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1 We would like to thank Elisabetta Cervone, Xavier Freixas, Giorgio Gobbi, Marcello Pagnini, Fabio 
Panetta and Angelo Zago for helpful comments. The usual disclaimer applies. The opinions expressed 
in this paper are those of the authors only and in no way involve the responsibility of the Bank of Italy 
or of any other institutions with which the authors may be affiliated.  We also thank Marco Massitti for 
his excellent research assistance.   
2 For a review, see among others, Armendáriz and Morduch (2005). 
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3 This mechanism is similar to a collective credit agreement. As stressed by Armendáriz (1999), in 
contrast to the standard bilateral creditor–borrower debt contracts, such agreements involve, on a 
collective basis, a group of borrowers without collateral who are linked by a ‘‘joint-responsibility’’ 
default clause: if any member of the group defaults, other members have to repay to the bank her share 
of the debt, or else the entire group loses access to future refinancing. 
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4 The new Basel II accord qualifies most MLGC as guarantors, if their guarantee product is in line with 
the regulatory requirement (Gai, 2005; Vallascas, 2005). This will allow banks to reduce regulatory 
capital on their SME loan portfolio. 

 



 
 
 

 

5 

!����������	 ��	"���	 ����������	 ��	 �	����	 ������	  ��	���$�%	&�	�����	 ���
��	!�	

����	!������	� ��
	���	������	�� ��
��	����	���$�	�����	�����	 ��
�%	

-�	����	����	!������	� ��
	���������������	�  ���	���	����	� 	�������	 ��	

�����	 
�
����%	 ;���	 �����	 ��
	 ��	 ��������	 ��
�	 �����	 ��	 ���	 ��������	

 ����������	 � 	 � ��
	 ��	 �����	 ��	 ���������	 ���	 ����
���	 ������	 � 	 ���	

����������	� 	����	��	���

�����	�� ��
�����	"�����
�%	&�	"����������	!�	*��� �	

!������	��	�"��
��	�����	�+����	  ��	� ��
	���	!������	�������������	��	���	

���������	  ���	  ��
	 ���	 "�����	 ������	 
��	 �
"��*�	 ��	 �����������	 ���	

�� ��
�����	 ���������	 �������*��	  ��	 � ��
%	 &����	 ��"�������	 ��	 �����������	

����������	 ��	 ����	  ��	 �����	 �  ����%	 ������	 �����	 ��	 !���	 �������������	 ��	

� ��
	 ��H�%	 ;������	 ���	 ���	 � ��
	 �����*�	 �������������	  ��
	 �����	 ���	

�������	��*���
�����	������	3�	"��	����	� 	� ��
	�����*�	����	�������������	

����������	��	�*�����	 ��	
���	����	?�	"��	����	� 	���	�����	 ����%	&�	�������	

"�����	 ����	
��	����	�
"��*�	��	�����������	���	�� ��
�������	�  �������	 ��	

� ��
%	5�	���	�����	"�����	 ����	�����	�	��"����	"�����
	� 	
����	��H���%	5�	

���	�����	�����	��	�����	����	��	���	����	����	���	"�������	� 	"�����	 ����	����	

���	� ��
	
��	���*��	�	"�����*�	 ������	 ��	 ���	������	�����	 ���	��"�����	� 	

���	� ��
	� 	����������	
���	�+������	 ����	����	
��	��	����	��	����������	

����������	���	������	���	���$	��������	��	�	"��*���	������%		

/��	 
���	 �������	 � 	 ���	 "�"��	 ���	 ���	  ����!���%	 ������	 �
���	  ��
�	

�  �������	!���	�	� ��
	������	  ������	��	 ��������	 �����	 ����	���	����� �������	

��!��	����	�����	�
���	 ��
�B	���	���� ��	 ��	�������	 ��	�
���	 ��
�	�������	��	

���	 ;����	 !����	 ���

�����	 �� ��
�����	 "�����
�	 ���	 ���	 
���	 ��*���%	

;������	�  �������	 ��
�	��*�	�	"����������	��	��	����	�� ����	��!��	����	�����	

 ��
�	!���	 ���	 ��
�	 ���������������B	 ���	 "����������	 ��	��	 ����	 �� ����	 ���"�	

������������	� 	���	 ��
	��	�������	��	���	;����	� 	&����%	/�����	��	��������	��	

���	��
���	� 	 ��
�	�  �������	��	�	� ��
	�
"��*��	���	"���,
���������	�  ���	

���	�"	��	�	��
��B	!���	 ���	��
���	� 	�����!���	 ��	 ���	����"	���������	���	


����	 ���	  ���	 ������	 "�����
	 �*����
��	 ���	 ���� ���	 � 	 "���	 
���������	



 
 
 

 

6 

��
���	 ��
	����������	 ��
�%	

/��	"�"��	 ��	������H��	��	  ����!�%	;������	�	 ��*��!�	 ���	����������	���	

���������	 ���	 �  ����	 � 	 �	 ����",�������	 ����������	 ��	 ��������	 ���

�����	

�� ��
�����	"�����
�	 ��	 ���	���$, ��
	�����������"%	;������	4	"�������	��
�	

 ����	 ��	 ���	 ����*���	 ���	 ���	 �������������	 ���������������	 � 	 � ��
�	 '
���	

�������	 ���	 "��*����	 ��	 ���	 �""����+(%	 �
"������	 �������	 ���	 ��"�����	 ��	

