisation and transfer of knowledge as based on close relationships between three
important factors for a cluster development:
•

•
•

Universities and research centres are involved in projects, financed by the
private sector, to deliver technology, knowledge and to innovate; new business
can be created using spin-off technology and financial support from private
companies;
Business environment involves higher education in research projects and
supports private entrepreneurship;
Government financed research; in the United States military research
facilitates the generation of economic clusters through outsourcing different
services to private companies; regional development initiatives and projects
which support the development of technology parks can represent the starting
point for future agglomerations that can lead to a cluster.

The Triple Helix Model is a spiral model of innovation that captures multiple
reciprocal relationships at different points in the process of knowledge capitalisation.
The first dimension of the Triple Helix Model is the internal transformation in each of
the components, such as the development of lateral ties among companies through
strategic alliances or an assumption of an economic development mission by
universities. The second is the influence of one helix upon another.
Among the components there is a relationship between academia-industrygovernments where each component is independent of the other but overlap in terms
of innovation and knowledge transfer. Also, each component has an equal role and
takes over the leading role as an innovation generator. This model differs from models
where each factor is independent of the other three without a clear relationship
between them or from models where education and research is part of a larger public
system managed by the state.
1.3.3

Malmberg’s Model

Andres Malmberg 3 developed his model on the basis of specific characteristics of
urban areas and clusters. In particular he describes four different agglomerations,
which highlights the conceptual differences between the clusters and the other three
main models.

2

Professor Henry Etzkowitz, Senior Researcher, H-STAR Institute, Stanford University and Visiting
Professor at School of Management, Birkbeck, London University and Edinburgh University Business
School, UK.
3
Anders Malmberg is Professor of Economic Geography since 1999, Director of the Centre for
Research on Innovation and Industrial Dynamics (CIND) since 2003, and Dean of the Faculty of Social
Science at Uppsala University since 2008.
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Figure 3 Malberg’s model

As a type of economic agglomeration, clusters are formed by firms that conduct
activities in the same field and where innovation is an important force that fuels
competition and the firms’ development.
1.3.4

Markusen’s Models

Based on the role of different cluster members and the interaction between them, Ann
Markusen 4 defined four cluster models.

Figure 4 Marshallian clusters model

Markusen compares her models of modern clusters with the Marshal model where the
cluster is rather homogenous, comprising small firms that collaborate with each other,
are in direct competition or in a supplier-producer relationship. In this model, none of
the firms have the size and the force to directly control the cluster and only the
common market and the cluster dynamic defines its shape and development.

4

Ann Markusen is professor of regional economics and planning; industrial organization;
economic development at University of Minnesota.
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Figure 5 Hub-and-Spoke cluster model

In a hub-and-spoke cluster, there are few dominant firms that represent the core of the
cluster and are surrounded by numerous small firms that are linked directly to them.
The majority of cluster firms represent suppliers of raw materials, of external services
or are specialized in a particular phase of the hub production process. The small firms
trade directly with the large ones and depend on their client strategy. The hub firms
define the relationship inside the cluster and its dynamics. Clear examples of hub-andspoke clusters are found in the automotive industry, like the Detroit Auto Cluster that
concentrates around the “Big Three” automotive manufacturers.

Figure 6 Satellite Platform cluster model

In a satellite platform cluster, a group of branch facilities of externally based multiplant firms, are located in a particular geographic region in order to benefit from
governmental facilities or low costs with supplies and workforce. A particular
characteristic of the satellite platform is that there are no relations between satellite
firms and they are entirely controlled by the parent firm in the remote location.
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Figure 7 State Anchored/State centered cluster model

The last category, the state centred or state anchored cluster, is defined around a
public, governmental or non-profit organization that dominates the region and the
economic relation between cluster members. This entity is surrounded by numerous
small firms that benefit from public and private contracts. The state centred type can
be compared to a hub-and- spoke cluster in which there is one dominant key player
that is not controlled by the private sector.

1.4

Lifecycle of Clusters

Each cluster is unique in regards to its social and cultural environment, company
activity field, objectives and factors. Clusters develop over time; they are not a trend
that just appears or disappears overnight (Ketels, 2003) and clusters do not magically
appear in random areas or in regions that theoretically provide the best conditions.
Clusters are initiated in regions where they have previously existed, where a number
of companies grouped and have developed economic links for collaboration or
competition; also the cluster initiative belongs to a market player, a "clusterpreneur"
(Solvell, 2003) which has a major influence on it, can support the initiative and can
attract other members; in over 60% of cases the clusterpreneur is the Government that
by observing the natural clustering behaviour of existing businesses may initiate
autonomous or public-private projects as technology parks; in other cases, private
initiatives are started by multinational companies that see expansion opportunities in
the region.

Figure 8 Cluster lifecycle
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The lifecycle of clusters includes events such as establishment, growth, decline and
closure, which is representative for most business processes and is also available for
cluster models, as per figure 4 and as described below:
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•

The start or initiation of the cluster is generated by achieving a minimum
threshold of firms operating in a region in the same field or related fields; this
agglomeration may take place due to social or economic conditions that foster
business development in that area or due to the presence of a catalyst which
has seen or generated an opportunity for development; this first step is
associated with an event, such as the discovery of gold or oil in California or is
associated with the vision of an entrepreneur who had a business idea and in
time it has created a local market that has evolved into a cluster; such
examples include the creation of the textile cluster in Dalton, Georgia
(Krugman, 1991) or the automotive winter testing industry in Arjeplog,
Sweden.

•

Clusters grow through the attraction or generation of new businesses or
building relationships between existing ones; influence factors affect the
cluster model lifecycle and describe distinct patterns of evolution that cannot
be applied generically to any type of cluster; lifecycles can be so specific that
same cluster types who benefited from the same original conditions, like
Silicon Valley and Boston Route 128, have completely different development
paths, mostly because of influence factors.

•

The point of maturity or stability is reached when the upper limits of
development is reached through stabilised demand, by exceeding the
maximum availability point for a resource or by delaying the emergence of
new technologies.

•

Cluster renaissance describes a time when the cluster resumes development or
returns to previous size; the trigger may be caused by the introduction of
technological innovation, rethinking strategies for identification and entry into
new markets or by attracting new companies to support this new development.

•

Decline and possible dissolution of clusters is generated by relocating to better
cost- effective regions of large companies representing the cluster core, by
technology changes or by economic events that have major effects such as
wars or crises.

2 A case study: the Italian Cluster
Model and the Third Italy
2.1

Development of a new industrial model

Toward the end of the 1960s, the so-called Third Italy began in the Italian industry
scene. At that time, the traditionally rich and more developed Northern Italy (also
called First Italy) was facing deep crisis whilst a small amount of economic progress
was unexpectedly appearing in the South (also called Second Italy).
What occurred was that in certain regions of Northern Italy (Tuscany, Piedmont and
Lombardy for example), where large private and public-sector companies in capitalintensive and/or high-tech industries were showing clear signs of weakness, there was
an inadvertent boom of small manufacturing businesses, which produced increases in
local income, jobs and exports. In particular it seemed that those groups of firms
clustered together in specific regions were able to grow rapidly, developing niches in
export markets and offering new employment opportunities. In addition the small
companies included in these clusters were equipped at a technical level as well as
their large competitors. These two observations were absolutely new and not accepted
for those who believed in the dominant economic theories. As a result, for several
years the scientific and political communities dismissed these businesses as precarious
and marginal. They were considered as a threat for those regions that were in the
middle between industrially advanced countries with their wealth of capital,
manufacturing infrastructures and technical expertise, and underdeveloped countries
with much lower labour costs.
Despite these views, the phenomena described above continued, developing a new
characteristic: the new companies were not being created inside the industrial cities
and across the full range of industrial sectors. Instead, the rapid growth of the Third
Italy, and in particular the rapid growth of SME-based industries, was associated with
the concentration of firms in particular sectors and localities that, in most cases,
should not have been attractive according to the theories of industrial location
prevalent at that time. In fact those areas often had insufficient infrastructure or were
not easily accessible. On the other hand, the industrial economist considered the
sectors were clusters based on their business (textiles, garments, footwear and leather
goods, wood furniture, etc.) and were considered as mature, lacking in growth
opportunities and their business formation (small companies, primarily family owned)
were considered obsolete.
As an example in a traditional industry, such as shoes, clusters of SMEs were able to
expand production and exports in the 1970s and 1980s at a time when large
enterprises in Britain and Germany were in decline. This was also possible because
clusters seemed to have the capacity to innovate their production.
The apparent vitality of SME clusters in Italy led to considerable interest on the basis
of their success. The concept of industrial clusters was used to capture the success of
17

agglomerations of small firms in these areas of this country. This Italian experience
gave impetus to research on industrial clusters in a number of advanced country
regions. From this international debate the following have emerged as the main
attributes of industrial clusters:
•
•
•
•
•
•
•

2.2

geographical proximity of SMEs
sectoral specialisation
predominance of small and medium sized firms
close inter-firm collaboration
inter-firm competition based on innovation
a socio-cultural identity which facilitates trust
active self-help organizations, and supportive regional and municipal
government.

Definition of SMEs

Small and medium enterprises (SMEs) are companies whose headcount falls below
certain limits.
In this report, companies with 0 to 250 employees are referred to as SME’s.
Companies up to 19 employees are referred to as “small companies” and companies
with 20 to 250 employees are referred to as “medium companies”.
The abbreviation "SME" is used commonly in the European Union and in
international organisations, such as the World Bank, the United Nations, and
the WTO. The term "small and medium businesses" or "SMEs" are predominantly
used in the USA.
Despite their size, as shown in this paper, SMEs are often said to be responsible for
driving innovation and competition in many economic sectors.

2.3

Italian industrial clusters

The Italian industrial system is based on the small medium-sized companies; there are
4,338,766 companies (2009 est.) and 4,335,448 of these are SME’s with an average
size of seven employees and they represent the 99.9% of all business trades in Italy.
They employ 13,494,473 people representing 81.4% of all workers’ in Italy. SME’s in
Italy contribute to the generation of $763 billion added value that corresponds at
72.4% of the total added value.
According to the ISTAT data (2009), only 3,318 companies (0.08% of the total) have
more than 250 employees, while companies with less than 50 employees (almost 4.33
million companies) represent the 99.4%. The industrial clusters particularly employs
25.4% of Italy total labour workforce (4,929,721 people). From 2002 to 2008, Italian
SMEs created more occupation than the large enterprises. In fact in relation to SMEs,
employment increased by 1.9% annually, while in large firms it only increased
annually by 0.8%.
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Italian industrial clusters are very important and interesting, not only for the economic
success they have achieved and the economic changes they now have to confront, but
mainly for the interaction within the local region they are part of.
Two-thirds of Italian manufacturing workers are in firms with fewer than 100
employees, compared to 37% in the United States and 31% in Germany. Italy has
more SMEs than any other country in Europe—it has 50% more than Germany, the
next largest.
The Italian cluster experience is considered a point of reference for local
development, due to its efficiency in terms of labour creation and new market
openings.
In 2001 ISTAT identified 156 clusters across Italy as shown in the table below.
Geographic Area

Clusters

%

North-West

39

25.0

North-East

42

26.9

Centre

49

31.4

South and Islands

26

16.7

Italy

156

100.0

Figure 9 Distribution of clusters in the Italian Territory

As notable on the table and map above, with 49 clusters altogether, central Italy is the
geographic area with the highest concentration of industrial clusters, whilst the North-
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West, known as the most historic industrial area of the country and so far dominated
by the biggest companies, has 39 clusters. The South and Islands represent the area
with emerging clusters.
The industrial clusters are dispersed across 17 regions (except for Valle d’Aosta,
Liguria and Calabria). The regions with the largest number of clusters are the district
regions of Lombardia and Marche, both with 27 clusters (17.3% of the Italian total).
Veneto with 22 (14.1%), Tuscany with 15 (9.6%) and Emilia-Romagna with 13
(8.3%) came next while Lazio, Molise and Sicily are the regions where the district
model is less developed. Piedmont, as the historical region for the automotive cluster,
has 12 clusters that represent 7.7% of the Italian total.
2.3.1

Key sectors within industrial clusters

Key sectors that form the industrial clusters include: textiles and clothing, mechanical,
furniture, leather industry and footwear, food, gold and musical instruments. These
sectors characterize 148 clusters (94.8% of the total); the other eight clusters are
composed by industries for the production of paper, gum and plastic.
Key clusters of importance in Italy particularly include the textile-clothing (28.8% of
the total), mechanical (24.4%), furniture (20.5%) and leather and footwear (12.8%).
A survey of the Observatory of Industrial Districts explained that for 2011 an
increasing share of the companies forecasted an increase in turnover (24%) with
respect to the companies predicting a decrease (7%).
In the last quarter of 2010, the export of the clusters increased by 19.3% against the
same quarter in 2009 (11.8% increase all year 2010/2009). Exports of the clusters
continue to grow in 2011 – by 5.2% in the first two months compared to the same
period in 2010. Growth has been especially strong within mechanic industries. 10 of
the top 20 export growth clusters belong to this sector. The industrial machinery
District in Treviso may boast a +57.1% increase in exports in 2010. The fashion
industry is also doing well. Seven out of the top 20 exporters are fashion clusters. The
Santa Croce sull’Arno accomplished +31% in exports last year. Also the shoe
industry (Fermo, Bernta, Montebelluna), clothes (Empoli and Shio) as well as foulard
and ties (Como) performed very well.
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Figure 10 Key sectors within the Italian clusters

2.3.2

The National Observatory of Industrial Districts

The National Observatory of Italian Industrial Districts was founded in 2009 in order
to guarantee the collection of reliable and homogenous data related to the Italian
reality of industrial clusters. The Observatory monitors 101 industrial clusters and
analyses their development. In particular the Observatory studies trends that
characterise the evolution and the transformation of the clusters and proposes policies
to support them.
The Observatory has defined a new classification of the industrial clusters:
1. The Dynamic clusters: the district provides efficient governance, the cooperation
between the companies is strong and their productive cycles are interdependent. All of
these factors promote the presence of a know-how flow and the leading companies are
represented as a laboratory of innovation and they influence the other companies.
2. Mature clusters: the clusters are strongly connected with the territory/region, but it
lacks efficient governance and the cooperation between the companies is spontaneous
and not organised.
3. Vulnerable clusters: the clusters lack governance, they are not connected with the
territory/region and there is competition among the companies. Cooperation strategies
are absent and the companies operate separately.
4. Virtual clusters: the clusters are imposed by regional decrees but it actually
represents an industrial area.
The results of the analysis show that when the governance of a district is efficient, the
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district tends to go beyond the traditional concept of district mainly based on a
geographical and product based definition of the single district, forming networks
with other clusters.
The latest report of the Observatory (2010) shows that the average dimension of the
companies within the clusters tends to increase and that their legal forms evolve. The
companies with 10-49 employees make up 17.4% of the total companies within the
clusters compared to a national average of 4.7%.
After a very critical 2009, with poor average performances compared to 2008
(turnover - 18.9%, ROI 3.9%, ROE 0.9%), in 2010 (sample of 1500 companies) 34.3
have registered an average increase in turnover of 7.1% (compared to 4% in 2008).
However, 19.3% of the sample registered a decrease in turnover. Moreover, the period
2009-10 was characterized by a splitting of the performances between best companies
that registered an increase (or slightly decrease) in turnover and the poorest
performing companies that experienced downright collapses. This performance
splitting was found also among companies within the same district and among
different clusters of the same sectors. This difference, however, is much less
accentuated in the technological clusters.
2.3.3

Features of SME clusters in Italy

The most successful industrial clusters are characterized by:
•

An efficient governance

•

A propensity towards investments in innovation.

