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TEXMA: a case study of an Italian investment in Kerala, INDIA
Emanuele Romanato, Chairman 
In our country, about 94% of enterprises are SMEs. The main feature of such enterprises, especially of the one operating in the North-eastern Italy, is to be export-oriented. 
I would like to emphasise the word "exporters", since few, still too few, of them have a mentality and a consequent approach to the global market focused on international marketing strategies. 

This brings about problems that we already know, such as an irregularity in the export flow due to exchange rate fluctuations (USD for example).

Many SMEs manufacture niche products and in some cases also global products. By "global product" I mean products that are present in all the markets. 

A global product, or the globalisation of a product, can be estimated on a scale in which the first position is represented by, for instance, petrol. It is easy to think about petrol as the "most global" product.

Assuming a list of products, ranging from the most to the least global, on the last position we can locate typical products and specialities of single regions.

Pointing out the degree of internationalisation of a product could be a game to play together!
Today we do not have the time to play, so I hope you agree to consider Mat as a global product.

What kind of mat?

The door-mat we all keep outside the door of our houses. The typical coir mat on which we clean our shoes before going in.

The main character of the "case history" I would like to talk about is exactly this MAT.

The most part of coir for the manufacturing of mats is produced in India. The most part of producers is Indian too.

Imagine that in the whole Europe there are about 5 manufacturers of coir mats and all of them are classified as SMEs. Their turnover ranges between 2.5 and 15 million of EURO.

The most ancient manufacture of coir mats in Europe is represented by the company Giacomini & Gambarova, based in Treviso (Italy) and founded in 1910. The company is also the main shareholder of TEXMA. 

The TEXMA project is interesting since it fits into an operative scheme that my Indian colleague, Mr. Vijaya Ragavan, and I elaborated and organised, as UNIDO consultants for the IBIS Programme. IBIS is an operative programme addressed to the European SMEs willing to work in India in different sectors of production.

Before entering upon the subject of the TEXMA Project, I wish to explain the main features of the IBIS Programme.
The first-generation entrepreneur during the initial phase of planning and implementing a project requires comprehensive guidance and hand-holding.  IBIS is an institutional mechanism facilitating the full range of promotional support including advisory services for project planning, access to affordable space and shared services and above all bringing together professionally compatible promoters of SMEs.

The most crucial benefits offered to the participants of the IBIS programme are reducing the start-up time as well as start-up costs.

For the Italian SME, the advantages are obvious:

· Selection of an appropriate business partner.

· Cost-effective site for initial business establishment

· Lowering the risks of investment

· Reservoir  of highly qualified professionals and skilled manpower at a fraction of the cost prevailing in Italy

· Opportunity to use the resources – people, facilities and knowledge-base – of the Indian partner as a off-site division for the development of products and services, a launching pad to enter Indian or Asian market.

· Facility to use the Italian operation for more value added products and services.

The Indian entrepreneur too does derive significant benefits by participating in the IBIS programme.  These include:

· Insulating the process of translating a new technology into a viable enterprise against most of the common risks

· Upgrading and shortening  the process of innovation

· Sharing the equity capital of the project

· Accessing to large, more diversified markets and, hence, larger turnover and profitability
Let's now enter upon the part that I consider salient in the operation of productive investment of TEXMA.

Before getting in touch with us, TEXMA had tried several times to reach an agreement for establishing a joint-venture with Indian manufacturers. The problems they had to face were mainly linked to the definition of a strategic agreement and to the differences between the European and Indian mentalities. 

In fact, TEXMA is a typical Italian, and European, SME managed by the members of the family of the entrepreneur himself, while Indian businessmen usually own other companies engaged in different sectors and the management of the plants is consequently carried out by external executives. They are excellent managers, but they can hardly "feel" the business as the Italian entrepreneur does.

Locating a factory in India was a strategic goal for TEXMA and the above mentioned problems were hampering the efforts of internationalisation. The idea was anyway to establish a joint-venture, finding the way carrying out the negotiations in a different way.

When asked for advice, we analysed the case, together with the Italian and Indian staff of our company TQM Universal Export Limited, and we proposed a solution that could fit into the IBIS Programme.

The owner of TEXMA agreed on the proposal, so, at the end of 1999, we prepared together a steady pace work-plan, with a deadline of one year maximum!

We evaluated the hypothesis of productive location, trying at the same time to reach a partnership agreement. In this case, the local partner is not a company, but an individual Indian entrepreneur, expert of the relevant sector.

The strategic choice of the location was the State of Kerala, since it offers the main concentration of coir production. (The only alternative was the State of Tamil Nadu)

Moreover, we could benefit of the additional advantage that the local partner is from Kerala, therefore able to solve more easily the problems linked to the development of the new company.

Another essential part of our case history is represented by the service package (industrial building ground, direct supporting incentives) that the Government of Kerala provides through its Agencies for Development: KDC and KINTRA.
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