;������	 E�	 !����	 ;������	 ?	 ���������	 ����������	 � 	 ���	 �������	 ������������	

�
���	 �����	 ������	 ���	 �  ����	 ��	 � ��
	 ���� ��	 � 	 ���	 ����"	 ��H�	 ���	 ���	

"�����	�!������"	� 	���	 ���%		

"� �� #�$���������%#�����&��'��$������!�������������##�����������

&������	 � ��
	 ���	 ��"������	 �����������	 �����	 ���	  ��
	 � 	 ���������	

���"�����*���	!����	���	���,"�� ��	��
"�����	 ��	���	��""���	� 	���	
�
����	

���	!���	���	��������	� 	�	����������	 ���%	&������	� ��
	��*�	��	��	�������	

��	�	�"�����	��������	'�+	���%	3��	� 	���	&������	:��$���	��!(	���	���	���.���	��	

"���������	����������	����	!���	����	�����	�	�"��� ��	���������	� 	����*���%	

/��	��"����	����!
���	� 	�	� ��
	'�����	��"����	���	���$	 ����(	���	��	

��	���	����	����	�?�%���	����%	
�"����	���	���$	 ����	
��	����	��	����������	

��	 �����	 "������	 '�����	 ���	 �������	 ��*���
����	 ���
����	 � 	 ��

�����	

�������������	������H�������	��������	������������(%	)�!�*���	��	�����	���	 � ��	

� 	���	��"����	����!
���	���	��	��	"���	���	��	�  �������	 ��
�%	5�	���	����	� 	

�� ��
�����	��������	��	������	���	�������� ����	������	���	�����	� 	� ��
�G	

��"����	����!
���	��	"���	��	;� �%		

/��	"��
���	����*���	� 	� ��
	��	��	"��*���	
�
����	!���	����������	

��	 ��	"�����	 ��	 ����������	 ��	���$	�����%	���	 ����	"��"����	 �	���������	  ���	

'���������	 
�������(	 ��	 �����������	 �����	 ��	 �����
���	 !���	 �	 ���$	 ���	

 �����	 ��	 
�
����	 �������	  �+��	 
�
������"	  ���	 ���	 ��

�������	
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"��"��������	��	���	�����	�������	'�%�	��	3%�	"��	����	� 	���	 ��������	 ��	���	

��������	 � 	 ���	 ���������(%?	 /��	 ���$	 !���	 !����	 ���	 � ��
	 ���	 ��	

�����
���	��	!������	��	�����	������	��	
�
���	�����"�����	 ��	�	I
����"��J	� 	

���	���������	 ���%	&�	&����	���	�����	��	���������	���!���	3�	���	��	���	��	��	

���$��	��	���	"������	� 	"���	������	��������	��	���"���	� 	���	
�����	���������	

 ���%	&�	�����	���������	���	
�+�
�
	��
��	� 	���	I
����"����J	
��	��	 �+��	��	

��������	��!%	���	�+�
"���	��	���
���	���	;!��H������	���	�
����	� 	������	

�������	
��	���	�+����	3�	��
��	���	���������%	��������	����������	
��	����	

��	 ����1	 ����	 ��
�	 ��������	 ��	 ���	 �  �������	  ��
�	 ���	 ���	 ��������	 ��	 �	

"�������	���������	 ���	
������	��	���	���������
%	

&�	 ����	 � 	 �����*����	 ���	 ���$	 ���� ���	 ���	 � ��
	 � 	 ��	 ������	 ��	

����*��	���	����	���	��#�����	���	���������	 ���	��	��$�	������%	/��	� ��
	

����$�	 ���	 ��#����	 ���	 � 	 ��	 ��	 .���� ����	 �������H��	 ���	 ���$	 ��	 ���!	 ���	

�
����	 ������"������	 ��	 ���	 ���$	 ����
��	 ��	 ���	 � ��
	 '��"������	 ?�	 "��	

����	� 	���	����(%	/��	���$	"�������	!���	���	������	��	����*��	���	�����	��	���	

����������	� 	!�����	��	�� ��
�	���	� ��
	� 	���	������	� 	�������	�����*��%	& 	

���	 ������	 ��	 ������� ��	 ���	 ���$	 ���
������	 ���	 �
����	 ��*�����	 ��	 ���	

���������	 ���%	& 	��	��	���	������� ���	���	����	��	���	� ��
	��	 ����%6	

��	���	���	� 	���E�	
���	����	���	��� 	� 	&������	� ��
	!��	�  �������	��	

���	 � 	 ���	  �*�	 
���	  ����������1	 ������,����	 '��� ��(�	 �������� ���	 ���	

���������	 '
��� ��������(�	 ���������
 ���	 ���	 ����� ���	 '��

�����	 ���*���	

���	 ������
(�	  ��	 �	 �����	 � 	 ��
���	 ���	 
������	 � 	 �  �������	  ��
�	 '/����	 3(%	

� ��
	 ��	 &����	 ���	 ������H��	 ��	 ��
�������	 ����*���	 ���	 �����	"�����������	


��	��������	���	�*�����	���$%	)�!�*���	�	����	������	� 	"�����*�	�����������	

��	 ��������	 ����*���	 �
"�� ���	 "���	 
���������	 ���	 �������	 �������	 ���	

                                                           
5 Some MLGCs with a low amount of funding or guarantees may ask for a deposit of around 5 per cent 
of the amount of the loan that is returned when the loan is repaid. 
6 At the second level of the guarantee system, there are sometimes second-tier mutual consortia that are 
set up by groups of MLGC. Their function is to reinsure, or in other words to counter-guarantee, 
MLGC in order to reach a broader sharing of the financial risk involved. At the same level reinsurance 
entities funded by regional governments may operate. 
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���������	 � 	 ���������	 �� ����B	
����*���	$��"���	�"��������	!�����	�	��
����	