•

Synergies with universities and research centres

•

Presence of different leading companies coordinating the numerous value
chains.

•

An elevated autonomy of the sub supplying companies.

The development of a cluster depends on many different variables. The key factors
are market perspectives, availability of personal assets and favourable local conditions
(technical know-how, social cohesion, flexible labour force, etc.). The development of
a cluster of SMEs is a long-term process and it is facilitated by the formation of local
networks and common activities that lower entrance barriers and minimize the risk of
investment. When clusters mature, they need to consolidate and grow. Sophisticated
financial systems and appropriate policy development also becomes relevant at this
time.
The competitiveness of clusters is both static and dynamic. Competitiveness is static
due to its productive efficiency, which can ensure the realization of different products
at relatively low costs, due to the wide presence of subcontractors and component
suppliers. Product differentiation and excess of demand are also factors of the static
competitiveness. It is important to highlight the fact that in the clusters there are very
few hierarchical relationships, even if the companies are interdependent each other.
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The relationships among firms are in fact horizontal and each firm occupies a phase of
the production process without which the other firms would not be able to function;
this does not exclude the fact that there may be several firms dedicated to the same
production phase and that are in strong competition.
Moreover the division of the production process among many small firms allows them
to be highly specialized in complementary phases of production. An important
consequence of this is the low level of entrance barriers that therefore facilitates the
entry of new players. One of the key features of clusters that allow them to compete
on an international level is the collaboration present among firms at this phase and
other firms involved in the production process. The presence of many final firms
avoids having both too much concentration and a strict hierarchy.
The dynamic advantage of the cluster is related to technical know-how accumulation.
As mentioned previously, in a cluster there is a strong concentration of firms, human
resources, training institutions, physical and research infrastructure, all specialized in
the activities of the cluster, or in related ones. This concentration encourages the
building of relationships and interactions, favouring spontaneous mechanisms of
specialization, incremental innovation and enterprise creation, which make the
companies and the SME clusters increasingly competitive in terms of quality.
Clusters develop in very different ways depending on the context. One or a few key
firms may initially emerge in the cluster, expanding the market that benefits from it.
In particular, the promotion and diffusion of innovation occurs through enterprise
relationships and interaction. As an example, if a cluster is characterized by the
presence of a leading firm, its individual success can be a powerful stimulant for
innovation.
In other cases cooperatives and consortia of SMEs have been created, also with the
support of local institutions. Sometimes local institutions and associations do not have
a direct influence on business functions, but work as part of the external governance
system surrounding the firms, improving external economies and favouring inter-firm
cooperation. In some cases, especially in southern regions, this problem is not solved
and SMEs are strongly subordinated to market evolution and to their customers’
choices.
As a consequence of the flexible institutional configuration of clusters, the emergence
of a leading role is linked to specific local contexts and to differences in efficiency of
local actors. For those clusters characterized by strong endogenous dynamism, it is
more convenient than a rigid scheme, since it is possible to channel bottom-up
initiatives more effectively through the most dynamic and efficient organization(s).
In the more mature SME systems, intermediate governance structures play a vital role.
They have a key role as reference points for the firms within the system and for the
systems’ external relationships. Their promote co-participation of firms in common
initiatives. It is through these structures that firms of the cluster have a sense of
participation in the larger SME system and this may eventually lead to the pooling of
resources to meet the specific needs of the sector’s firms.
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2.4

The competitive advantages of SME Clusters

The competitive advantage of the industrial cluster is based on the specialization,
collaboration of SME’s and the development of a network between them. Through
collaborations they divide the production orders, they share knowledge and together
develop technological innovations. Moreover Clusters are continuously evolving
entities and their flexibility and adaptability are crucial factors, which explain the
robustness of these structures also in difficult times.
Specialization allows firms to concentrate their resources on their core competencies
and also by reaching higher levels of quality control; this is a crucial factor of a
successful cluster.
Another important aspect is the sharing of local human resources within a cluster thus
increasing their specialization of technical and market competencies. Local workers,
technicians, managers and consultants often move from firm to firm; in this way the
advantage of specialization belongs to the whole local system, rather than to a single
firm. Furthermore, local infrastructure, training institutions and centres of research
become increasingly specialized in the cluster activity. Another advantage of the
cooperation is that it helps firms to be more flexible in terms of amount of production
since firms may outsource more work when there is increased demand, and less when
there is a decrease and it helps firms to be flexible in terms of type of production in
that products can be made to order by grouping different contractors together
according to the specialties required.

2.5

SMEs in Times of Crisis

SMEs are generally more vulnerable in times of crisis for many reasons among which
are:
•
•
•
•
•

it is more difficult for them to downsize as they are already small;
they are individually less diversified in their economic activities;
they have a weaker financial structure (i.e. lower capitalisation);
they have a lower or no credit rating;
they are heavily dependent on credit and they have fewer financing options.

SMEs in global value chains are even more vulnerable as they often bear the brunt of
the difficulties of the large firms.
But in the same time, due their higher capacity utilization and a more flexible
production structure, SMEs can react more quickly than the large firms to crisis, in
particular with the support of targeted interventions of government and an internal
reorganization.
The response of the surviving SMEs to the double pressure of falling sales and
extended payment delays in a general context of bleak medium-terms perspectives is
generally three fold:
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•
•
•

Cost-cutting to restore profitability and adjustment of production to lower
demand levels, measures that materialise mainly in a reduced wage bill;
Search for additional sources of liquidity (extending own payment delays,
reducing or suppressing dividends – if any);
Postponing of investment and expansion plans, when possible (including
M&A activity for the small subset of high- growth SMEs). In the case of
entrepreneurship, this could simply mean the postponement or even the
cancellation of new business ventures.

SMEs and entrepreneurs suffered two shocks that adversely affected their cash flows:
1) A drastic drop in final demand for goods and services
2) A deterioration of credit conditions.
SMEs reacted by:
a) Conserving liquidity through
• reducing operating costs
• running down inventories
• cutting investment including innovation spending
b) Reducing use of external finance
c) Changing the composition of credit demand
• Less investment finance
• More working capital and export finance
The main errors made by the clusters in crisis are identified as:
•

Poor attention to the change in demand;

•

Products with low degree of innovative content;

•

Low level of cooperation between the companies in the district;

•

Excessive degree of dependency on one single client;

•

Limited competence in financial management.

One example is the sofa-district of Murgia. The companies of the district, mainly
working for one single client, were characterized by a passive attitude not taking
notice of the change in demand and not taking any initiative to neither product
innovation nor process innovation. When the leading company went into crisis, the
whole district went into crisis and hundreds of companies went bankrupt.

2.6

The future of industrial clusters

The financial crisis and the resulting lack of availability of liquidity including the
difficult relationships with the banks is a tough challenge for the industrial clusters.
Other challenges are related to difficulties in the generational change both among
employees and entrepreneurs. Many clusters find it challenging to find sufficient
qualified manpower.
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However, according to a survey conducted by the Bank of Italy in 2007 and in 2010,
companies within an industrial district tend to be more adaptable to change than
companies not being part of any district.
The main strategies followed by the clusters are:
•

Positioning on new markets such as Latin America, Asia and North Africa. In
Q1 2010 the industrial clusters increased their exports to India by 51.8%, to
Brazil by 30%, to Turkey by 28.8% and to China by 21.9% with respect to Q1
2009.

•

Increased attention on commercialization through:

- Orientation towards medium-high segments of the market (less price
competition);
- Brand Building;
- Direct control over the distribution channels – also abroad.
•

Downsizing of the sub contracting. The largest companies strongly downsize
the outsourcing of the production and tend to not renew sub-supply contracts.
Instead they tend to internalize more phases of the production process.

•

In contemporary “Back from China”: The companies still outsourcing tend to
return to local sub suppliers. The sub suppliers also tend to be stronger
involved than before, for example, the collaboration increasingly turn into a
partnership where the suppliers also take part in the project design. More often
we find that the suppliers are required to have an implemented quality system
approved by the customer and to be directly connected to them by an ICT
system.

•

Increased attention on environment and sustainability. Sustainability is
becoming increasingly important and the industrial clusters are proving a
favourable context for the pursuit of environmental strategies and policies –
also in a competitive perspective – and also a head of normative requirements.
This is also showing results on the bottom line – both through reduced costs of
the production process as well as an enhanced product quality feature.
Successful examples of applied environmental strategies resulting in increased
profitability are found in the Agricultural Food district of San Daniele
(competitor to the Parma Ham), the paper district in Frosinone, the ceramic
tiles of Sassuolo, the tanning district of S. Croce sul Arno, and the furniture
district of Livenza.

The result of these new strategies is a concentration in the turnover of the leading
companies of the cluster and the leading companies are becoming increasingly
important for the cluster. Other, marginal companies, succumb.
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2.7

The role of policy in SME development

In clusters, there is often a strong presence of some form of intermediate governance
structure. Governance is defined as an “institutional organization of economic
activity” (Campbell, 1991).
The formation of SMEs is largely due to free individual choices in social and
economic contexts often dominated by uncertainty and both organization of
production and the presence of intermediate governance should just create favourable
conditions to favour their spontaneous formation.
This process can be fostered by removing institutional barriers to spontaneous
initiatives and through the generation of a positive climate in terms of market
perspectives and profit expectations. These processes are influenced by actions at the
macro level, both in terms of macroeconomic strategy, and in terms of institution
building. Moreover the intermediate institutions and associations provide basic
business support services, increasing trust among entrepreneurs and reducing
administrative and legal costs. Case studies confirm this in that those areas reporting
the most inter-firm cooperation are exactly those areas with strong intermediate
structures which act as reference points for local small firms.
The main conditions for the development of SMEs are:
1.

The existence of an adequate institutional framework to guide the gradual
liberalization and deregulation of economic activities to facilitate
entrepreneurship;

2.

The existence of an efficient judicial system ensuring certainty in private
transactions and rapid, low-cost solutions to controversies;

3.

The progressive opening of the market and regional and international
integration;

4.

The creation of a positive business climate and perspectives for SME growth;

5.

The promotion of wide democratic participation of people and enterprises in
the economic development process.

It is important to note that the macro-economic considerations mentioned here should
be considered in conjunction with the more localized initiatives directed specifically
at cluster promotion. Therefore, an analysis of the macro-economic situation should
inform the drafting and implementation of cluster policy.
Italian case studies demonstrate that such intermediate governance structures play a
key role in facilitating cooperative activities among firms and between firms and
institutions.
There are various levels of governance. Italian SMEs are governed by institutions on
the level of the European Union, the Italian government (national), regional
government and local institutions.
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Italy created its regional government structures in the 1970s and gave them power to
act in certain, limited areas. Regions were allowed to plan and manage local territorial
improvements, and had authority in the areas of craft industries, professional training,
and regional financial agencies. However, the regions were not given industrial policy
powers that are centralized in Rome.
According to the classification scheme created by Nomisma 5 during his studies of
Service Centres, there are four basic types of intervention:
a) Diffusion of innovation;
b) Promoting/reinforcing relationships among firms;
c) Diffusion of information and training to better the internal functioning of
firms;
d) Promotion of economic growth.
Policy to promote clusters thus takes different forms depending on the developmental
stage in which the region currently finds itself. In regions that are fairly developed and
reveal concentrations in certain industrial sectors, the formation of firms into clusters
is a reasonable goal.
National and regional SME policy initiatives in Italy present some general
weaknesses:
•
•
•
•

Lack of coordination among initiatives;
Lack of monitoring and evaluation;
Policy is only effective where regional structures are already efficient;
Difficulties in identify the appropriate level of policy making.

In general there is a lack of coordination among initiatives. Even if single programs
may be well organized and considered successful, they are often designed and
implemented separately. This may lead to two types of problems. The first one is
related to the overlapping among programs with several initiatives concentrating on
similar activities. As a consequence to this, sometimes certain areas of intervention
are not adequately addressed. Moreover, lack of coordination among related policy
efforts represents an inefficient allocation of human resources and funding and results
in confusion and tension on the part of policy implementers and potential
beneficiaries.
Mechanisms of continuous monitoring and evaluation should be incorporated into
program design in order to avoid problems of overlap at the outset of the programs
and regular progress reports should be mandatory, including checks not only on the
development of the program’s activities, but also on how these activities concretely
contribute to the stated objectives of the policy. Periodic assessments are especially
useful if the information gathered is used to make necessary modifications in the
program as it progresses.

