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Preface

The task of the following pages is not so much a celebration
of Albert Hirschman's life and work. It is mainly an attempt at ex-
pressing a part of what we have been able to learn from him in a
wide range of theoretical and practical topics; and also how, in-
spired by him, we managed in addressing some... uncharted terri-
tories.

“Eugenio would [or would not] agree”: this typical expres-
sion by Albert referred to Colorni came back to our minds, while we
were editing this book. Meaning: while, of course, everybody
should be absolutely free in her/his work, sometimes a critical as-
sessment of what is doing may be useful. In a gracious way, Hirsch-
man did help us in improving our performance, right from the be-
ginning. And Colorni was always present for that, as if he was sit-
ting next to us, on our back.

We would like to use the same method for Albert. Indeed,
Albert was very present in our discussion. And to underlie this, we
took the liberty of rearranging the writings that came out of the
Third Conference on his Legacy: to better coordinate them around
his ideas, to make the book more homogeneous and understanda-
ble. No transcripts, no proceedings: only excerpts, notes or essays
from what happened among us in Berlin Oct. 24-25% 2019. The
reader (and time) will tell whether this editorial effort has been
worthwhile.

LM&NS
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Welcome Back Albert!

An Austrian, an Italian, a German, a Polish and a French:
these five (indirect or direct) witnesses have given us introductory
hints and perceptions around the life and work of Albert Hirsch-
man. Together, their contributions give us an idea of why we feel
that some occurrences, anecdotes and biographical aspects should
be instinctively useful (sometime more than long talks) in encourag-
ing and strengthening for the better positive (too timid) energies
that actually exist, often latently, in our societies, particularly among
the younger generations.
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Marianne Egger de Campo
Introduction to the Third Albert

Hirschman Legacy Conference in Berlin

Ladies and gentlemen,

It is a great pleasure for the Berlin Professional School to
host the third Albert Hirschman Legacy Conference. Let me give
you a bit of context of the institution here: The Berlin Professional
School is the central institute of the University of Applied Sciences,
Berlin School of Economics and Law. We in the BPS have some 500-
600 students (the whole university has some 11000 students), we of-
fer eleven master programmes for students returning to university
(our students must at least prove one year of work experience). We
are operating since 1992 (offering the Berlin MBA) and for 20 years
we teach in blended and distance learning mode particularly in the
public sector studies.

But how does that lead to a connection to Albert Hirschman
and his Legacy?

1. Personal Contacts: I — unfortunately — have never had the
privilege to meet Albert Hirschman in person, but I have come in
contact with his ideas via books, many years ago (in the early 1990s).
Exit, Voice, and Loyalty, The Rhetoric of Reaction and later almost all
his major works. I have benefited greatly from his inspiring, concise
ideas that are so well applicable in the social sciences; that is also
visible in some of my publications. Knowing about this, my former
colleague Erwin Seyfried thus brought me in contact with Nicoletta
and Luca who in 2016 started reaching out to organise the First Al-
bert Hirschman Legacy Conference. I was thrilled to participate in
October 2017 in Boston and to meet so many interesting people and
witnesses of Hirschman’s academic teaching. And I immediately
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thought that it is necessary to bring the Albert Hirschman Legacy
Conference home to Hirschman'’s birth place Berlin.

2. A Hirschmanian spirit characterizes our daily work in the
Professional School: Continuing education with students at average
well in their thirties, studying part time while being employed in
business and public administration, has special features. One way
to look at continuing education of students with a lot of work expe-
rience is to focus on their academic deficits and deliver the contents
they need to make up leeway to the bright young and more privi-
leged graduates whose social background allows them to study for
five to six years without immediate need to earn money on the job
market.

Another way to look at our students is to focus on their am-
bition, their potentials and the rich experience they return to the ac-
ademic institution. As a matter of fact, teaching in our masters’ pro-
grammes is a very rewarding experience because the audience con-
sists of critical grown up personalities that synthesize the theoretical
teaching with their insights and with their needs to understand
practice.