������"�����	����	����!�	 ��	�	��������	$��!�����	� 	���	�����	 ��
�%	

/��	 �*�����	 ��
���	 � 	 �  �������	  ��
�	 "��	 � ��
	 *�����	 ���!���	 �	


���
�
	� 	 64E	 ��	 ���	
��� ��������	 ������	 ��	 �	
�+�
�
	� 	�%?F�	 ��	 ���	

��

����	 ������%	 /��	 �����	 *����	 � 	 �����	 ���$��	 ��	 
�����	 ����������	 ��	

�������	����	��	��������	����B	������	���	�����	��	�����	���	 ��
	� 	�����,���
	

�������%	/����	����������	�
������	��	�%�	���������	!���	��	�*�����	*����	� 	

���	 ���������,��,����	 �����	 � 	 
���	 ����	 ���	 �����%	 ����������	 ���	 
�����	

��
"����	��	
�������	 ����	����	��"������	���!���	�4	���	F�	"��	����	� 	���	

�����%	 ��������	 ����������	 ���	 
���	 ��*���"��	 ��	 ���	 
��� ��������	 ������	

!����	���	�*�����	��H�	� 	 ��
�	��	������%	

5��	  ������	 � 	 ���	 &������	 � ��
	 �����
	 ��	 ����	 ��	 ��	 ���������������	

��*���"��	 �
���	 ������"�����	 �����%	 � ��
	 ����*���	 ��	 ������������	 ��	 ���	

=����	 !����	 ���	 "�������	 � 	 �
���	 ���	 
����
	 ��H��	  ��
�	 ��	 
���	

!����"����%	 � ��
	 ���	 ����	 ��*���"��	 ��	 ���	 ;����	 ���	 ���	 &������	

'� �HH�������(	����	 ��	 ���
�	� 	��
���	� 	�  �������	 ��
��	�*�����	��"����	� 	

���������	���	*����	� 	����������	'������	3(%	/���	
��	��"���	���	����	��	���	

�
���	��
���	� 	 ��
�	����	��*�	���	���������	���������������	��	.���	�	� ��
	

��	 ����	 "���	 � 	 &����	 ���	 ����	 ��	 �����	 �����	  ����1	 �(	 �������	 �*����������	 � 	

"�����	  ����	  ��	  ��
�	 �������	 ��	 ���	 � �HH��������	 ��(	 ���	 ������*���	 ������	

��*���"
���	� 	� ��
	�����
	��	���	;�����	���(	���	����	������	� 	�"�����	� 	

;� �	 ��	 �����	 �������%	 ��	 ���	 ���	 � 	 ���E�	 ������	 ����������	 ��	 � ��
	

��"��������	 ������	 �	"��	 ����	 � 	 �����	�������	 ��	;� �	 ��	 ���	� �HH�������	

�������	34	"��	����	��	���	
�����	���	��	���	=����%	

���������	 ��	 �� ��
�����	��������	��	���	&������	
�����	>�������	 '
>(�	

��	 ���	 ���	 � 	 0���	 ���?	 ������	 ??	 "��	 ����	 � 	 &������	 ���$�	 '�+�������	

��������	 � 	  ������	 ���$�(	 ����	 ��	 ;� �	 �  �������	 !���	 �	 � ��
	 '/����	 �(%	

������	���	�����	� 	 ��
�	�  �������	��	�	� ��
	���	�������	�����������"	!���	

�����	 ���$�	 '�����	 !���	 �����	 ������	 � 	 
���	 ����	 ��	 ��������	 ����(B	 ���	
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"���������	 !��	 �#���	 ��	 ��	 "��	 ����	  ��	 
����
	 ���$�	 '!���	 �����	 �����	

���!���	��	���	�	��������(	���	��	E6	"��	����	 ��	�
���	���$�	'�����	!���	�����	

������	����	����	�	��������(%	

(� �����!� ����� �������##� ���������)� $�� � �����#*'� ���� !���� ���#�#���
���#��#����*�

&�	����	��������	!�	��������	���	
�������
	�������	!����	�	 ��
	�������	

��	 ��$	 �	 ����	 ��������	 ��	 �	 ���$	 ��	 ��	 
����	 � 	 �	 � ��
%	 ��	 !�	 ���������	

���*��	!�	�����	����	� ��
	
��	
�������	���

�����	�� ��
�����	"�����
�	

��	 ���	 ������	 
��$��	  ��	 �"�#��	 �����!����	 !������	 �����	 ���������	

����������	 ��	 
���	 ��������	 ����	 ���	 ���	 �*�������	 ��	 ���$�%	 ��	 �	

�����#������	���$�	
��	�����"���	���	!����������	� 	� ��
	��	"���	����������	

��	�	����	������	� 	�����!���	������,!����������	 ����	��!�����	����	 ��������	

�����%		

���
	��	�
"������	"����	� 	*��!�	 ���	��
"������	���!���	����	 ��������	

�����	 "���	 ��	 � ��
	  ��
�	 ���	 �����	 "���	 ��	 �����	  ��
�	 ���	 ��	 ��$�	 ����	

�������	���	 ��
	�������	��������%	

-�	���	�����������	���!���	�!�	"�������	�����1		

�(		���	�����!��	��$�	 ����	�	� ��
	 ��	"������	����������	���	����	��$�	�	

���$	 ��	�	����B		

�(		���	�����!��	��$�	 ����	�	���$	 ��	�	����	���	�����	� 	��.������	
��	��$	

�	� ��
	 ��	"������	����������	���	����	��$�	���	���$	 ��	�	����	�����%	

&�	 ���	  ����	 �����	 ���	 "���	 � 	 �""�������	  ��	 �	 � ��
	 ���������	 ��	

"����������	 ���	 !����	 ���	 � 	  ��
�%	 &�	 "��������	 ���	 ��	 ���	 ����	 ��������	 � 	