5

Nomisma is a consulting firm founded in 1981 in Bologna by a group of economists, including
Romano Prodi, with the support of some large banks and financial institutions.
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The Italian experience demonstrates that policy tends to be most effective in those
areas where local and regional institutional actors are present, well organized and
dynamic. For this reason, those areas lacking such structures require basic institutionbuilding intervention before policy directed at creating SMEs or SME clusters can be
effective.
In particular, it seems that some combination of policy levels is most likely the best
solution. Development policy directed at creating the institutional and market
conditions for business activity in general should be coordinated at the national level,
whereas more specific initiatives tend to be more effective if created and managed at a
regional or local level. In this way they are more likely to be informed by thorough
and accurate knowledge of the particular needs of the territory.
There are no specific, or typical, policies for clusters. Due to the different ways in
which clusters can establish, it is necessary to adopt diverse policy strategies
according to the different stages of development. In addition, the same policy actions
in different contexts may lead to different results and reactions by the local
environment. For this reason, it is necessary to continuously monitor policy
interventions and their effects, in order to adjust them and make them more
appropriate for the local industrial system; it is also evident that policy actions, in
order to achieve consensus, should be designed by the various relevant actors in the
local environment.
Although the policy approach must be flexible, some general guidelines, according to
the different stages of development of clusters, may be indicated. Is it possible to
consider three different stages in the development of clusters: embryonic,
consolidated, and mature.
Embryonic clusters are potential clusters and they can be defined as just areas
characterized by the presence of group of firms in the same industry. Clusters at an
embryonic stage can vary from areas populated by specialized artisans to groups of
sub-contracting firms working for larger firms, to branches of foreign firms located in
advanced industrial estates. The development of these concentrations of firms into
clusters depends on a various set of variables. Each case must be examined separately
in terms of inter-relations among firms and the surrounding institutional environment.
The strategy for policy makers at this stage can consist of:
1) Eliminating any obstacles (social, institutional, infrastructural) to the
expansion of production and to the proliferation of new enterprises,
2) Supporting local firms in marketing and promoting local products in new
markets.
The main field of action for policy makers is that of eliminating obstacles or lowering
barriers to entry and towards the start up of new firms.
This could be arranged through a simplification of bureaucratic procedures for
authorization and control of the economic activity, the realization of basic
infrastructure for industrial location, and the setting up of actions for supporting firms
from the legal point of view.
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In addition, financial instruments for micro-enterprises are necessary. In the Italian
context the start up of new firms was facilitated by capital accumulated by rural and
urban families, and by the prospective of demand growth, that allowed new
enterprises to self-finance their activities.
Finally, policy efforts should be focused on promoting local products outside the local
market, creating connections with new markets and, in this way, giving opportunities
to the local system to specialize.
When clusters are consolidated and reach a considerable size and are no longer in the
embryonic phase, they need to start a process of innovation. Even some clusters can
spontaneously reach a high capacity of endogenous innovation with limited policy
interventions, the policy action is very important. For consolidated clusters, the main
problematic issues are the costs and the risks of innovation.
The role of public policy, in this phase, is to create a common identity for local
enterprises, even among competitors, and intangible infrastructure for technology
transfer and service. In this way it is easier to create common activities for research,
for training and re-training human resources, collecting and distributing strategic, but
neutral, information on new technologies, innovative materials, techniques for
improving quality and efficiency, new markets and marketing approaches.
Once clusters are mature and they reach a high endogenous innovation capacity,
internationalization then becomes a relevant issue. Once the possibilities for
quantitative growth on the local level are limited, the cluster tends to focus on higher
value-added and specialized activities and can look for external complementarities to
increase its degree of specialization. In this phase it is important that the public policy
provides incentives for the cooperation between clusters working in different regions
and different countries and also the collaboration between enterprises and institutions.
2.7.1

Legal Initiatives

Besides the support issued by the Regional Governments, the Italian Government
created various kinds of legal support with the aim to promoting SME development.
One of the legal instruments created to respond to the need for policy directly aimed
at SMEs is represented by Law 317 issued in 1991, whose objective is “to promote
development, innovation and competitiveness of small firms”, intervening not only by
supporting firm investments, but also through the creation of those conditions
necessary to the creation of an external environment favourable to competitive
growth.
This law inspired also the creation of regional development agencies. These are
financial specialized intermediaries that assume some of the risks that SMEs face
offering them new opportunities for being more competitive through a process of
innovation and recapitalization. Another important issue is the introduction of
participatory loans. These financial instruments allow long-term credit institutes to
make grants to SMEs. On the other hand, the underlying idea that unites the various
sections of the law, transforming them into a coherent whole is the intention to
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promote the structural reinforcement of SMEs in a context of development,
representing a move away from direct subsidies.

2.8

Enterprise Networks: a recent cluster evolution

An Enterprise Network is defined as a set of legally autonomous companies working
together in a system based on trust within the frames of a binding contract. The
companies obligate themselves to work together within a production process and to
share the investments in R&D, competence building and marketing. It is possible to
identify four typologies of networks:
• Sub-supply networks
• Value chain networks
• Innovation networks
• Commercialization networks.
The structure of the network is usually characterized by a central company that
coordinates the group and the core activities of the network. Around the central
company you find a group of different typologies of node companies:
• Passive companies: subjected to the activity of the central unit
• Active companies: which limit themselves to supply the network with its
unique competence
• Participating companies: which carry a more active role in supporting the
coordinating activities of the network.
It is important to notice that a network needs, in order to be efficient, all the
typologies of nodes mentioned. The more diversified a network is the more stable it
will be.
Regarding the relationships among the companies of the network, since exclusivity is
not a feature of this kind of organization, each company within the network may carry
out the same activity on their own, in collaboration with a partner inside the network,
or in collaboration with a partner outside the network.
What actually keeps the network together is a shared project where each company
assume a specific role and carry out determined tasks. The company remain inside the
network and the network consolidates in time if the companies experience an
economic advantage compared to the previous situation when they were operating on
their own.
Networks are particularly useful for small and medium sized companies as a way to
reach the necessary critical mass for:
• Realization of process and/or product innovations
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• Increased control with the markets both upstream and downstream
• Obtaining a positive rating by the banks (lower cost of financing)
On the other hand, the network may also represent a risk for SMEs and it may put the
stability of the network on risk in case of an excessive dependency on the leading
company, opportunistic behaviour by some of the players and diverting goals.
2.8.1

Network Enterprises in Italy

In recent years, due to the success of networks, the Italian Government decided to
promote them through targeted legislation.
In 2009 the Law n. 33 was approved endorsing the possibility for new and existing
aggregations to sign a network contract, which formalizes the network. The contract is
a flexible instrument and may be signed by two or more companies. The contract
obligates the parties to work together within the scope of the contract that may cover
one or several activities. The spirit of the contract is to enhance the innovative
capacity and competitiveness of all parties involved.
In 2010, the Italian government issued a grant of €48 million in support of networks
and allowed that the reinvested profits may be tax exempt up to the amount of €1
million, creating a tangible fiscal benefit for the networks. The Networks are also
given access to EU-funds, funds from the Ministry of Economic Development, the
regions and the local Chambers of Commerce.
In 2010 about nine network contracts were signed. The first two networks were
established in Bologna (Emilia Romagna). The trend is rapidly increasing: another 42
contracts have been signed in 2011. Emilia Romagna, allocated 12 million € to the
formation of networks of SMEs in 2010 and has the highest number of networks (8).
Another interesting aspect is that 6 interregional networks have been established thus breaking with the previous prerogative of geographic limitations.
According to the register of Unioncamere updated at 10th April 2012, in Italy there are
313 contracts of networks signed among 1,648 companies.
As an example, Gucci favoured the establishment of a network of leather suppliers
without being directly part of it with the aim of making their organization more
structured and more careful to reaching high-level standard qualities that are
necessary for excellence production.
The case of Racebo is different, a network of companies that work in the motorcycle
components industry. Each of these companies is specialized in a niche but was
suffering low visibility and low purchasing power. Through the network they became
stronger and had the opportunity to present at the Motorshow and they share
information in order to retain customers. A similar example is provided by the
network composed by 33 companies in Basilicata involved in the oil and gas industry.
By working in a network, they can offer more structure and a series of additional
accessory services.
Networks are an opportunity not only for manufacturing companies. In fact, it is

32

worth remembering a network based in Verona constituted by 18 companies that have
less than 10 employees and that work in the sector of mushroom processing in
Veneto, Lombardy and Trentino. Through the network they are able to preserve the
Italian leadership in this particular niche of the agri-food industry.
The automotive network of the Atessa industrial district represents one of the most
successful examples of Enterprise Networks. In 1971 Honda opened a factory in
Atessa. The presence of Honda, favoured the appearance of a number of sub-suppliers
of motor-cycle accessories (seats, plastic and aluminium components and emission
systems etc.) in the area. Despite the presence of all those suppliers, in the year 2000
the management in Tokyo ordered Honda Italy to buy their supplies form Indian
companies causing the Italian companies in Atessa to loose all their orders in a very
short time.
Instead of closing down, the Italian companies decided to form a network between
them, which for an entire year was dedicated to product innovation. At the end of the
year the new prototypes were presented to the management in Tokyo. The Honda
management found the new prototypes clearly superior to the Indian products in terms
of a quality/price.
As a result, the management in Tokyo ordered Honda Italy to return its orders to the
Atessa industrial district. Since that time, the sub supplying companies in the area
have multiplied, the network has become more consolidated (18 companies) and the
turnover has increased by 300%. In November 2009 the CEO of Honda personally
went to Italy in order to award the Atessa factory as the best Honda factory in the
world. The same diploma was conferred to all the sub suppliers in the network. In
April 2010 the Honda management also decided to move the production of some other
models of motor cycles from Spain to Atessa, increasing the production by 15,000
bikes a year.
2.8.2

Networks and industrial clusters

In the Italian economy, network enterprises exist both inside and outside industrial
clusters and they may exist without any network of enterprises. However, when
networks appear within an industrial district the economic performance is superior to
the networks outside industrial clusters.
There is thus no conflict between the networks and the industrial clusters – rather the
contrary: The industrial clusters seem to represent one of the most fruitful
environments for the formation of these aggregations.

33

3 Piedmont Automotive Cluster

3.1

Piedmont Region

Piedmont is the largest region of continental Italy, with a territorial extension like
Denmark and a population of over 4 million inhabitants (7.5% of the national
population), comparable to that of Norway. Modern and lively, due to its geographical
position, Piedmont is a main gateway to the European market. In fact it is in a
strategic position between northern Europe and the Mediterranean, a natural platform
between Asia and the European market. With 1000 km of highways and three Alpine
tunnels, 2,000 km of railroad tracks, three intermodal terminals, two international
airports, ensure efficient international linkages.
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Piedmont is one of the most industrialized regions of the country and a wide range of
capabilities and a unique ensemble of manufacturing variety characterize it. This is an
area of excellence with approximately 400,000 enterprises (out of 6 million all over
Italy) organized in extremely innovative, flexible and efficient clusters, and where
most sectors cover the complete production cycle. The best example is provided by
the automotive industry, while other examples of clusters based in Piedmont are in the
field of mechanics, agriculture and food, textiles, clothing, jewellery, eco-industry,
aerospace and writing.
Piedmont exports goods worth €29.5 billion annually and its most important trade
partner is the European Union, which absorbs 63% of its exports and the same
percentage of its imports. The region's GDP per person is approximately €27,000 and
this region produces 9% of the national income and 10% of national industrial
production.
The central role of the whole region is also clearly shown by the growing interest
of foreign industrial investors. More than 500 foreign businesses in the
manufacturing, service and commerce sectors have already made Piedmont the base
for development in Italy and Europe. These include: Jac, AE Goetze, Alstom,
Contitech, Dayco, Dea Brown and Sharpe, Eaton, Federal Mogul, Irci, Kimberly
Clark, Lear Corporation, L'Oreal, Magna and Motorola.
Piedmont invests 6 €1.42 billion in research and development and it is 12% of the total
for Italy, while the percentage of investments in the Piedmontese private sector on the
total amount is 76.8% and it is the highest compared to all the other Italian Regions.
The value of investments in Piedmont is strongly supported by an extremely dynamic
local network of more than 200 research centres of international standing, such as the
centres managed by Fiat (for automotive), GME Powertrain, Telecom Italia (for
telecommunication), RAI (for broadcasting) and Motorola EMEA (for mobile phone
systems).
In addition, the aptitude for innovation and the receptivity of the whole region makes
Piedmont a promising and competitive area in terms of professional training and
within a cultural and intellectual environment.
From an educational point of view, there are two leading university institutions in
Piedmont:
o The University of Turin, with more than 65,000 students, 1,200 lecturers and
700 researchers, 12 faculties and 55 departments
o The Polytechnic of Turin, top ranking for technical-scientific training and
research in Italy and Europe, with a high level of integration within the business
system.
6

Data from Turin chamber of commerce website http://www.to.camcom.it/
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3.2

Industry

The main features of the Piedmont entrepreneurial system are:
• Entrepreneurial system based on SMEs and clusters
• Good performances on international markets
• High level of investment in R&D
• Emphasis given to training
The key feature of companies situated in the Turin province is their average small
size: nearly 90% of businesses have less than 50 employees and this makes its
industrial system extremely flexible in adapting to international economic changes.
Despite their small dimensions, a high level of innovation and aptitude for
internationalisation make local SMEs competitive worldwide.
3.2.1

Piedmont Industrial Clusters

The following industrial clusters are located in Piedmont:
Torino
- automotive, automation and robotics
- car and industrial design
- aerospace
- biotechnologies
- information & communication technology
- eco-industry (environment)
- artistic handicraft
- home textile
- writing tools
- agri-food industry
- movie industry
Asti
- chef training
- wine
Alessandria
- gold and jewellery
- refrigeration industry
- high-power lamps
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Biella
- textile
- clothing
Cuneo
- artistic handicraft
- beef
- cheese
- apples
- agri-food industry
Novara
- rice
- textile
- chemical
Verbania
- taps and valves
- household goods
- decorative stones
Vercelli
- rice
- textile
- chemical

3.3

Turin’s economy

Turin is the capital city of the Piedmont Region. Turin is Italy's third largest economic
centre after Rome and Milan. In 2004, Turin produced a GDP of €25,439 billion,
2.2% of the national figure. The Turin greater metropolitan area produced €44,146
billion, 3.8% of the Italian GDP. Its taxable income was €12,455 billion.
According to data provided by the Register of Enterprises, held by the Torino
Chamber of Commerce, the number of companies based in the Turin province in 2004
equalled 228,753, showing an average yearly growth rate of 1.5%.
Distribution by sector includes:
•
•
•
•
•