The result of the second view is that one realizes that some-
thing new can be generated in continuing education that will neither
be reached among the brightest bachelor students nor with aca-
demic peers. And Hirschman can explain why this happens. As
Hirschman in his typical acumen once wrote in a diary entry about
an observation he made with his grand daughter, “I show Lara (4
years old) how to prepare newspaper for making fire — she learns x
from now on will do it exactly the same way. Perhaps it is not good
to learn too many ‘useful’ things too early in life, for then one will
never question the moment one learnt. For innovation to be possible
late learning may be essential.” (Adelman, 2014, p. 585) So this in-
sight mirrors what we observe at the BPS: our students learn a lot of
— hopefully — useful things that are significant for their professional

careers. And they learn it late in life. Thus we prepare them to inno-
vate society.
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3. Berlin and the History of this house: Berlin is the place where
Albert Hirschman was born in 1915. He grew up in a bourgeois mi-
lieu of secular Jewish Germans who formed the backbone of eco-
nomic and intellectual progress in Prussia, and particularly Berlin
in the second half of the 19t century.

This very neighbourhood — called Bayerisches Viertel or Ba-
varian quarter after the street names — was developed as residential
area by a Jewish German business man with his real estate society
“Berlinische Boden” - and later — “Bau-Gesellschaft”. Salomon Haber-
land and later his son Georg Haberland invested and carried out
real estate projects from 1890 to 1933, until the society was expropri-
ated — arianized - by the Nazis. The apartments in this neighbour-
hood were populated by the liberal bourgeoisie among which a lot
of Jewish German professionals and intellectuals lived and had their
offices as lawyers or doctors. On Bayerischer Platz (just up the road)
e.g. the psycho-analyst Erich Fromm had his office. Albert Einstein
lived in Haberlandstrafle, and the film director Billy Wilder at Viktoria
Luise Platz. The neighbourhood was also called “Jewish Switzer-
land”. In the subway station Bayerischer Platz and also on many lamp
posts on the roads around the university you will find signs inform-
ing about the anti-Semitic rules and regulations in the years 1933 to
45. This is the result of an art project (Places of Remembrance — Me-
morial in the Bavarian Quarter) initiated by the city, it was realized
by Renata Stih & Frieder Schnock (cf. http://www.stih-schnock.de/re-
membrance.html).

The lots where this building, and the other university build-
ing stands, was an allotment until 1933 when it was arianized. The

German Brewery Association (Hauptvereinigung Deutscher Brau-
wirtschaft) was given this lot to build its headquarter after it was dis-
placed by the gigantomanic plan of the Nazi architect Albert Speer
to build the capital Germania (they were near Potsdamer Platz). The
building across the road was another construction completed in
1939 to house the Association for Retailers and soon the Forced-La-
bour-Administration of the army, the Wehrmacht (Schmidt, 2004, cf.
2019).
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After the war and serious damage caused by bombing, the
building across the street housed the re-established Hochschule fiir
Politik. An institution that was founded in the Weimar Republic by
liberal democrats in order to instruct the citizens in democracy. The
school engaged in adult education and originally was open to every
one no matter what school certificate the students had. Soon the
school enrolled functionaries of parties and trade unions and taught
them “politics and ethics, organisation theory, history, economics”
(cf. Schmidt, 2004, p. 86). In 1933 the director, a large part of the fac-
ulty and the content was changed by the Nazis. After the war, in
1948 the former liberal faculty that had been fighting in anti fascist
resistance strived for funding to re-establish the school. Democratic
education seemed to be more necessary than ever, a view the allied
forces shared with the surviving liberal faculty members and so US
funding (the Government and Relief in Occupied Areas) paid for the
repairs of the construction. The Hochschule fiir Politik made a great
effort to appoint remigrated faculty who brought with them a no-
tion of American academic culture. Among the remigrées was e.g.
Ernst Fraenkel, the lawyer who wrote the seminal work about the
Dual State of the Nazis (Fraenkel, 2010).