� ��
	���������	�����������	����	I����J	 ��
�	��$	�	� ��
	 ��	����������%	&�	

�����	 ���
��	 ���	 �����!��,� ��
	 
�������	 ��	 ����������	 ���	 ����	

�����������	��	���*��	��	���	����	��������	� 	� �
�	���������	����������%	&�	
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����	 �����+��	 ���	 ����������	 �  ���	 � 	 ���	 !����������	 � 	 � ��
	 ��	 "���	

����������	��	 ����	�����*����%	

&�	 ���	 ������	 �����	 ���	 �����!��,� ��
	 
�������	 ��	 
���	 ��
"��+	

�����	 ���$�	 ���	 ��	 �	  ����	 ��������	 � 	 "��������	 �����!���%	 &�	 "����������	 ��	

����!���	 ��
�	 �������������	 ��	 ���$�G	 ���������	 �����������	 !�	 �����	 ����	

���	"���	� 	  ��
�	��$���	�	� ��
	 ��	����������	��"����	���	����	��	� �
�	

���������������	 ���	 ����	 ��	 ���$	 ���������	 �  �������%	 ��	 �	 �����#������	 ���	

�*�����	�  ���	� 	���	!����������	� 	� ��
	��	"���	����������	�� �����	����	���$�	

���	� �
�	�������	��	����	����	�����!���%	/����	���	
���	���	���$	��	����	��	

������ �	����	�����!���	���	!����	��	���	�*�����	#������	� 	 ��
�	��$���	 ��	�	

� ��
	 ����������	 �����	 �����	 ���	  ��
�	 !����	 �����!���	 ��#����	 ���	 ����	

"��*������	 ��.�����	  ��
	 �	 ���$%	/���	 ��*����	 �  ���	
��	 ��	 ��	 ������	 �����	

���!�����������	 ���	 ������	 ��������	 � 	 � ��
	 ���������	 �����������	 !�	

!����	 �����*�	 �����	 �����������	 ��	 ���	 !����������	 � 	 � ��
	 ��	 "���	

�����������	 ��
�	"��	�	������	��������	�����	��
"����	��	�����	 ��
�%		

=���������	 ��
�	������	���!���	�����	�!�	"�������	��#������	� 	�������	

���������	 ��	 �����	 ��"�%	 /����	  ��
	 ��	 �
"������	 "����	 � 	 *��!	 !�	 ������	

���������	���	������	"�������	��#�����	� 	�������%	

/�	 ����� �	 ����	 "�����	 ���	 ����
�	 ����	  ��
�	 #������	 
��	 ��	 ����	 '�(�	


����
	 '�(�	 ��	 ��!	 '�(	 !�����	 ��	 �������	 � 	 ���	 ���������	 �  ����	 ���	 ���	

���������������%	 ��!,#������	  ��
�	 ���	 ��*��	 ������,!������	 
����
,#������	

���	����,#������	 ��
�	���	��!���	������,!�����%		

���	 ����	 ����
�	 ����	 ���$�	 
��	 ��	 � 	 �!�	 ��"���	 ��"������	 ��	 ���	

��������	 � 	 �����	 ���������	 �����������	 ����	 '�(	 ���	 ���	 '�(	 ���$�%	 /��	

#������	� 	���$�	��	��

��	$��!�����	!����	 ��
	��"�	��	"��*���	�� ��
�����%	

/��	���������	����������	�*�������	��	���$�	��	����	����1		

� ���$�	���	���	����	��	�����������	���!���	�	���	�	��"�	 ��
�	���	����	

���	����	��	����	�	��"�	 ��
�	����	�*��	� 	��	�	�����	���������	����������B	
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� ����	���$�	���������	����������	��	
���	��������	����	���	���$�	���B	

� � ��
	 ���	 ����	 ��	 �����������	 ���!���	��
�
 ���
 �	 !���	 ��
�	 �����%	

/����	 ���������	����������	� 	�"�#��	�����!���	 ��	
���	��������	����	

���	���	�*�������	��	����	���$�B	

&�	 ����	 �����+�	 !�	 �����H�	  ��
	 ����������%	 ���	 ��������	�, ��
�	  ����%	

/��	����	����	���	��	��	��	��$	�	���	���$	 ��	�	����%	&������	��	����	����	���	

"����������	 � 	 ��.������	 ��	 ���	 ��!���%	 )�!�*���	 � 	 ��.������	 ����	 ���	 ��$	 �	

� ��
	 ��	����������	����	�����������	��	���	!����������	� 	�	� ��
	��	"���	

�����������	 ����	���	�����!	  ��
	�	���$%	&�	����	�����	 �*��	 � 	 ���	  ��
	 ��	���	

������,!������	��	���	������	������	.���	�������	����	���	���$	���	���	� �
�	


�$��	�	
����$�	��	�*��������	���	 ��
%		

�, ��
�	��������	��	
���	��
"��+%	&�	�����	�����	���	����	!����	��	��	��	
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7 The firms affiliated with MLGCs typically have less than 250 employees. The universe of the artisan 
firms and of the other small enterprises (with less than 20 employees) represents the category closer to 
that of the firms affiliated with a MLGC. The classification by customer economic activity sector 
allows actually to distinguish between firms with less than 20 employees and with more than 20 
employees. 
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����%		

                                                           
8 The only guarantees that may be attached to an overdraft loan are the real ones. In our sample we find 
those guarantees only in 5 per cent of the observations. Personal guarantees, typically given on the total 
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of the loans, may not be linked to a specific loan category. The fidejussion guarantees, even if not 
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referred to the overdraft loan, are nonetheless controlled for with the dummy Gartot. 
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9 The number of firms used in this execise is greater than that used in the previous section because the 
analytical survey on interest rates used in section 5 gathers information only from a sub-sample of 
Italian banks. 