Services 36%
Trade 31%
Construction 14%
Industry 12%
Agriculture 7%
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3.3.1

Industry and key sectors

The Province of Turin is Italy's second largest export market (in terms of value of
exports) with a share of 5.2% of the national total. Its industries include
manufacturing and engineering; production of confectionery and chocolate; and
banking and telecommunications. There has also been growth in construction, tourism
and service industries.
Prominent companies in the area include: Fiat, Telecom Italia (originally called SIP),
Seat Pagine Gialle, EIAR (now RAI), Olivetti, Lavazza, Cirio, Reale Mutua
Assicurazioni, Toro Assicurazioni (now Alleanza Toro), Lancia, Italdesign Giugiaro,
Ghia, Italgas, Bertone, Pininfarina, CaRP (inventor of Vermouth), Martini & Rossi,
Seven, Kappa, Superga and Carlo Pignatelli.
National banks located in Turin include Sanpaolo IMI (now Intesa Sanpaolo) and the
Cassa di Risparmio di Torino (now in the UniCredit Group).
In 2006, there were 231,645 businesses registered in the Province of Turin and
112,255 in the city. These numbers represent just under 50% of all those in the
Piedmont region and 4% of the Italian total.
The conditions and factors highlighted have favoured the development in the Torino
Province of industrial clusters where companies are often responsible for the complete
production cycle.
Key economic sectors of the Province of Turin may be described as follows:
•
•
•
•
•
•
•
•
•
•
3.3.2

Automotive
Aerospace
Bio-Technologies
Information & Communication Technology
Eco-Industry (Environment)
Artistic Handicraft
Home Textile
Writing Tools
Agro-Food
Movie Industry
Export activities in the Province of Turin

With a total amount of exports worth €15,852 million, Turin currently ranks second in
the list of Italian exporting Provinces.
Main goods exported were (export by economic sector - 2005):
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•
•
•
•
•
•
•
•

Vehicles (40.5%)
Mechanical machines & equipment (20.3%)
Electric machines & equipment (10.2%)
Metals (7.8%)
Rubber & plastic (4.4%)
Chemicals (3.8%)
Food, drinks and tobacco (3.1%)
Other clusters (9.9%)

Main partners were (export by destination - 2005):
•
•
•
•
•
•
•

3.4

European Union (68.3%)
Rest of Europe (10.7%)
Asia (7.9%)
Northern America (5.4%)
Central and Southern America (3.7%)
Africa (2.9%)
Oceania (1.1%)

The Automotive Industry

In Piedmont there are over 1,200 companies involved in the automotive sector.
These companies employ over 80,000 people and have a total turnover of over
€15billion. Piedmont exports 70% of the national exports of cars and components and
the export of automotive components is more than 50% higher than that of vehicles
themselves.
The networks of excellence in Piedmont extends in diversified fields (style, product
development, prototyping, automation, component and module production, mass and
niche production) with a unique feature worldwide: the entire development and
manufacturing systems are all located in the same area.
In the first nine months of 2005, the exports of automotive components in Piedmont
amounted to €3.1billion compared to €2billion for the exports of vehicles, while the
same transactions were equal to €8.5 billion and €8.1 billion respectively, in Italy as a
whole.
The structure of component makers in Piedmont consists of over 470 companies, with
almost one third of Italian businesses in the sector and mainly located in the area of
Torino, including:
• 19 module-makers
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•
•
•
•

over 300 sub-suppliers
97 specialists
47 companies specialized in design and product development
46,000 employees overall

In 2004 over 50% of automotive firms in Piedmont were selling goods to foreign
customers: with a high level of customer satisfaction, this number kept increasing year
after year. In particular between 1990 and 2004 where the export of automotive
components from Italy and Piedmont increased by almost 200%.
According to the Italian clustering strategy followed by the local small to medium
enterprises (SME’s), a significant number of automotive companies are organized in
groups, which are better suited to fulfil more complex and difficult tasks along the
supply chain of “lean production”.
About 15% of these companies are part of organizational structures equally
distributed between large international groups and local SMEs.
The largest automotive company based in Turin is FIAT. Established in 1899 and
with more than 100 years of history, FIAT has produced more than 85 million cars
and light commercial vehicles. It has a long experience in designing, manufacturing
and marketing cars, trucks, tractors, agricultural machinery, construction equipment,
motor vehicle engines and components and production systems. The Group’s
manufacturing activities are carried out by operating sectors. The three major
companies of the Group, which account for 70% of turnover, are Fiat Auto (composed
by FIAT, Lancia and Alfa Romeo), CNH Global (agricultural and construction
machinery) and Iveco (commercial vehicles). Other companies of the Group are
Ferrari and Maserati (luxury sport cars), Magneti Marelli (components), Comau
(production systems), and Teksid (metallurgical products).
Originally formed around FIAT, the cluster developed and achieved great
independence as a result of a process of industrialisation that led it to acquire
important contracts from the world’s leading carmakers. The cluster is composed of
an integrated fabric of companies that supplies parts and components, machinery,
equipment and services, especially styling and engineering. In addition, a number of
second and third tier companies not only feeds the first tier suppliers, but also
establishes international operations, exporting 50% of the total production of parts and
components.
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Figure 1 Supply tiers of Automotive Industry in Piedmont

No. of Firms
of 179

1st tier

2nd tier
3rd tier

Supplier
processes,
technology,
systems
Module
suppliers,
system
suppliers
Components
supplier
Sub-contracting

Staff
12,161

Turnover
€2 billion

22

12,080

€4 billion

128

37,982

€7 billion

2,100
2,430

14,013
72,236

€2 billion
€15 billion

From Concept to Car
As mentioned previously, Piedmont’s businesses provide one-quarter of Italy’s
overall R&D funding. Piedmont is in fact the first Italian region for business-funded
R&D as a share of GDP.
The local R&D tradition is deeply rooted into practical problem solving aimed at
simplifying production, improving products and increasing their acceptability and
appeal. Many Italian and major foreign companies have located R&D centres in
Piedmont.
Automotive businesses file over 50% of European patents from Piedmont, and the
Fiat Research Centre (CRF) employs 900 engineers and researchers who boost
progress in the sector. CRF is no longer a merely local research centre; in fact it
cooperates with all large European groups and is a leading contractor of the European
Union in the VI European Framework Programme.
It is in this context, that in 2002 the Torino Chamber of Commerce, in collaboration
with the Foreign Trade Office - Piedmont Chambers of Commerce developed a
project called From Concept To Car, with the aim of promoting local automotive
excellence abroad.
In the framework of this initiative and in collaboration with the representatives of
many local authorities together with the contribution of the Piedmont region, 421
individual meetings were held, with 141 company visits, presentations of the project
in India, China, Russia and Germany, commercial missions in Germany, Holland,
China and India, 7 visits of buyers from India, Russia and China, 3 procurement
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missions in Slovakia, Turkey and China, 25 buyers involved, over 485 companies
participating in conferences on the subject.
The goals of sophisticated know-how and top performance guided From Concept to
Car in choosing 170 companies in different segments of the automotive chain (style,
development, prototyping, logistics and services, sub-suppliers, equipment and
tooling, 1° tier components), all selected for their high quality standards, their
international presence and production capacity.
Audi, Volkswagen, Ford, Porsche, Renault, Scania are only some of the big names of
foreign corporations that Piedmontese companies could contact as a result of the
From Concept to Car initiative 7 : three of them are already receiving regular orders
and fifteen are negotiating future collaborations.

3.5

Cross-sector competencies in automotive related fields

Electronics and microsystems
The cost of electronic and Micro-Electro-Mechanical Systems (or MEMS) is today
above 15% of the overall production cost of a vehicle and it is expected to grow to
25% in the near future. All Italian players in the field of microsystems are based in
North-West Italy and have recently formed a network to invest in MEMS research
applied to the automotive industry: Fiat Group Research Centre, Magneti Marelli,
Olivetti IJet, Pirelli, Saes Getters and ST Microelectronics.
Hydrogen
Piedmont hosts:
HySyLab, focused on production, stocking and commercial applications; Fiat Group
Research Centre, involved in fuel cell development and applications (it has developed
the first Italian hydrogen bus); Edison R&D centre dedicated to hydrogen to test fuel
cell systems and stacks for stationary applications, natural gas reforming and
hydrogen production by renewable sources. Turin is home to the first Italian PhD
course on hydrogen technology (held at the Polytechnic of Turin), in partnership with
the Berkeley University in the United States.
Nanotechnology
Nanotechnologies may impact so many different fields of automotive industry:
safety, environmental compatibility as well as on-board well-being. The local R&D
tradition, rooted into practical problem-solving and product improvements, offers
7

Further information at http://www.fromconcepttocar.com/piemonte.php
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state of the art nanotech know-how regarding structural and functional materials,
sensors, energy, coatings, lightings and on-board information.
Information technology
The ever increasing density of electronic intelligence in automotive products demands
mutual interaction between the IT and automotive sectors. Technological
developments as well as breakthrough innovations find mutual applications in the two
sectors. Piedmont, homeland of the Italian automotive industry, offers a complete IT
sector with all ranges of specialisation, featuring excellence in integrated circuits
design and software development.
Wireless
Today, vehicles contain up to 50 processors, with kilometres of cables connecting
micro-sensors. Tomorrow’s integration of the vehicle systems to external networks
will push the need for efficient and reliable wireless connections even further. Torino
Wireless Foundation connects corporate research with universities, research centres
and financing partners. Motorola, Fiat, SKF, Telecom Italia and a number of other
companies are taking advantage of the local know-how in this field.
Mechatronics
The deep roots of the region’s industrial tradition have made it the home to
automation systems for the world automotive industry. Companies like Comau, Fata,
Fidia, Dea offer the most complex and flexible automation systems and production
lines. The Mechatronics Laboratory research centre of the Polytechnic of Turin
performs basic and applied research.

3.6

Industrial Culture

Piedmont is characterized by its solid industrial culture and its innovative business
system. In addition to this, the high percentage of employment in engineering
companies combined with an extensive training network focused in particular on the
automotive sector, allows Piedmont to offer a wide choice of highly qualified and
specialised professional resources.
Education and research
The region’s universities have a strong R&D base and a good track record of industry
collaboration.
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The Polytechnic of Turin, the leading Italian engineering university, with 24,000
enrolled students and an outstanding graduate school, manages 700 collaborative
projects per year with the industry. Amongst its many programs, the University
offers, a 5-year degree course in Automotive Engineering. Up until 2011, it hosted
this program in the unique environment of the refurbished Lingotto car-factory, it is
now based in the modern Mirafiori factory.
It also offers a 5-year degree course in Industrial Design.
Links between the research community and companies are fostered and encouraged
by the public institutions with regional, national and European funds.
Many international training institutions are located in Piedmont, and recently the
ESCP-EAP 8 European School of Management also opened its fifth European campus
in Turin based on the strong alliance of academic networks and institutional and
industrial partners.
Training
In Piedmont education and training are historically related to the automotive sector
and several initiatives are held in order to discover young talent. For example, in
1998 the ANFIA (Associazione Nazionale Fra Industrie Automobilistiche)
coachbuilders group created a competition called "Stile Italiano Giovani" to discover
and offer opportunities to young talent in the field of automobile design.
The biannual competition is a way for the young to show their creative freedom and
their ability to interpret ideas without conditions. Non-professional young people,
between 16 and 28 years old, from around the world can participate with unpublished
projects that offer ideas for the interior and/or exterior of all types of vehicles.
A selection panel select the best 20 applications from the hundreds received, of which
one will finally be named the winner.
The three best projects receive cash prizes.
In addition to this, in 2004, two more prizes have been offered: “Auto & Design”
magazine special award and the “ADI (Association for Industrial Design) special
award".
Strategic support for new investments
Investments from foreign companies are strongly encouraged by the regional
government through a series of incentives and grants focusing on four macro-areas:
8

École supérieure de commerce de Paris - École européenne des affaires
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investment, technology, employment, and personnel training. In addition, for the
largest investments who offer high employment, it is possible to use negotiation
instruments with the local and national government, which define the set of grants
available and investment of a lower range and may be supported through regional and
EU funds, covering up to 20% of the fixed investment.

3.7

Business Incubators

Business incubators are facilities aimed at the creation and the development of
innovative small and medium-sized enterprises. They have been conceived to
welcome entrepreneurs and assist them by providing physical spaces, shared logistical
facilities, basic services, training and finance dedicated. They are instruments of
regional development, since they produce new jobs, support local economy and
promote specific productive sectors.
Piedmont’s incubators were created with joint funding from the European
Commission and with other, mainly public, sources of finance and facilities dedicated
to the creation and development of new enterprises, starting from the selection of
innovative ideas and projects. A total of about 90 start-ups are hosted in the region’s
incubators, while almost 150 companies have been established.
I3P, the Innovative Enterprise Incubator of the Polytechnic of Turin, is the main
university based incubator and one of the best at European level. I3P’s mission is to
promote the creation of new science-based businesses with validated growth potential,
either founded by university researchers or entrepreneurs from outside the university
sphere. They provide open spaces and professional consulting services to individual’s
seeking to start their own businesses as well as a network of entrepreneurs, managers
and investors.
Founded in 1999, I3P is located in Torino (Italy) and by now has launched 140 startups that have been able to exploit the results of research in different fields: from
clean-tech to medtech, from Information Technology to electronics, mechanical,
energy, to other industrial.
In 2011, I3P launched TreataBit, an incubator dedicated to consumers digital projects,
such as portals, e-commerce, social networking sites, web and mobile applications.
Every year we collect some 200 new business ideas, examine about 60 business plans
in detail, and accept 15 new enterprises. As a promoter of important initiatives for
technology transfer, incubation and growth of enterprise, the activity of I3P follows
the global strategies of Piedmont in order to sustain research, technology innovation
and new entrepreneurship.
Other main incubators in the Piedmont region are:
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•
2I3T, a consortium company made up of the University of Torino, Province of
Torino, City of Torino and Finpiemonte, manages the University of Torino’s
Incubator; it is located on two sites: in Via Quarello (for chemistry-pharmaceuticals)
and in Via Nizza (for biotechnology activities).
•
Bioindustry Park Bioincubator is the incubator of the Bioindustry Park of
Colleretto Giacosa. Together with the incubator system of the University of Torino,
this is the region’s second incubation facility specialised in new life sciences
companies.
•
Lisem is an initiative promoted by the City of Torino, in collaboration with
CSI-Piemonte, COREP, CSP, I3P and the Istituto Superiore Mario Boella, and
financed in the framework of the European programme URBAN 2 for the urban
rehabilitation and socio-economic regeneration of the Mirafiori Nord district.
•
TECNOincubatore is the business incubator run by Tecnogranda in Cuneo.
TECNO Incubatore, in partnership with I3P - which provides support in the selection
of ideas and preparation of the business plans - fosters the birth of new, high-tech
enterprises.
•
Incubator of the Tecnoparco of Lago Maggiore blends in naturally with the
activities run by Tecnoparco to benefit innovative companies. In this facility, small
start-ups find the ideal conditions to begin life and overcome the first stage of
evolution, above all in the field of the analysis of materials.
•
Univer, a public-private consortium that operates in the Vercelli area, promotes
synergy between local players and exploits the specialist competencies for the growth
of the socio-economic growth of the zone. In particular, it acts as an instrument to
implement joint initiatives and strategies between universities and the world of
industry and services.