Political Science as new academic discipline was introduced
to Germany via the Hochschule fiir Politik, fiercly opposed by con-
servative German scholars, and soon the Hochschule fiir Politik edu-
cated young Germans in political science and democracy. The insti-
tution later became more academic and got integrated in the Free
University Berlin. (And in 1971 the University of Applied Sciences
was founded.)

Hirschman had left Berlin in 1933 and only revisited the
town a couple of times, first in 1974 (Adelman, 2014, p. 499), then
repeatedly in the 1980s and 1990s. In Dec 1994 he had written to
Wolf Lepenies (from the Wissenschaftskolleg) to plan a colloquium
for June 1995. Now 24 years later, the Professional School makes
these plans real and I hope I was able to convince you that Albert
Hirschman would have approved of the hosting institution and its
profile.
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Luca and Nicoletta never questioned whether the Berlin
School of Economics and Law were worthy of hosting the Legacy
Conference and when in July 2018 we decided over dinner about the
date and started preparations, they — as much as I - were deceived
by the Hirschmanian principle of the Hiding Hand. As I may not
need to remind you, the principle of the Hiding Hand in Hirsch-
man’s studies of economic development hides project managers, in-
vestors and entrepreneurs the difficulties involving the realization
of a project. It also obscures the immense abilities to solve these very
difficulties. In the case of the project of this conference we seem to
have been supported by the benevolent sister of the Hiding Hand
who only hid the future additional sponsors of the conference. So
far we are waiting whether we will also encounter severe difficul-
ties. Hopefully not. Since spring this year we were joined by
Dahrendorf Forum at Hertie School and in June by the Institute of
Social Sciences of the Humboldt University which was the place of
Hirschman'’s initial academic education in the winter semester of
1932/33. (At that time the university was the Friedrich-Wilhelms-Uni-
versity at Berlin, it was only named “Humboldt University” in 1949).

So now I have the pleasure to introduce you to this confer-
ence representing and thanking the following co-hosts: First and
foremost I am very grateful to Luca and Nicoletta from A Colorni-
Hirschman International Institute in Rome for their incessant and
important work in spreading and thus conserving the ideas of
Hirschman. I also want to thank Claus Offe and Helmut Anheier
from Hertie School of Governance for supporting this conference
and in particular for their contribution to our well-being by paying
for our lunch today. By the way, thanks to A Colorni-Hirschman
International Institute in Rome we will also have an onsite lunch to-
morrow. And many thanks to the encouraging spirit of Hellmut
Wollmann emeritus of the Institute of Social Sciences at Humboldt
University Berlin, co-sponsoring this conference. There is one more
merit to be appreciated officially: my colleague Oscar Domenico
Maestroni and his team at the Professional School have done a great
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job preparing all the details of this event. Thank you very much for
your reliability and thoughtfulness.

Now I wish us all two fruitful days of exchange in the spirit
of Albert Hirschman.
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Luca Meldolesi
Introduction: Three Points on Possibilism

In its evolution, the world we live in is much more complex,
articulated, nuanced and surprising than any of us may imagine.
Therefore one has to concentrate his attention on what he wants to
know and look to it as cool as he can. That is: he has to refrain from
superimposing his senses and desires upon it, as much as possible;
and struggle against illusions. Therefore, “For a better world”, “A
Bias for Hope” and “A Passion for the Possible” — the three titles of
the Conferences on Albert Hirschman’s Legacy so far convened —
should be understood in line. That is: if one pursues a better world
and has a bias for hope, he may develop a passion for the possible —
meaning that possibilism (cool and enemy of illusions as it is)
should be linked specifically to a desired end; and, at the same time,
should evolve generally in a certain perspective for the human be-
ings...

To explain this notion I will limit myself to three points.