 
 
 

 

21 

��
��$����	��  ������	��	���	�����	���!���	���	�����	���	�������	�
���	 ��
�	

��	 ���	 �!�	 &������	 �����B	 ��	 0���	 ���?	 ���	 �����	 !��	 �#���	 ��	 �	 "��	 ����	 ��	


������	���	=�������	&����	���	�4	"��	����	 ��	���	;�������	 ��
�10%	)�!�*���	

���	 ��  ������	 ��	 ���	 #������	 � 	 ���$	 �������	 ���!���	 ���	 �!�	 &������	 �����	

���"�	 �����������	 !���	 !�	 ��
��	 ���	 �����*�����	 ����	 ��	  ��
�	 !����	 ���	

�  �������	��	�	� ��
B	��	����	����	���	�����	��	�#���	��	E	"��	����	��	���	
�����	

���	��	���	=����	���	6	"��	����	��	���	� �HH�������%	

/��	��������	� 	���	�����	���!���	���	�����	���	�������	��	���	��  ������	

��!�*��	��	���������	 � 	  ��
�	!����	���	�  �������	 ��	�	� ��
	���	��	�*�����	

����	���$�%	/��	��!	�����	 ��	*���	��$���	�� �������	����	��	���	 ���	����	���$�	

������	��������	 ��
	���	� ��
	�	�����������	��*�����	� 	������	��	���	����	� 	

�� �����	���	����	
�����������	�������	���	�
����	� 	�����	������	"��� ����	����	

��	����������	I���J%	&�	�����	!�����	���	�����	
��	��	��!��	 ��	���	����	� 	�	

 ��
	�  �������	��	�	� ��
	.���	�������	� 	���	������	���	� 	���	���������	 ���%	

5�	���	����	� 	���	����	"��*����	��	������,�����	��	���	����������	� 	�	 ��
G�	

�� ����	��	
���	����	?�	"��	����	� 	���	�����	���$�	"������	!���	��	�

������	

������	��	������	���	���������	 ����1	����	�����
����	��	�

������	���������	

��	���	*���
�	� 	���	�����%	&�	���	#������	� 	���	�����	���	���$	
��	���	�����	

��	 �����	 "�����	 �������	 ���	 ����������	 �����B	 ��	 ���	 ��
������	 �����	 ���	

�+�������	 ������	 ��	 ���	 ���	 � 	 ���	 �����	 "��������%	 &�	 ���	 ������	 ��
�	 ��	

����*���	� 	������	"��������	��	�������	�������	���	����	�����
����	�	��!	�����	

���!���	���	����	���	�����	�������%	

&�	 �����	 ��	 �*������	 � 	  ��
�	 ����������	 !���	 �	 � ��
	 ����	 �����	 ������	

�����	 �#����	 ����	 ���$�	 !���	 ���"���	 ��	 �����	 �
���	  ��
��	 !�	 ����
���	 ���	

"����������	����	�	����	� 	�������	��	������ ���	��	���	�����	��$���	����	�������	

 ��
,�"��� ��	 ���������������1	 �  ��������	 !���	 �	 � ��
�	 ������"���	 "��������	

                                                           
10 These ratios are very similar to those calculated for all small firms in the two areas (6 and 19 per 
cent, respectively) confirming the reliability of the sample used in our econometric analysis. 
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Short 
term

Medium 
and long 

term

Monetary 
fund

Personal 
guarantees

Fedart-Fidi Crafts 314 667,482 2,126 8,494 38.0 62.0 15.7 4,022 80.0 20.0
Federconfidi Industry 74 46,901 634 7,140 31.1 68.9 4.4 752 73.3 26.7
Fincredit Industry 25 34,561 1,382 1,809 …. …. 17.6 1,013 …. ….
Federascomfidi Commerce, Service and Tourism 67 174,052 2,598 3,100 27.7 72.3 13.0 1,368 90.0 10.0
Federfidi Commerce, Service and Tourism 34 70,000 2,059 …. …. …. …. 640 …. ….

(1) Data are supplied by each Federation. - (2) As for Fedart-Fidi data refers to 208 MLGCs taking part to a special survey. - (3) Data have been provided by Italian Foreign 
Exchange Office.

514 992,996 20,543 33.7 66.3 12.6

Sector
Capital / 

guarantees
(2)

Federations

18.681.4

Guarantee
d lending

Number of 
SMEs for 
MLGC 
(b)/(a)

1,932

Guarantees 
(2)

7,795

Number 
of 

affiliated 
SMEs (b)

Total Italy (3) 1,073

Number of 
affiliated 

MLGCs (a)

Total of the 5 Federations
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Cooperative 
banks 

Number of banks with agreements in place with MLGCs: (a) 17 24 355 260 396

Number of active banks (foreign branches excluded): (b) 22 33 665 440 720

     - as % of size category: (a)/(b)*100 77.3 72.7 53.4 59.1 55.0
     - as % of total (a)/396*100 4.3 6.1 89.6 65.7 100.0

Number of MLGCs in Credit Registry 365 281 512 278 600

     - as % of total MLGCs in credit Registry 60.8 46.8 85.3 46.3 100.0

Number of firms assisted and with loans guaranteed by MLGCs: (c) 18,857 12,776 27,198 9,446 58,831

Total number of firms with granted loans: (d) 180,528 94,310 205,644 78,043 480,482

    - as % of firms assisted and with granted loans by MLGCs: 
(c)/(d)*100

10.4 13.5 13.2 12.1 12.2

    - as % of total:  (c )/58.831 32.1 21.7 46.2 16.1 100.0

Percentage of the overall credit to SMEs guaranteed by MLGCs 8.3 13.5 13.2 12.1 9.3

Sources: Credit Registry and Italian Foreign Exchange Office.
(1) Guarantees granted to craftsman firms and to other firms with less than 20 employees.