3.8 Regional Policies – Call for the realization of a technological
platform in the automotive sector
As discussed in the previous chapter, regional governments issue programs for
regional economic development in support of the companies that compose the
industrial districts. In fact, even if governments follow a non-intervention policy, they
affect the economy with a number of competencies as subsidies, legislation and
creation of infrastructure (technology parks, business incubators etc.) or with public
purchases.
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As an example of regional policy aimed at supporting industry development, this
paragraph presents an operative plan issued by the Piedmont region in early 2012
titled “Call for the realization of a technological platform in the automotive sector”.
Technology platforms are designed as an integrated, coordinated and comprehensive
group of actions aimed at industrial research and experimental development that,
feeding each other, are aimed at simultaneous pursuit of industrial objectives of shortmedium term. In this context, the strategic plans must include measures that provide
joint and systematic participation of a number of different entities active in research
and innovation. Strategic projects are thus characterized by the provision of integrated
operations and actions and they are identified on the basis of extensive sharing,
closely coherent and interconnected, converging towards a common goal of
development of the competitiveness and innovation of the regional economic system
and that need, due complexity, a coordinated approach to implementation.
The platform represents a coordination tool that brings together various stakeholders
around a common vision and a strategy for developing new applications, new
products and new services created by the convergence of most technological
trajectories. Specifically, coordination strategies that are enabled by the definition of
this platform mostly adhere to the identification of technological problems relevant, to
the definition of a list of priorities in the solution of the same, and the mobilization of
resources devoted to obtaining a sufficient critical mass knowledge and innovative
efforts.
Funding and scientific and technological themes
The region offered €30,000,000 through a funding call aimed at promoting strategic
plans of research and innovation and the projects have to relate to the automotive
sector in the following themes:
-

Low environmental impact motorisation
New materials
Loss reduction and energy recovery

Applicants

SME

Companies

Big Companies

Consortiums

Small and medium sized companies (SME),
with a local active facility based in the
Piedmont region.
Big companies, with a local active facility
based in the Piedmont region.
Consortiums with a local facility active in the
Piedmont region and composed predominantly
(>50%) by companies that have active
facilities based in the Piedmont region
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Research Organizations with an operating unity or a
laboratory based in the Piedmont Region. Only those
research organizations that present a project in
collaboration characterized by a significative presence
of SMEs can participate.

Research Organizations

Associations and Foundations

Associations and foundations with an operating
unity based in the Piedmont Region and whose
principal economy activity is aimed to the
sharing of goods and services in the Piedmont
region.

The applicants have to match the following requirements:
- A minimum requirement for aggregations is the presence of a significant
number of small and medium enterprises (minimum threshold of participation to
the 40% of the cost of the project).
- Presence of at least one centre of research or research organization.
- Participation of big companies is permitted provided that they involve a
significative number of small medium enterprises. The interventions are so
addressed to the demand of research and innovation from SMEs.
- The participation of SMEs as sub-suppliers is not allowed. SMEs have to give
an active contribution in the conception of the proposals.
- All the beneficiaries have to have a productive, operative or research unit based
in the Piedmont territory.
Eligible Activities

Industrial Research

Research aimed at achieving new knowledge for the
development of new products, processes or services.

Experimental
Development

Acquisition, combination, structuring and utilization of
scientific, technological and commercial knowledge with
the aim at producing designs for products and processes.

Non-eligible activities
- Technological Transfer: transfer of knowledge or technology to other
companies.
- Base Research: experimental or theoretical activity made in order to achieve
knowledge without any practical application and utilization.
- Industrialization, commercialization: activities are past the research stage of
the project and considered as being very close to market.
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Economic requirements
The concessions are granted with the following limitations:
- The minimum size of the projects (in term of total cost) has to be greater than
€3,000,000.
- The total amount of the concession per single project is smaller than
€10,000,000.
- The total amount per single subject is smaller than €5,000,000.
Extent of the concession
The concessions are granted in order to support the proposed projects on the basis of
the following amounts:

Small Company

Medium
Company

Big
Company

Universities
or Centre of
Research

Feasibility Studies

60%

50%

40%

70%

Industrial Research

60%

50%

40%

70%

Experimental
Development

60%

50%

40%

70%

Financial Sustainability
Before proceeding with the application for funding, the financial capability of each
subject has to be verified according the following conditions:

∑

cos tsproposedbyindividualcompany
< 50%
turnover

Where such a requirement is not met, a further check on the company's capital base is
made, according to the following formula:
NA >

∑ CP + ∑ C
2

49

where:
NA: Net Assets
∑ CP : costs proposed by the individual company

∑C
3.8.1

: contributions proposed by the individual company
First outcomes of the call

From the first outcomes of the call (5 April 2012), it is possible to notice wide
participation from all the involved beneficiaries.

Number

Cost of the
project

Concession requested

Big Companies

40

€65,306,260

€26,408,883

Universities

28

€14,967,680

€11,395,536

SME

130

€62,730,352

€35,160,131

4

€2,356,340

€1,637,150

€145,360,632

€74,601,700

Private
Centre
Research
Total

of

193

A total of nine projects have been proposed, worth a total of more than €145million
and a concession requested worth a total of more than €74million.
Among the project ideas are highly profitable vehicles, new generation diesel engines,
the development of polymeric materials and lithium, new power-train bio-methane
and the use of the most advanced technologies for the realization of lightweight
frames that can be adapted to vehicles also very different from each other.
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4 Italy – South Australia
A Potential Cooperation
4.1

Introduction

The global automotive manufacturing industry is one of the largest manufacturing
sectors in the world and it is changing at a rapid pace. In the past the automotive
industry was a key activity of advanced industrial nations, but nowadays this industry
is now investing significantly in the emerging economies, especially Asia and Eastern
Europe.
In 2010 the global automobile industry showed a growing trend compared with the
previous years, clocking up record sales (74.5 million registrations, +3.4% compared
to 2007) and production (77.8 million units, +26%). China is now the leading market
and first automobile industry on a stable basis, but countries like Brazil (in fourth
place as a market, in sixth for the number of motor vehicles produced) and India (in
sixth and seventh place respectively) have grown alongside it. The first fifteen
producers in the world now include Mexico, Thailand, Iran and Russia.

Figure 11 Motor vehicle registrations by country, 2009 and 2010
(absolute values and change in 2010 from 2009)

The top 12 automobile groups increased sales by 12.5%, with profits reaching several
billion: the best group was Volkswagen, with €6.8 billion. The levers that favoured
the success of the car manufacturers – new products, global positioning on the major
markets, including emerging markets, restructuring of costs – are the same that
guaranteed positive results to their level one suppliers. In 2010, the first 25 component
manufacturers in the world recorded a total turnover of €275 billion, with an overall
growth of €58 billion (+26.8% on the previous year).
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In recent years, the consumer model based on one car per every two inhabitants, to
update every eight years, is falling in crisis. The main reasons for this are income
restrictions and more stringent legislations about urban congestion and atmospheric
pollution. As a consequence, the major automotive companies are issuing new models
of cars characterized by more efficient engines or electric engines. In fact between
2011 and 2012, more than ten of the major automobile companies in the world
envisaged the launch of complete electrical systems. The main purpose of this strategy
is not that of gaining market share(in 2010 hybrids account for 1.6% and complete
electric vehicles for just 0.02%), but to create an image as being brand sensitive in
respect to the environment and positioned on the technological frontier.
In 2010, all the major automobile manufacturers succeeded in intercepting growth,
increasing sales, turnover and profits.

4.2

Automotive industry in Italy

The automotive industry is one of the most important industries in Italy and it is also
one of the largest employers in the country, with a labour force of over 168,000
(2010) working in the industry. Italy is the fifth largest automobile producer in Europe
(2007) and the fourteenth in the world.

Figure 12 Vehicle produced in Europe in 2007

The Italian automotive parts industry included over 2,327 firms and employed more
than 160,000 people in 2010. Italy's automotive industry is best known for its
automobile designs and small city cars, sports and supercars.
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Table 2 The Italian motor vehicle supply chain 2010

Italy

Business

Totals
Piedmont
Rest of Italy
Egineering and Design
OEM
Specialist
suppliers

Turnover
Employees 2010 2010
(estimate)
(Estimate
bil.)

and

Turnover 2009
Change
(Book value in
2010/09
in
bil.)

%

Auto
turnover
2010
(Estimate
in bil.)

2,327

168,903

€ 42.25

€ 38.03

11.1%

€ 32.65

905

90,286

€ 22.85

€ 19.63

16.4%

€ 16.99

1,422

78,617

€ 19.40

€ 18.40

5.4%

€ 15.66

264

17,767

€ 3.87

€ 3.25

19.2%

€ 3.26

60

33,695

€ 7.41

€ 7.72

-4.0%

€ 7.34

2,003

117,441

€ 30.97

€ 27.06

14.4%

€ 22.05

sub-

Table 2 The Piedmont motor vehicle supply chain 2010

Piedmont

Employees
2010
(estimate)

Business

Turnover
2010
(Estimate
bil.)

Turnover
Change
2009 (Book %
in
value in bil.) 2010/09

Auto
turnover
2010
(Estimate in
bil.)

Totals

905

90,286

€ 22.85

€ 19.63

16.4%

€ 16.99

Egineering and Design

139

14,162

€ 2,80

€ 2.31

21.1 %

€ 2.46

34

22,641

€ 4.68

€ 4.94

-5.3%

€ 4.65

732

53,483

€ 15.38

€ 12.38

24.2%

€ 9.89

OEM

Specialist and sub-suppliers

Compared to 2009, Italian turnover has risen 11.1%, recovering 86% of the pre-crisis
revenues, whilst the Piedmontese turnover is up 16.4% recovering 90.6%. Among the
various players in the supply chain, those belonging to the engineering and design
sector (E&D) recorded the best performance (+19.2%), followed by specialists and
sub-suppliers, up a total of 14.4%. The suppliers of modules and systems (OEM) on
the other hand suffered as a result of the rather flat trend in domestic final production,
recording -4% compared to the previous year.
Recovery is led by exports and orders for domestic production of commercial and
industrial vehicles. Moreover, when observing the flow of E&D, we could state that
design commissions and the engineering of new models to produce and launch on the
market are also playing an important role.
The most important engine is definitely export: a total 73% of businesses declare that
part of their turnover is accounted for by foreign customers (75% of businesses in
Piedmont). This is also confirmed by the ISTAT 9 figures, that quantify the value of
Italian exports for 2010 as €16.4 billion, +25% on 2009, with a recovery of about 88%
compared to the pre-crisis level. Also according to the ISTAT, Piedmont’s component
9

Istituto Nazionale di Statistica (Istat) is the Italian national statistical institute. His main activities are
the census of Italian population, the census of Industry and Service (Censimento dell'industria e dei
servizi) and Agriculture (Censimento generale dell'agricoltura) and statistical analysis of population
and economics of the country. Istat is the most important entity providing national statistics in Italy.
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manufacturers, which account for 41% of total exports, has recorded a 25% increase
in exports and a recovery of 91% when compared to 2008.
Internationalisation also means the opening of establishments, mainly in India, China
and Brazil. Dependence on Fiat has fallen, from 63.2 to 56 euros out of 100 for Italy
and from 78.1 euros to 59 for Piedmont, following the Group’s less than brilliant
results in 2010. Italian businesses are capable of beating off international competition
by levering on the quality of their products (49% of respondents), on productive
flexibility (41%) and on innovation (17%), rather than price (13%). If the average size
of businesses continues to be small-medium (over 70% of businesses in the universe
are micro or small), there has been considerable growth in membership of industrial
groups (59% of the sample is an individually controlled business; 7.3% with a group
of shareholders; against percentages of around 75% recorded in previous years),
M&A operations (17% of the sample has been involved since 2009) and the search for
non-equity collaboration; only a third of respondents since 2009 have not worked on
subjects in common with other businesses.
4.2.1

Destination Markets

If the European market continues to be the most important area for the destination of
parts and components of the regional supply chain, over the last decade countries of
historical importance like Germany, France, the United Kingdom and Spain have
gradually diminished in importance, falling from 55% of the total to the current 40%.
However, the rebalance has not benefited a rise in Piedmontese exports to Asian
countries or North America, where exports have remained largely stable in recent
years (160 million and 60 million euros respectively). The growth of Piedmontese
exports has implicated other destinations, i.e.: Turkey, Poland, Brazil, Russia, Serbia
and the Czech Republic. In 2010, this group of countries represented 38% of
Piedmontese exports (1.6 billion euros, almost 900 million more in ten years) and just
under a quarter of the exports of the rest of Italy (2.5 billion, with a growth of almost
1.4 billion in ten years). They are all countries with a significant presence of the Fiat
Group (except for the Czech Republic).
4.2.2 Brazil: An example of an emerging economy captured by Fiat and the
Italian supply chain to secure growth