Total
Small banks 

(2)
Medium 
banks (2)

Big banks 
(2)

(2) Banks are classified by size of total assets: of more than 20 billions euro for large banks,  between 20 and 7 billions for medium banks, of less than 
7 billions for small banks.



Table 3 

MLGC AND BANKS’ INTEREST RATE SETTING�

Explicative variables

-0.181 *** -0.198 *** -0.190 *** -0.209 *** -0.361 ***
0.011 0.011 0.011 0.020 0.021

0.253 *** 0.225 *** 0.191 *** 0.141 ***
0.016 0.016 0.016 0.022

0.031 *** 0.034 *** 0.039 *** 0.035 **
0.012 0.012 0.012 0.017

-0.086 *** -0.100 *** -0.101 *** -0.139 ***
0.005 0.005 0.005 0.008

0.373 *** 0.391 *** 0.387 ***
0.009 0.009 0.009

-1.304 *** -1.368 *** -1.354 *** -0.696 *** -1.196 ***
0.019 0.019 0.019 0.029 0.033

0.982 *** 0.977 *** 0.973 *** 0.428 *** 0.205 ***
0.010 0.009 0.100 0.018 0.032

1.579 *** 1.590 *** 1.579 ***
0.021 0.021 0.026

1.921 *** 1.925 *** 2.139 ***
0.039 0.040 0.073

-0.177 *** -0.222 *** -0.222 *** -0.205 **
0.022 0.023 0.031 0.018

10.298 *** 10.439 *** 10.439 *** 10.828 9.261 ***
2.490 2.461 2.461 8,195           0.037

adjusted R2 0.205 0.223 0.224 0.196 0.146

Number of observations 347,461 347,461 336,724 149,837 149,837

The dependent variable is the interest rate on overdraft loans for firms with less than 20 employees and for artisan firms. OLS estimates with fixed 
effects for economic activity sector and for lending bank. Fixed effects are not reported. Standard errors with white correction are in italics. *** 1 
per cent significance. ** 5 per cent. * 10 per cent.

(3)
Only banks with 

an operating 
relationship with 
at least a MLGC

bad loan (Bad )

real guarantees on overdraft loan (Garov )

Southern Italy firm (South )

artisan firm (Art )

log of loan used (Size )

firm guaranteed from a MLGC (MLGC )

(1)
 Benchmark equation

costant (α )

overdue loan (Over )

(5)                   
Only firms with 

lending from 
more than one 
bank and fixed 

effects for every 
firm

bank with a branch in the province where the firm 
is located since less than 3 years (Entry )

(4)
Only firms with 

lending from more 
than one bank

firm borrowing from only one bank (Mono )

(2)
Additional controls 

for risk (firms 
temporarily distressed 
or bankrupt) and for 
entry of a bank in the 
province where the 

firm is located

existence of any type of guarantee on other credit 
lines (Gartot )
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Explicative variables

-0.118 *** -0.138 ***
0.011 0.011

0.081 *** 0.083 ***
0.012 0.012

-0.091 *** -0.106 ***
0.051 0.005

0.035 *** 0.374 ***
0.009 0.009

-1.362 *** -1.424 ***
0.021 0.020

0.971 *** 0.967 ***
0.010 0.010

1.581 ***
0.019

1.874 ***
0.039

-0.076 ***
0.023

adjusted R2 0.231 0.249

Number of observations 347,420 347,420

The dependent variable is the interest rate on overdraft loans for firms with less 
than 20 employees and for artisan firms. OLS estimates with fixed effects for 
province, economic activity sector and for lending bank. Fixed effects are not 
reported. Standard errors with white correction are in italics. *** 1 per cent 
significance. ** 5 per cent. * 10 per cent.

(1)
 Benchmark 

equation

(2)
Additional controls 

for risk (firms 
temporarily 
distressed or 

bankrupt) and for 
entry of a bank in 

the province where 
the firm is located

firm guaranteed from a MLGC (MLGC )

overdue loan (Over )

bad loan (Bad )

bank with a branch in the province where 
the firm is located since less than 3 years 

existence of any type of guarantee on other 
credit lines (Gartot )

real guarantees on overdraft loan (Garov )

artisan firm (Art )

log of loan used (Size )

firm borrowing from only one bank (Mono )
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Explicative variables

0.165 *** 0.116 *** 0.276 *** 0.135 ***
0.037 0.037 0.046 0.037

-0.448 *** -0.508 *** 0.200 -1.131 ***
0.143 0.141 0.272 0.161

0.045 0.043 0.043 *** 0.057
0.041 0.040 0.060 0.408

-0.152 *** -0.159 *** -0.224 *** -0.163 ***
0.015 0.014 0.025 0.014

0.265 *** 0.297 *** 0.299 ***
0.030 0.029 0.030

-1.657 *** -1.762 *** -0.951 *** -1.741 ***
0.054 0.054 0.082 0.054

1.018 *** 0.976 *** 0.381 *** 0.971 ***
0.030 0.029 0.053 0.030

1.507 *** 1.407 *** 1.513 ***
0.063 0.083 0.063

1.927 *** 2.397 *** 1.839 ***
0.164 0.339 0.167

-0.097 -0.119 -0.067
0.097 0.127 0.100

8.560 *** 8.652 *** 5.885 *** 9.902 ***
2.082 2.055 1.901            2.055

adjusted R2 0.303 0.322 0.288 0.325

Number of observations 25,721 25,721 9,468 25,295
***

Sample composed of cooperative banks only. The dependent variable is the interest rate on overdraft loans for firms with less 
than 20 employees and for artisan firms. OLS estimates with fixed effects for economic activity sector and for lending bank. 
Fixed effects are not reported. Standard errors with white correction are in italics. *** 1 per cent significance. ** 5 per cent. * 10 
per cent.