From 2004 to 2008, Brazil’s gross domestic product has grown at an average of just
below 5%. The car industry, which employs 450,000 people, has been one of the
drivers of this growth: registrations have more than doubled in five years, taking
Brazil, with 3.5 million units, to surpass Germany. This volume of sales in 2010
exceeded that of all the countries of Central Eastern Europe put together (including
Russia). The total of automobiles produced is even higher: 3.6 million units.
The Fiat group and the rest of the Italian supply chain play a leading role in Brazil. In
2010, the Turin group reached revenue of €11.9 billion in Brazil, a figure equal to the
turnover generated in Italy. In the same year, Fiat sold 611,000 cars (which becomes
approximately 761,000 if we also include industrial and commercial vehicles),
confirming its position as market leader, with a 23.1% share (against the 22.7% of
Volkswagen and the 21.2% of General Motors). The Group’s biggest plant (in terms
of automobiles produced) is located in Betim, in the state of Minas Gerais. In this
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plant, in 2009, 751,000 automobiles were assembled: 30.5% of the group’s total in the
world and 24.5% of the whole Brazilian industry.
For the near future, estimates indicate further growth: for 2014, Fiat envisages the sale
on all the Latin American markets of more than 1.1 million automobiles, 1 million of
which is estimated in Brazil. Alongside Fiat, there is an important series of Italian
accessory companies.
For the Italian supply chain, Brazil represents the most important emerging company
outside of Europe: the value of exports towards this country of car parts and
components is almost double that of Russia and triple that of China and India. The
share of exports of automobile parts towards Brazil out of the national total for the
sector has grown from 2.9% in 2009 to 4.1% in 2010. Piedmontese exports of
automobile parts and components are about two thirds of the national total (€667
million in 2010), so much so that, in terms of value, Brazil represents the fifth
destination country for exports by the regional automobile supply chain.
4.2.3

Internationalisation

Relations between members of the local supply chain are solid, 95% of Piedmontese
businesses declare that they have at least one supplier active in the region, but at the
same time, globalisation is implicating purchases from component manufacturers
more and more. About 74% now have supply chains generated (beforehand) in
foreign countries. Out of €100 spent by the chain to procure raw materials and
unfinished products, 42 are now invoiced abroad, 24 in Piedmont and the remaining
34 in the rest of Italy.
Imports come not only from Europe, but also more and more from the emerging
markets. Out of the total purchases of the sample, Germany (the leading country) is
followed immediately by China. Then comes France and, in fourth place, South
Korea. Overall, imports from Asian countries are now worth more than 35.4% of the
foreign purchases of those interviewed, a share substantially equivalent to that of
Western Europe.
4.2.4

Dependence on Fiat

In 2010 the dependence on Fiat appeared to be slightly re-dimensioned compared to
the previous year, following the less brilliant results of the Group: while in 2009, out
of €100 euros in revenue, 63.2 were from (direct or indirect) orders from the Fiat
Group, in 2010 this figure fell to €56 euros.
This trend is even more obvious for Piedmontese companies, where the turnover
generated by Fiat orders fell from €78.1 to €59 (-24.5% compared to 2009 against 11.4% recorded at the national level).
4.2.5

Business size

The average structure of Italian businesses is still characterised by small or micro
dimensions (about 3 out of 4 businesses in Italy and 63% in Piedmont fall into this
category), but the widespread difficulties on the market have generated significant
moments of Mergers and Acquisitions (involving just under 1 business out of 5);
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moreover, the volume of operations may rise in the next 3 years. Also by virtue of
these trends, the number of companies independent from industrial groups has fallen
from 75-80% in recent years to 66% in 2011.

4.3

Automotive Industry in Australia

The Automotive sector in Australia is the largest manufacturing industry and it has a
strategic importance for the Australian economy. In fact, major economic factors,
such as growth, employment, technological progress and the rate of innovation are all
strongly influenced by the automotive industry. Automotive represents 5.6% of the
manufacturing sector’s industry value added and 0.6% of national GDP.
Australia is one of only 15 countries that have the capability to design and produce a
car from start to dealer sale. For this reason, Australia is able to provide both vehicles
and engineering services.
The Australian automotive industry encompasses a wide range of activities including
vehicle production, component production, tooling and design and engineering. This
industry converts Australia’s commodities such as steel, aluminium, glass, rubber,
electronics, plastics, paint and advanced textiles into highly value-added
manufactured products and then exports them to the world. The key contribution here
is made towards Australia’s national innovation system and its reputation as an
exporter of advanced manufactured products.
4.3.1

Contribution to the Australian Economy

The automotive industry is of strategic importance to the Australian economy. Major
macroeconomic factors such as growth, employment, technological progress and the
rate of innovation are all strongly influenced by the automotive industry. In total, it is
estimated that the industry, (including retail, service and repair) produces an annual
turnover in excess of $50 billion and generates employment for more than 400,000
people, with around 60,000 individual enterprises represented in the industry. Key
sectors in the industry are:
• Motor Vehicle Manufacturing
Three Australian based vehicle manufacturers produce a range of passenger vehicles
at multiple plants in Melbourne and Adelaide. The industry is a significant exporter
and employs over 60,000 people. In 2010, about 250,000 vehicles were manufactured
in Australia.
• Component Producers
There are more than 200 firms producing automotive components for use as original
equipment in new vehicles and for the replacement and accessories markets. There are
around 500 firms providing specialised tooling to vehicle and component producers.
• Vehicle Importers
In 2007, almost 850,000 vehicles were imported into Australia. In addition to their
production of vehicles in Australia, local manufacturer’s imported more than 350,000
vehicles. A further 500,000 vehicles were imported by around 40 companies whose
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operations are principally focussed on vehicle import and distribution. The import and
distribution of motor vehicles generates a substantial employment base in its own
right.
• Retail, Service and Repair
The retail, service and repair sector of the automotive industry are significant
employers in their own right with around 300,000 people employed across Australia
and includes vehicle maintenance, repair of damaged vehicles, supply of aftermarket
equipment and vehicle recycling.
The automotive industry is a key driver of economic growth and provides large
benefits to the economy through the education and training of employees; the
introduction of new technologies; design and engineering capabilities; operational and
managerial concepts; and its contribution to further global integration. The automotive
industry plays the role of leading edge customer for significant parts of these supplier
industries. It is a major customer for many other Australian industries such as steel,
glass, rubber, electronics, plastics, paint and advanced textiles.
The automotive industry makes a number of significant direct contributions to the
Australian economy. Some of these contributions, such as well paid full time jobs,
have been traditionally recognised. However, the contribution the industry makes to
Australia’s national innovation system and Australia’s reputation as an exporter of
advanced manufactured products has only recently received attention by analysts.
In 2008 and 2009, vehicles sales fell as the Global Financial Crisis (GFC) affected the
Australian economy. However, from late 2009, and through 2010, the improving
economy helped lift the market. In fact, 2010 was the second best year on record in
terms of total vehicle sales at 1,035,574 units.
Australian New Vehicle Sales 2005-2011
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Figure 13 Australian New Vehicle Sales 2005-2011

Over recent years there has been a downward trend in the number of domestically
manufactured vehicles sold in Australia. In 2011, of the 1,008,437 new vehicles sold
in Australia, only 141,939 (14.1%) were manufactured locally 10 .
10

FCAI VFacts National Report, New Vehicle Sales, December 2011.
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Figure 14 Domestic and export sales of locally manufactured vehicles in Australia
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Figure 15 Sales of locally produced and imported vehicles in Australia

4.3.2

Factors Affecting Competitiveness

The Australian automotive industry has been influenced by a range of factors,
including the following:
• Sustained appreciation of the $A: A booming resources sector, strong
commodity prices and surging terms of trade have underpinned an
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appreciation of the $A of more than 30 per cent since late-2002. In addition to
working in favour of imported competition, the strong currency severely
impacts the export competitiveness of locally produced vehicles.
Australian Dollar verus US Dollar
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Figure 16 Australian Dollar versus US Dollar

•

Falling tariffs: The gradual opening of the Australian new vehicle market
has also contributed to increasing competitive pressure for local industry.
The Federal Government has assisted the transition of the industry to a
lower tariff environment, most recently via the Automotive
Competitiveness and Investment Scheme.

•

Manufacturing Costs: The cost of manufacturing in Australia is
increasing. As described in the 2008 Review of the Australian Automotive
Industry, rising costs of labour, raw materials and utilities are having an
impact on the industry.

•

Changing market segmentation: Consumer buying patterns have
undergone significant changes, reflecting the impact of rising fuel prices,
the introduction of new brands and products across a range of market
segments and changing patterns of vehicle specification and affordability.

•

Global industry restructuring: Australian vehicle manufacturers have
faced significant challenges in adapting to the competitive pressures
facing many international automotive producers and evolving global
approaches to supply chain management.

•

Global Platforms: Due to the rise of global platforms, vehicle
manufacturers are tending to source components from existing overseas
suppliers. The recently launched Holden Cruze has 35% to 45% local
content, depending upon the model.

•

Small Scale: In 2010, Australia produced a total of around 240,000
vehicles for both the domestic and export markets. In comparison,
globally, new facilities are opening with individual plant capacities far
greater than Australia’s total output.
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•

Carbon Tax: The Federal Government has announced a carbon price
mechanism that will be introduced on 1 July 2012. A report has been
prepared by PricewaterhouseCoopers Australia on behalf of the
automotive industry indicating the potential impact of the carbon price on
the vehicle manufacturing industry. The findings of this report indicate
that, based on a carbon price of $23 per tonne, this will result in increased
costs to the automotive manufacturers of more than $30 million a year.

Indicators of the competitiveness of the Australian automotive industry include
production volumes, sales to the domestic and export markets, productivity and
profitability.
4.3.3

Trade

Export of automotive products is of growing significance to the Australian economy,
amounting to $4.7 billion in 2007. This makes the automotive sector one of
Australia’s top 10 export earners and the largest manufacturing export earners. The
growth in Australia’s automotive exports has occurred despite the large reductions in
domestic automotive tariffs since 1980s.
Imports
The Australian automotive industry operates in an increasingly competitive global
environment. It faces competition from traditional automotive producers such as
Japan, the European Union and the United States, and from Asian economies such as
Thailand, China and the Republic of Korea. Australia is also one of the most open
automotive markets in the world. Of the major automotive-producing countries, only
the United States, Canada, Japan and the Republic of Korea have more open markets
in terms of the level of applied tariffs on automotive products. The European Union
applies a 10% tariff on automotive imports.
Imports have increased significantly over the last few years from $18 billion in 2002
to $27 billion in 2007, an increase of 47%. This increase came largely from a 61%
increase in vehicle imports between 2002 and 2007. Australia’s major source of
imports remains Japan (36% of vehicle and parts imports), followed by Thailand
(12%), the United States (12%), Germany (9%) and the Republic of Korea (6%). The
largest import growth has been from Thailand, which increased by $2.1 billion
between 2002 and 2007. Some of this can be attributed to the Thailand-Australia Free
Trade Agreement (TAFTA) which allows duty-free entry of Thai-manufactured
vehicles into Australia.

Exports
In 2007, total automotive exports from Australia amounted to $4.7 billion, which
places the industry in the top 10 export earners and ahead of more traditional exports
such as wheat and wool. Of this, over $2.9 billion came from the export of motor
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vehicles, and $1.7 billion came from the direct export of automotive components, that
is, components not incorporated into complete vehicle exports.
Australian Motor Vehicle Producers (MVPs) have become increasingly focused on
export markets. The Australian motor vehicle market is relatively small, and MVPs
are facing difficulty in achieving scale economies solely on the strength of domestic
sales. In 1997, only 16% of local production of Australian motor vehicles was sold
overseas. By 2007, this figure had increased to 42%. Since 2002, automotive exports
have fallen by $7.9 billion to $4.7 billion. This can be partly explained by the
appreciation of the Australian dollar, which has lessened the Australian dollar value of
exports where contracts are denominated in US dollars. However, this exchange rate
effect has been partly offset by increases in efficiencies in the automotive industry.
This can be seen by the fact that, while the Australian dollar has appreciated by 53%
since 2002, automotive exports have fallen by only 4.6% over the same period.
Given the high local content in Australian-made cars, and the dependence of
component producers on sales to domestic MVPs, exports of vehicles are very
important to the component sector. In the past few years, the Middle East has emerged
as Australia’s main export market. There is significant potential for growth in this
region, given its high level of demand for large cars. Australian vehicles are also
growing in popularity in terms of fleet sales. The demographics in the region also
suggest that the market will continue to grow. It is also expected that women will be
granted the right to drive at some stage in the future, which will potentially increase
the size of the automotive market. Exports to Saudi Arabia, the United Arab
Emirates, Kuwait, Oman, Qatar and Bahrain amounted to $2.2 billion in 2007, or
46% of total automotive exports (and 75% of vehicle exports), an increase of 19%
since 2002. Australia’s largest single trading partner is Saudi Arabia, with automotive
sales of $1.2 billion in 2007. This dependence on the Middle East market is a concern
for the industry, especially with growing competition from nations that enjoy scale
and geographic advantages over Australia. In addition, US-sourced vehicles enter the
Gulf States duty-free due to free trade agreement provisions.
Other major automotive export markets include New Zealand (16%), the Republic of
Korea (9%) and the United States (9%). Automotive exports to the United States
decreased by 64.6% from 2002 to 2007, falling from $1.1 billion to $394 million. This
could be partly due to the rising Australian dollar and the fall in the US market share
of US-owned and US-based automotive companies. The export of design and
engineering services is becoming increasingly important for the Australian industry.
While submissions to the 2008 Review of the Australian Automotive Industry did not
report on the income earned from such activities, Australia-based GM Holden is
responsible for the design and engineering of rear-wheel-drive products for Australia
and GM brands globally, Ford Australia is the design and engineering centre of
excellence for the Asia-Pacific and Africa regions for its parent company, while
Toyota Australia is one of two technical centres for Toyota Motor Corporation in the
Asia-Pacific region and one of its five technical centres globally. In addition, firms in
the supply chain are also earning export revenue through design, engineering, and
returns on intellectual property, as well as repatriating profits from overseas
operations.
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4.3.4