costant (α )

overdue loan (Over )

bank with a branch in the province where the firm is 
located since less than 3 years (Entry )

firm borrowing from only one bank (Mono )

bad loan (Bad )

real guarantees on overdraft loan (Garov )

(2)
Additional controls 

for risk (firms 
temporarily distressed 
or bankrupt) and for 
entry of a bank in the 
province where the 

firm is located

existence of any type of guarantee on other credit 
lines (Gartot )

(3)
Only firms with 

lending from more 
than one bank

(4)
Only banks with 

an operating 
relationship with 
at least a MLGC

Southern Italy firm (South )

artisan firm (Art )

log of loan used (Size )

firm guaranteed from a MLGC (MLGC )

(1)
 Benchmark equation
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Explicative variables

-0.622 *** -0.551 ***
0.071 0.071

0.171 *** 0.153 **
0.018 0.018

0.081 *** 0.073 ***
0.019 0.019

-0.067 *** -0.083 ***
0.006 0.006

0.405 *** 0.417 ***
0.012 0.012

-1.279 *** -1.326 ***
0.024 0.023

0.951 *** 0.954 ***
0.012 0.012

1.523 ***
0.026

1.902 ***
0.048

-0.224 ***
0.026

10.191 *** 10.331 ***
2.550 2.521

0.006 *** 0.006 ***
0.001 0.001

-0.026 *** -0.026 ***
0.001 0.001

0.569 *** 0.569 ***
0.006 0.006

0.047 *** 0.047 ***
0.007 0.007

-0.118 *** -0.118 ***
0.009 0.009

1.228 *** 1.230 ***
0.023 0.023

0.092 *** 0.074 ***
0.015 0.016

Wald Chi2 39,684 45,616

Number of  observations 230,492 230,492

State support (State)

Rho

(1)
 Benchmark equation

The dependent variable is the interest rate on overdraft loans for firms with less than 20 
employees and for artisan firms. Maximum likelihood estimates of a treatment effects model 
with fixed effects for economic activity sector and for lending bank. Standard errors with 
white correction are in italics. *** 1 per cent significance. ** 5 per cent. * 10 per cent.

overdue loan (Over )

bank with a branch in the province where the firm is 
located since less than 3 years (Entry )

firm borrowing from only one bank (Mono )

(2)
Additional controls 

for risk (firms 
temporarily distressed 
or bankrupt) and for 
entry of a bank in the 
province where the 

firm is located

existence of any type of guarantee on other credit 
lines (Gartot )

blood donations (Blood)

selection equation for MLGC

costant (α )

bad loan (Bad )

real guarantees on overdraft loan (Garov )

Southern Italy firm (South )

artisan firm (Art )

log of loan used (Size )

firm guaranteed from a MLGC (MLGC )

artisan firm (Art )

retail sector firm (Retail)

building sector firm (Building)

black economy (black)
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TESTS ON THE PEER MONITORING EFFECT: GROUP SIZE AND PUBLIC MLGCS 

Explicative variables

-0.284 ***
0.066

-0.025
0.042

-0.033 *
0.017

0.249 ***
0.027

-0.437 ***
0.057

0.465 ***
0.030

1.507 ***
0.053

2.103 ***
0.108

-0.268 ***
0.058

-0.153 ***
0.110

0.009 ***
0.001

0.129 ***
0.044

9.763 ***
2.477

0.006 ***
0.001

-0.026 ***
0.001

0.570 ***
0.006

0.042 ***
0.007

-0.121 ***
0.009

1.243 ***
0.023

Wald Chi2 16,990

Number of uncensored observations 45,620

State support (State)

bad loan (Bad )

real guarantees on overdraft loan (Garov )

Southern Italy firm (South )

artisan firm (Art )

log of loan used (Size )

(1)
 Benchmark equation

The dependent variable is the interest rate on overdraft loans for firms with 
less than 20 employees and for artisan firms. Maximum likelihood estimates 
of an Heckman model with fixed effects for economic activity sector and for 
lending bank. Standard errors with white correction are in italics. *** 1 per 
cent significance. ** 5 per cent. * 10 per cent.

overdue loan (Over )

firm borrowing from only one bank (Mono )

existence of any type of guarantee on other credit 
lines (Gartot )

black economy (black)

blood donations (Blood)

selection equation for MLGC

costant (α )

public funds in MLGC (Public )

thousands of firms in MLGC (Firms)

thousands of firms in MLGC squared (Firms 
squared)

artisan firm (Art )

retail sector firm (Retail)

building sector firm (Building)

bank with a branch in the province where the firm is 
located since less than 3 years (Entry )
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Table 8 

RATIO BETWEEN BAD LOANS AND TOTAL LOANS IN JUNE 2005 

(Percentage values) 

Agriculture Manufacturing Building Retail Services Totale
Number of 

Firms
% 

Small firms in sample

Centre-North 4.5 7.6 8.0 8.4 4.1 6.6 308,732 80.2

South 23.9 23.3 33.2 27.3 16.3 22.9 76,401 19.8

Italy 8.1 10.2 13.0 13.4 6.3 9.8 385,133 100.0

Small firms in sample 
guaranteed by MLGC 

Centre-North 1.7 4.4 4.4 4.3 2.9 3.5 46,450 12.1

South 3.0 4.6 14.7 4.4 4.3 6.2 3,963 1.0

Italy 2.3 4.5 9.6 4.3 3.6 4.9 50,413 13.1

For comparison: 

Small firms total

Centre-North 5.0 7.4 6.8 7.1 4.5 6.1 2,957,451 72.8

South 18.1 21.3 26.6 18.6 12.5 19.0 1,102,654 27.2

Italy 8.0 11.1 11.0 9.1 5.8 8.7 4,060,105 100.0

Sources: Credit Register (for small firms; not available data on loans for an amount smaller than 75,000 euro and in good standing); Italian National 
Institute of Statistics, Eighth general census of manufacturing and services; Supervisory statistics (for the small firms total).  
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Table 9 

ARE SMALL FIRMS AFFILIATED TO A MLGC LESS RISKY? 

Variabili esplicative

-0.056 *** -0.052 *** -0.053 *** -0.038 ***
0.001 0.001 0.001 0.001

0.135 *** 0.138 *** 0.126 *** 0.046 ***
0.002 0.002 0.003 0.003

-0.020 *** -0.020 *** -0.020 *** -0.016 ***
0.001 0.001 0.001 0.001

-0.017 *** -0.017 *** -0.017 *** -0.019 ***
0.001 0.001 0.001 0.001

-0.107 *** -0.107 *** -0.111 *** -0.059 ***
0.001 0.001 0.002 0.001

-0.058 *** -0.047 *** -0.037 ***
0.002 0.004 0.005

0.011 *** 0.032 ***
0.002 0.003

-0.053 *** -0.041 ***

0.006 0.007

Pseudo R2 0.127 0.128 0.128 0.347

Log-likelihood -109,453 -109,342 -109,341 -81,771

Number of observations 385,008 385,008 385,008 384,424

Southern Italy firm (South )

The dependent variable is the probability that a firm has a bad debt with at least one of the lending banks. Probit
estimates with fixed effects for economic activity sector. Marginal effects computed for a discrete variation of the
dummy variables form 0 to 1. Fixed effects are not reported. Standard errors with white correction are in italics. ***
1 per cent significance. ** 5 per cent. * 10 per cent.

(1)
 Benchmark 

equation

(2)                        
Differential effects 

of MLGC in 
Southern Italy

firm guaranteed from a MLGC (MLGC )

South firm guaranteed from a MLGC 
borrowing from only one bank 
(Mono*South*MLGC )

South firm guaranteed from a MLGC 
(MLGC*South )

(4)
Bank fixed effects

South firm borrowing from only one bank 
(Mono*South )

(3) Differential 
effects of MLGC 
in Southern Italy 

for a firm 
borrowing only 
form one bank 

firm borrowing from only one bank 
(Mono )

log of loan used (Size )

artisan firm (Art )
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            Table 10

  

ARE SMALL FIRMS AFFILIATED TO A MLGC LESS PRONE TO BECOME RISKY? 

	

Variabili esplicative

-0.016 *** -0.014 *** -0.015 *** -0.008 ***
0.001 0.001 0.001 0.001

0.035 *** 0.036 *** 0.026 *** 0.001
0.002 -0.032 0.003 0.001

-0.032 *** -0.033 *** -0.032 *** -0.021 ***
0.001 0.001 0.001 0.001

-0.011 *** -0.011 *** -0.011 *** -0.012 ***
0.001 0.001 0.001 0.001

-0.046 *** -0.046 *** -0.051 *** -0.029 ***
0.001 0.001 0.002 0.001

-0.021 *** -0.016 *** -0.008 ***
0.002 0.002 0.003

0.011 *** 0.027 ***
0.002 0.002

-0.019 *** -0.019 ***

0.003 0.003

Pseudo R2 0.113 0.114 0.115 0.174

Log-likelihood -60,024 -59,980 -59,935 -55,886

Number of observations 385,008 385,008 385,008 383,764

South firm guaranteed from a MLGC 
borrowing from only one bank 
(Mono*South*MLGC )

South firm guaranteed from a MLGC 
(MLGC*South )

(4)
Bank fixed effects

South firm borrowing from only one bank 
(Mono*South )

(3) Differential 
effects of MLGC 
in Southern Italy 

for a firm 
borrowing only 
form one bank 

firm borrowing from only one bank 
(Mono )

log of loan used (Size )

artisan firm (Art )

Southern Italy firm (South )

The dependent variable is the probability that a firm was classified between June 2004 and June 2005 as having a
bad debt with at least one of the lending banks. Probit estimates with fixed effects for economic activity sector.
Marginal effects computed for a discrete variation of the dummy variables form 0 to 1. Fixed effects are not
reported. Standard errors with white correction are in italics. *** 1 per cent significance. ** 5 per cent. * 10 per
cent.

(1)
 Benchmark 

equation

(2)                        
Differential effects 

of MLGC in 
Southern Italy

firm guaranteed from a MLGC (MLGC )
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Figure 1 
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Figure 2  

THE OPTIMAL NUMBER OF FIRMS IN MUTUAL LOAN GUARANTEE 
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The size effect is on the interest rate 
is optimal when the number of firms 
in the MLGC is around 8.500

The benefit on the interest rate 
vanishes when the number of firms in 
the MLGC overcomes 17.000 units
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