Trends in Automotive Production and Trade

Given the growing intensity of competition for sales volume in the domestic market,
Australian vehicle manufacturers have increasingly looked to underpin production
volumes by seeking out new export opportunities.
Australian vehicle producers were successful in increasing production volumes from
around 300,000 units a year in the mid-1990s to around 400,000 units a year in 2004.
This growth is (more than) fully accounted for by an expansion in vehicle exports.
Since 2004 however, falling local sales and static exports have reduced production
levels to below 400,000 units.
While this is an outstanding record of achievement, the export competitiveness of
local manufacturers has been adversely affected by the appreciation of the Australian
dollar against key currencies in recent times. Equally, Australian vehicle exports
continue to be narrowly concentrate in a limited number of key markets (Middle
Eastern markets such as Saudi Arabia, United Arab Emirates, Kuwait, Oman, Qatar
and Bahrain account for more than 55 per cent of the value of vehicle exports).
Some leading component producers have been successful in becoming part of the
global automotive supply chain.
Major exports of Australian made components include:
• engines to the Republic of Korea;
• braking systems to the United States of America;
• mirrors to North America and Japan;
• anti-theft systems worldwide;
• propeller shafts to the United States of America;
• heating, ventilation and air conditioning products to North America and
China.
Most component producers, however, rely on domestic sales to the vehicle producers
and the after-market.
The loss of high volume components like windscreens and engine blocks to off-shore
suppliers in Thailand and Mexico is an indication that the local component sector is
struggling to be competitive in the current policy environment.
4.3.5

WTO Tariff Commitments

Australia’s current tariffs are well below our commitments under the WTO (World
Trade Organization), providing some capacity for the Australian Government to
respond flexibly to changes in the competitive environment facing the local
automotive industry.
In its recent submission to the Federal Government’s Industry Statement, the South
Australian Government indicated it is of the view that further relaxation of tariffs and
non-tariff barriers are not necessary at this stage, as they could place further pressure
on states with more ‘traditional’ economies. The SA High Level Automotive Group
supports this view and believes that continued reductions in tariff levels at this time
will not provoke further reform of the local industry structure, nor deliver significant
benefits to the economy.
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Table 3 Current tariff levels in Australia

Current
tariff
levels
commitments Category
Low
PMV
Trucks
Buses
Engines
Body Stampings
Transaxles/ Transmissions

and

WTO Current Tariff
High
5%
5%
5%
0%
0%
0%

Low
10% 15%
5% 5%
5% 10%
10% 1%
10% 5%
10% 1%

WTO
Tariff
High
40%
20%
15%
50%
15%
25%

Binding

Given the current high level of the Australian dollar due to high commodity prices,
the benefits of any further unilateral tariffs cuts are most likely to flow to importers of
vehicles and components at the expense of local manufacturing.
4.3.6

Market Access – Team Australia

Further to the above and in meeting the need to expand production volumes, there is a
place for strengthened national policy settings, to secure market access and to
leverage overseas bids by Australian suppliers, and in connection with the actions of
State Governments, in assisting to capitalise “political” market access once won.
The Team Australia concept is supported and based on a joint government and
industry approach to developing and winning exports. Better interaction with industry
will enable more focussed efforts, particularly in relation to targeting priority markets
as identified in Attachment C.
Furthermore, the Team Australia concept should be augmented by revising the Export
Market Development Grant (EMDG) scheme and with increased support through
Austrade, by re-deploying in-market automotive industry specialists to work with the
state-based Industry Capability Networks and tier 2 and 3 component suppliers who
do not deal directly with vehicle manufacturers.
4.3.7

Non Tariff Barriers

Notwithstanding the prospects for implementation of possible further free trade
agreements (FTAs), Australian automotive exports continue to face significant (nontariff) market access barriers in the Asia Pacific region.
In the case of China, a survey of manufacturing exporters to China by the Australian
Industry Group (AiG)4 found that non-tariff barriers to Australian exports included:
• Lack of intellectual property (IP) protection;
• Lack of transparency in legal and financial systems;
• Inconsistent enforcement of import duties;
• Inconsistent interpretation of provincial laws;
• Varying customs requirements;
• Unique technical standards; and
• Restrictions on foreign investment.
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In addition to these non-tariff barriers, Australian automotive exports face tariffs of 30
per cent for cars, and tariffs of between 6 and 25 per cent for car tyres and vehicle
parts.
Australia’s automotive trade balance is thus heavily tilted in China’s favour.
The SA High Level Automotive Group cautions against any FTA with China that
would disadvantage the automotive manufacturing industry in Australia.
Effect on Vehicle Sales

Australia’s competitive advantage has long been its capability to produce competitive
large cars based on a strong domestic demand for this type of vehicle. The recent shift
in cost and price competitiveness, as well as relatively higher fuel prices, has served
to exacerbate a long-term trend of declining market share for locally produced
vehicles.
There has been a significant reversal in the balance of market share for imported and
locally produced vehicles over a period of almost two decades. The market share of
locally produced vehicles has declined from around 70 per cent in the late 1980s to 26
per cent in 2005. Sales figures for 2006 to date highlight a continuation of this trend
with locally produced vehicles accounting for only 21 per cent of all light vehicle
sales.
This decline in market share is estimated by vehicle manufacturers to have caused an
effective loss in sales of between 10,000 units in 2004 to 50,000 units in 2005.
4.3.8

Environment

Road transport and passenger road transport, is integral to economic development and
has “dramatically enhanced mobility, economic prosperity and quality of life for
billions of people”. The growth in demand for passenger vehicles in Australia and
globally, and increased use will deliver greater benefits. The challenge for the
industry and governments is to enable future road transport demands to be met in a
sustainable and environmentally responsible way. The Federal Chamber of
Automotive Industry (FCAI) acknowledges that the growth in road transport
contributes to global greenhouse gas emissions and that the automotive industry,
internationally and in Australia, has a responsibility to contribute to efforts to mitigate
the impact of climate change.
Australian passenger motor vehicles accounted for 7.8 per cent of Australia’s total
greenhouse gas (GHG) emissions in 2005. Australia has one of the oldest average
fleets among developed economies with an average vehicle age of 9.7 years.
Consequently, as new vehicle technologies are developed and become available to the
market benefits take a long time to diffuse through the vehicle stock. Globally,
automotive manufacturers are investing heavily in a range of technologies and
advance in vehicle design that have the potential to make further significant
contributions to reducing motor vehicle C02emissions. Some of the key approaches
being pursued include:
• Development of advances in electric vehicle capability and design, including
advanced battery technologies;
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• Improvements in vehicle design, including increased thermal efficiency in
engines; reduced friction loss; enhanced aerodynamics; reduced rolling
resistance; and reductions in vehicle weight;
• Advances in hybrid vehicle technology;
• Development of enhanced alternative fuels capability, including new
generation renewable bio-fuels.
• Hydrogen fuel cell vehicles.
Significant opportunities exist for the uptake and further development of a range of
these technologies by the Australian automotive industry.
4.3.9

The Federal Governments New Car Plan for a Greener Future

In 2008, the Australian Government launched the $6.2 billion New Car Plan for a
Greener Future. The Plan is providing assistance to help the automotive industry to
prepare for a low carbon future and to make the industry more globally competitive.
Features of the Plan include the following:
Automotive Transformation Scheme (ATS)
This is the centrepiece of the New Car Plan. It provides support worth $3.4 billion up
to 2020. The ATS aims to encourage competitive innovation within the automotive
industry. It puts more emphasis on investment in research and development to
increase competitiveness and productivity.
Automotive Industry Structural Adjustment Program (AISAP)
AISAP was a $116.3 million program to strengthen the automotive components sector
by facilitating structural adjustment through mergers and consolidation within the
automotive supply chain and providing training and assistance to displaced workers.
This program was due to close 30 June 2011, however, in the May 2011 Federal
Budget, the Government announced that in view of the current and emerging
pressures within the automotive industry, approximately $20 million funding from
2010-11 will now be available in 2011-12.
Automotive Supply Chain Development Program (ASCDP)
The ASCDP is providing $20 million over the four years to 2012-13 to strengthen
capabilities in the components sector and improve supply chain integration.
Automotive Industry Innovation Council (AIIC)
This Council acts as an advisory body to the Minister of Innovation, Industry, Science
and Research, and as an innovation advocate for the industry. The Council considers
industry innovation challenges like climate change, sustainability and industry
competitiveness as well as issues such as regulatory reform, workforce capability,
skills needs, access to new technologies and other priorities for industry.
Automotive Market Access Program (AMAP)
This access program was established to boost component supplier’s access to global
supply chains. Two Automotive Envoys have been appointed to promote the industry
using an expanded AusTrade adviser network in China, India, Korea and Thailand.
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The Team Australia Automotive initiative in North America has also been expanded.
This $6.3 million program will run until June 2012.
LPG Vehicle Scheme Enhancement
This Scheme provides grants for the LPG conversion of a registered motor vehicle or
the purchase of a new vehicle fitted with LPG prior to first registration, subject to
eligibility criteria. This scheme will operate until 30 June 2014.
Green Car Innovation Fund (GCIF):
This Fund was instigated to help the industry deliver improved environmental
performance required by the Australian Technology Showcase (ATS). This $1.1
billion grant program closed in January 2011 as part of the Federal Governments
saving measures to support rebuilding of infrastructure damaged by the floods in
Queensland.

Across the Australian automotive industry, a total of 16 GCIF grants have been
announced, totalling $351 million of which five are for companies in South Australia
including:
• GM Holden, $149 million for the Cruze program;
• GM Holden, $39.8 million for fuel consumption reduction initiatives on the
next generation Commodore;
• SMR, $2.4 million to develop lightweight automotive mirrors;
• Toyoda Gosei, $2.3 million to introduce and refine technologies for
manufacturing lighter automotive components;
• Hirotec Australia, $1.7 million for the development of mass production
technology for aluminium alloy vehicle hood and deck lids.

4.4

The Automotive Industry in South Australia

South Australia has played an important part in shaping the development of the
automotive industry in Australia, and remains important to the industry as a whole. It
is home to GM Holden’s major assembly operations. In addition, around twenty Tier
1 (manufacturing) suppliers are located here, with a further twenty to thirty Tier 2 and
3 companies (tooling, design, engineering and logistics). These companies in the
various sub-sectors of the industry significantly contribute to the South Australian
economy as the following indicates:
• Approximately 8,000 people directly employed. This accounts for 10% of the
States total manufacturing workforce 11 ;
• Approximately 2% of Gross State Product;
Holden currently employs around 2,400 people at the Elizabeth assembly facility. It is
Australia’s second biggest vehicle manufacturer, accounting for 40% of Australia’s
total vehicle production. It currently manufactures two platforms at this site. The large
car segment Commodore, which up to 2011 had been Australia’s number one selling
vehicle for fifteen years in a row, and the recently introduced small car segment
Cruze.
11

Federation of Automotive Products Manufacturers, Auto Industry : People
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Recent research commissioned by the State Government and undertaken by Associate
Professor Barry Burgan 12 from the University of Adelaide Business School tells us:
• In 2011, Holden purchased $530 million of supplies from its core suppliers.
• Due to the supply chain effects, the direct and first round (i.e. Holden and its
direct suppliers) of Holden’s activities are estimated to involve total
expenditure in the state of $930 million, to contribute $520 million to Gross
State Product and support 5,610 jobs.
• If the full flow through effects of this activity are considered (including the
impact of the purchases of suppliers, and the expenditure of wages and salary
income) the total economic activity linked to Holden’s operations are
estimated as $1.1 billion contribution to GSP (or 1.3% of Gross State Product)
and 11,700 jobs (1.5% of employment).
• Furthermore, Holden's closure could make some of its major suppliers
uneconomical, and not only would the state lose the supply chain that services
Holden, but also other activity that these businesses undertake. It is
indicatively estimated that allowing for this effect, the total economic activity
lost in the state linked to Holden's closure would be of the order of $1.53
billion of GSP and 16,100 jobs.
Some of the major component manufacturers based in South Australia include:
• Ai Automotive – metal stampings, welded sub-assemblies and e-coat facility
• Alloy Technologies Australia – permanent mould and hard sand precision
casting
• Australian Arrow – wiring harnesses, instrument clusters, electrical
distribution systems and telematics
• Carr Components – metal stampings and welded sub-assemblies
• Futuris – seating, door trims and headliner assemblies
• Hirotec Australia – closures (hood, doors and deck-lids)
• Precision Components – metal stamping and assembly
• SMR – mirrors and lighting components
• Tenneco Australia : Monroe – shock absorbers
• Tenneco Australia : Walker – exhaust systems
• TI Automotive – fluid carrying systems
• Toyoda Gosei Australia – rubber sealing systems, steering wheels, sunvisors
and airbags
• ZF Lemforder : front and rear suspension modules
A predominant number of the automotive companies that are located in South
Australia are foreign owned and have had local centres established to service
domestic customers. However, a number of these have been successful in establishing
successful export programs and becoming part of the global automotive supply chain.
Specific examples include,
12

The Contribution of Holden’s Elizabeth Operations to the Economy of the State of SA - A Report for
the SA Department for Manufacturing, Innovation, Trade, Resources and Energy : Barry Burgan,
Business School and Australian Institute for Social Research, University of Adelaide, 4th February
2012.
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• SMR: mirrors to North America and Japan;
• Monroe: exports to North America, Europe and Asia
Alternatively, Futuris for example, is an Australian owned company who have
developed a joint venture facility in China supplying seating systems to Chery
Automobile.
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Potential Cooperation
4.4.1

Survey Australian SMEs

The aim of this report is to analyse the strategic importance of the automotive sector
what it can offer to South Australia and Piedmont. The goal is to compare the
experiences of the two regions and to identify opportunities of cooperation between
South Australia and Piedmont. The report has highlighted the importance of SMEs for
the economy of a country and in particular we focused on those SMEs who were
originally small suppliers and then became leaders through a series of targeted
investments via technological innovation and the involvement of local universities
and research centres.
A generic comparison of the two industrial areas was then discussed through a study
related to the industrial cluster and focusing on how the Piedmont entrepreneurs
formalised their collaboration in order to become stronger, resilient to crisis, and how
their networks enable them to access more funding resources. In fact a distinctive
feature of the Italian companies is that they are characterized by a strong
interdependence of their productive cycles and are strongly integrated within the
social-economic environment that hosts them.
On the other hand, Australian SMEs are mainly international and those companies
that are Australian are strongly dependent from Holden and independent with each
other. This happens because in South Australia, SMEs are organized in an industrial
area rather than a cluster. For this reason, if something goes wrong within the big
company, all the small companies that constitute its local supply chain could be
affected. In addition, due their small size, SMEs are weaker than bigger companies
and for them it is more difficult to find funding and as a consequence is more difficult
to innovate. In addition to this, the process of internationalization is more risky for
single small companies. The Italian experience showed that the clustering strategy is a
valid answer to those difficulties and so it was decided to study if and how this model
is applicable for the Australian scenario.
In order to do this, a survey was developed in order to understand how the Australian
SMEs operate, manage their work and what kind of relationships there are among
them.
A sample of 16 Australian companies was shortlisted from the first and the second
tiers of the local automotive industry. A list of these companies and their details is
provided in appendix I. All were sent a checkbox questionnaire and at the same time a
few were selected for a series of interviews.
The questionnaire was divided in five sections and is shown below:
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4.4.2

Outcomes of the South Australian Survey

Due to time restrictions, the survey was not sent but through some visits and on the
basis of companies documentation, important cue of reflections were noted.
The study highlights that, most of the companies interviewed started their activity
either as supplier of the bigger Holden Company or in the automotive industry in
general. During their history, they started an important process of diversification,
mainly in different branches of the car industry that allows them to become leaders in
their sector. The reasons that pushed the companies to change their business were
reasons of innovation, mergers and acquisitions, to increase their volume of sales and
to adapt to the market changes.
In order to innovate and diversify, the companies had to face some difficulties,
particularly in sourcing finances and incentives from the state government. Another
important issue that companies had to confront and keep working at was the high
level of shortages of skilled people and patents.
The last point is a consequence of a structural weakness that characterizes Australia’s
SMEs. In fact the companies generally don’t have strong or relevant relationships
with the local Universities and centres of research. This fact makes it more difficult
for the companies and universities/centre’s of research to match their demand and
offer skilled people and patents. In this context a relevant example of confronting this
problem is provided by “Futuris”, that in collaboration with some other companies
and universities built a centre about green technology, but after an initial successful
period, the centre then became smaller and now it’s a small centre where they still
conduct some research.
Most of the companies shortlisted operate internationally and some of them are
worldwide leaders in their sector. Adapting to new markets and countries was the
most relevant challenge that companies had to face when they decided to expand
internationally. In fact this entailed the need to rethink their internal organization, to
adapt to the new culture and to face entry barriers and finding funding. Secondary
consequences were the implementation of new marketing strategies and adaptation of
products to meet the legislation of new markets. On the contrary, stakeholders’
willingness, international patent protection and the establishment of foreign sales
function and after-sales service adaptation were lower priority issues.
The most important issue that our study found concerned the relationships among the
SMEs. In fact even though in Australia there are no clusters, some of the companies
have a mutual form of collaboration in sharing market and resource information.
Almost all the companies interviewed said they see the clustering strategy as a
theoretical great opportunity but that it’s an ideological issue very difficult to
implement. In fact, to adopt the cluster model it would mean big change requirements
in the current industrial culture. In Australia, companies started their businesses and
grew up independently with strong competition. Moreover, due to the great growing
opportunities offered by a fast-growing economy like Australia’s, the companies
never had the need to collaborate in order to become stronger. Indeed, Australian
SMEs are generally conservative and do not like the idea of strong collaboration
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according to the cluster model and they are not inclined to share their own industrial
policies.
For all these reasons it would be important, as suggested also by some of the
companies, to clearly demonstrate to them all the advantages that can be achieved
through the development of clusters. It is also fundamental to offer continuous
encouragement and support to companies in order to overcome any cultural and
organizational problems often viewed as obstacles.
It is also important to highlight that, as explained throughout the report, in
encouraging companies to adopt the cluster model also means to spur them to become
more integrated with the territory that hosts them. Building collaborations with local
Universities and centres of research also have the goal of promoting the development
of the region in accordance with the endogenous growth theory of a country.
Interviews with Italian SMEs

At the same time as the above survey was conducted, about 20 companies were
shortlisted that are part of the automotive cluster in Turin/Piedmont. All of them are
leaders in their sector and they started their business as simple suppliers. They were
asked about their developing process, how they became independent from FIAT, what
are the difficulties Italian SME’s have to face either in time of crisis or to innovate
and how is it possible to overcome some of these problems through the collaborations
and the relationships among the cluster.
Their experiences were fundamentally important in order to analyse and understand
the evolution process of the automotive cluster from the Italian SME point of view. A
list of these companies and their details is provided in appendix II.
Opportunities for both regions

This first link could be to contribute towards the start of collaboration between the
two regions of Piedmont and South Australia where it would be mutually beneficial.
Through cooperation, Australian SMEs would have the opportunity to study and
analyse the Italian clusters and with targeted support, to adapt some of their solutions
to the Australian scenario. This could be an effective solution to the ideological
difficulties confronted in the implementation of a clustering strategy. For Australian
companies, this could be a key opportunity to start to see the advantages of
developing a cluster and this could help to face the current scepticism that constitutes
one of the main obstacles to it.
On the other hand Italian SMEs would have a great opportunity to expand
internationally in collaboration with Australia’s rapidly growing economy, not only
on their own but also as a cluster in order to become more independent from the big
companies that they supply and at the same time to strengthen the interdependence
with their local region.
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5 Conclusions
This study highlighted that in Australia the cluster concept is not applied in the
automotive industry and, unlike Italy, Australian SMEs are organised in an industrial
area and strongly dependent on big companies like GM Holden Ltd, Toyota and Ford.
This is a risky situation for SMEs who have to face innovation and
internationalization problems independently. In addition to this, they are more
vulnerable when things go wrong with the large companies they supply to.
The Italian cluster experience was presented as a valid answer to those difficulties and
also the local region, Universities and centres of research have the opportunity to take
advantage of it. Through a survey, the report looked at if and how this model is
applicable to Australian companies and found that the clustering strategy is a
theoretical great opportunity for them but at the same time also a big cultural change
that would be difficult to accept and implement.
As suggested by some of the companies, the role of the National and State
governments is important in order to clearly demonstrate all the advantages that can
be achieved through the development of clusters. It is also fundamental to offer
continuous encouragement and support to companies in order to overcome any
cultural and organisational problems often viewed as obstacles. Through cooperation
between the two regions of Piedmont and South Australia, Australian SMEs would
have the opportunity to study and analyse the Italian clusters and with targeted
support, to adapt some of their solutions to the Australian scenario.
A key consideration that this study found is the importance of the added value concept
that clusters bring. The Italian experience highlights how important it is to associate
the product with technology, knowledge and recognisability of the brand that is
identified not only in a single company but also within the whole cluster.
Examples of brands identified in clusters in Italy are:
• Sanitary cluster in Mirandola;
• Food: Crudo di Parma consortium and Parmiggiano Reggiano;
• Sofa industry in Apulia and Matera (Natuzzi)
• Eyewear district in Belluno (Luxottica)
• Ceramics in Sassuolo
• Marble district in Carrara
All these examples suggest that the cluster model can be applied not only in the hightech industries like the automotive one but can also suit well with all those sectors
characterised by the presence of a high concentration of small-medium enterprises
strongly connected with the local region that hosts them.
Australia is already taking in consideration the cluster idea in order to assist and
promote innovation among the SMEs and to highlight its core industries such as the
automotive and the agro-food sectors.
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The Automotive industry is a sector of key importance for the South Australian
economy and the example of European cluster model is considered a best practice that
could be implemented in SA. A bilateral cooperation in this sector between the two
regions of South Australia and Piedmont would not only be beneficial for their
companies. The local universities and centres of research of the two regions should be
involved as expected according to the cluster model. With the involvement of a well
organized governance this could lead to the development of a “global market labour”,
where the demand and availability of skilled people, ideas and patents from
companies and universities/centres of research can be matched. As a result, both the
regions would grow appealing to the local strengths (endogenous growth) in an
international scenario, a great opportunity that companies and regions should not
underestimate.
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Annex
I.

Automotive Manufacturers in South Australia shortlisted for interviews.

Company
Ai
Automotive

Products
• Metal
stampings
• Welded subassemblies
• E-coat facility

Contact Address
Charles Sturt
Industrial Estate
20 Cheltenham
Parade
Woodville SA
5011

Contact Website
http://www.aiauto.com.au/

Arrowcrest

• OE steel and
alloy wheels

28 Sheffield Street
Woodville North
SA 5012

http://www.arrowcrestgroup.com.au/

• Plastics
suppliers and
products
business

5 Oldham Road
Elizabeth South
SA 5112

http://www.aquatek.com.au/

Carr
Components

• Metal pressings
• Welded subassemblies.

336 Richmond
Road
Netley SA 5037

http://www.carrcomponents.com/#!/home

Cubic Pacific

•
•
•
•
•

Edinburgh Park
SA 5111
60-70 Purling
Avenue
Edinburgh Park
SA 5111

http://www.cubicpacific.com/

• Metal
stampings
• Welded subassemblies
• Tooling

622 Port Road
Beverley SA 5009

http://www.precisioncomponents.com.au/

95 Womma Road,
Elizabeth West
SA 5113

http://www.p-e-s.com.au/

Cutler Brands

• Screen, pad
and digital
printing
processes

33 Humphries
Terrace
Kilkenny SA 5009

http://www.cutlerbrands.com.au/

Diemould

• Tool design
and
manufacture

2 Dunorlan Road
Edwardstown SA
5039

http://www.diemould.com.au/

ROH
Automotive
Blown
Plastics

Futuris
Automotive
Group

Precision
Components

Priority
Engineering
Services
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Plastic painting
Plastic printing
Seating
Door trims
Headliner
assemblies

http://www.futurisautomotive.com/

Intercast and
Forge

• Engine,
transmission
and brake parts

1 Schumacher
Road
Wingfield SA 5013

http://www.intercast.com.au/

Milford
Industries

• Load restraint
devices
• Cargo barriers

20 Fitzroy Avenue
Camden Park SA
5038

http://www.milford-auto.com/

Mullins
Wheels

• Alloy wheels

25-47 Cheviot
Road
Salisbury SA 5108

http://www.mullins.com.au/

Multi Slide
Industries

• Wire working
company

http://www.multislide.com.au/cgibin/index.cgi

Numetric

• Production
machining of
cast/extruded
components,
assembly and
powder coating

15-21 Coongie
Avenue
Edwardstown
South Australia,
5039
13-19 Johansson
Road
Wingfield SA 5013

Sonnex

• Steel processing and
laser cutting

162b Philip
Highway
Elizabeth SA 5112

http://www.sonnex.com.au/

http://www.numetric.com.au/
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II. Automotive Manufacturers in Piedmont shortlisted for interviews.

Company
Albesiano
SISA Vernici
S.R.L.

Bertone S.P.A.

Products
• Electrical
insulating
varnishes and
resins
• Varnishes and
paint for
industries
• Automotive
Design

Bulloneria
Barge S.p.A.

• Nuts and bolts

D-Cubed
S.R.L.

• Products and
processes
engineering.
• Designing and
production of
electronic
components
• Power and signal
cables for all
leading controls
manufacturers.
Design of
custom-made
cables to meet
specific
customers’
requirements.
• Robot/control
connection cable
for connection
with modular
connector. MIL
standard circular
connectors.
Pipes
assemblies.
• Bearings

Electroparts
S.p.A.

High
Technology
cables&connec
tors S.R.L.

ICSA Industria
cuscinetti
S.p.A.
Martinplast
S.p.A.

• Plastic stamps

Marval S.R.L.

• Engine
components
• Trasmission
gears
components
• Suspension
components
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Contact Address

Via Rigolfo 73

Contact Website
http://www.albesiano.com/

10028 – Trofarello
Torino

Corso Peschiera 223
10141
Torino
Via Pietro Micca 22
10100
Torino
Via Beaumont 10
10100
Torino
Loc. Pratorotondo 8
12060 –Bossolasco
Cuneo

http://www.bertone.it/profilo1.htm.

Via Osella 7/9
10040 – Leini’
Torino

http://www.htcsrl.com/it.html

Via Giotto 4
10080 – San
Benigno Canavese
Torino
Via Guido Rossa 2
10024 - Moncalieri
Torino
Regione Masero
10081 –
Castellamonte
Torino

http://www.icsa-spa.com/

http://www.bulloneriabarge.it/mapsite.htm

http://www.dcubed.it/

http://www.electro-parts.com/

http://www.martinplast.it/

http://www.marval.it/link/home.htm

• Tool design and
manufacture
• Production by
cold stamping of
sheet metal
components
• Hot forging steel
components

Via Luigi Emanuel
4
10010 – Vialfre’
Torino

http://www.omsea.it/home.html

Via Rivara 11
10080 – Busano
Torino
Regione Cravero 5
10080 – Rivara
Torino

http://www.silcaforging.com/

Corso Moncenisio 5
10090 – Rosta
Torino

http://www.sirena.it/en/index.asp

• Locking systems
• Window and
back window
cleaning systems

VIA IV
NOVEMBRE 30

http://www.sogemispa.com/

Stamet
Stampaggi
Metallici S.p.A.

• Electrophoresis
• Metal pressing
• Painting

Strada Goretti 2
10080 – Feletto
Torino

http://www.stamet.com/

Tecnomeccanic
a S.R.L.

• Aluminium die
cast products for
lighting and
automotive
sectors
• Innovative
Materials

Via Fauser 37
28100 – Novara

http://www.tecnomeccanicaspa.com/

Via G. Pastore 5
28010 – Briga
Novarese
Novara
Via Monte Rosa 1
13019 – Varallo
Vercelli
Via IV Novembre
30
12025 – Dronero
Cuneo
Via
Circonvallazione 7
10011 – Aglie’
Torino

http://www.texno.it/Ita/master.htm

OMSEA S.R.L.

SILCA S.R.L.

SILFAS S.R.L.

Sirena S.p.A.

SO.GE.MI.
S.p.A.

TEXNO S.R.L.

Tosi F.lli
S.R.L.
V.E.B.E.
Elettromeccani
ca S.p.A.
VALVITAL
S.p.A.

• Forks for
universal joint
• Flanges
• Crankshafts
• Camshafts
• Signalling
aboard vehicles

• Production of
small metallic
items
• Electromeccanic
components
• Hot forging
• Metal steel
machining

http://www.silfassrl.com/homepage.html

12025 – Dronero
Cuneo

http://www.tosi.it/it/TOSI/home.html

http://www.vebe-spa.com/products.html

http://www.valvital.it/
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