The origin of possibilism

First: anti-fascist Eugenio Colorni and two young so-
cialdemocrats - Ursula and Otto Albert Hirschmann ! - met in Berlin
shortly before Hitler rise to power. Eugenio (who was six years
older than Albert) had already a position in Italy as a teacher of phi-
losophy and pedagogy in secondary schools. Presently he was a lec-
turer of Italian in Marburg, coming to Berlin to study Leibniz at the
Staatbibliotek for his University career. Ursula, a young woman of
irresistible beauty, sitting next to him in that bibliotek was trying to
understand Hegel; while her brother, Otto Albert, was a freshman
in economics (at the time considered a “brot lose kunst”: an art with
little bread) at Humboldt University. They became connected and

11t is well known that, later on, he changed his name in Albert O. Hirschman.
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rapidly realized that their lives had to have an unanticipated and
undesired twist: this, indeed, was the starting point of possibilism.

Possibilism came up, therefore, in deeds, before than in
writings. Ursula and Albert duplicated tracts against the Nazis in
the Hotel room of Eugenio: very few did it at the time. The idea pre-
vailed, instead, in the democratic public opinion of the German Cap-
ital, that the rise of Hitler was temporary. On the contrary, Eugenio
understood immediately that Albert, as a male student of Jewish
origin, was becoming a Nazi target and convinced him to run out to
Paris. Later he helped Ursula (and his fiancé of the time) to expatri-
ate as well. Moreover, in 1937 — as you know - Albert became expert
in smuggling anti-fascist propaganda from Paris to Trieste; and
later, in Marseilles 1940, became a “virtuoso” in forging documents,
exchanging dollars in the black market etc.

Actually, possibilism in writings was started by Colorni in
the mid-30s2. In Trieste (first alone and then helped by Ursula after
their wedding) Eugenio had a mundane, highly visible and irrepre-
hensible life of a teacher absorbed by his philosophical studies dur-
ing the day, and a clandestine one at night. He joined the Socialist
Party, rapidly becoming a leader of the Socialist Internal Center; and
wrote extensively articles and correspondence signed by different
pseudonyms on the policies and organizations of the party.

In this materials, now available in English, one learns in-
stantly (and surprisingly) an entire bag of possibilist tricks to reach
ways out and proposals: from the new antifascist opportunities that
stemmed from the panic of the middle classes (the sons of which
Mussolini was sending to Abissinia to wage an absurd colonial
war), to the need of acting in favor of the working people from
within the regime (and not from without); from the spontaneity of
workers networks as a form of organization (a anathema at a time),
to the essence of teaching (that, taken seriously, professionally, con-
vinced inevitably best students that could be performed but by an
antifascist teacher); to a new proposal of party organization to avoid
(or at least reduce) repression etc.

2 Colorni 2019a, 2019b.
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My first point is therefore that when Albert “rediscovered”
possibilism during his long lasting work on development and Latin
America, he had on his back not only his Marshall Plan years?, but
also his early activist time (the ones — it is well known — he was most
proud of*) together with the example of Eugenio Colorni.

Discovery and surprise

I come now to my second point. Often, possibilities imply a
constellation of favorable circumstances; and are helped by clusters
of opportunities. This may be illustrated by a short story.

As it is known, in mid ‘80s of last century Albert looked
around for an alternative to current critiques of reactionary thinking
and started working at his last, fabulous monograph: The Rhetoric®.
At the same time, I initiated a long, highly possibilistic book (in ob-
ject and endeavor): Discovering the Possible®. Hirschman was
amused. Introducing me, he often said jokingly to colleagues and
friends: “Luca is an Italian scholar working on a most interesting
subject: me!” At a certain point, I proposed two titles for my book -
“Discovering the Possible” and “The Surprising World of Albert O.
Hirschman”. I asked which one he liked most. Ha answered: “both”.
And the reason is — I now realize — that possibilism comes out of
some surprise (i.e. a contrast between a message from reality and
what we had in mind previously) and, therefore, generates in time...
a surprising world.

Albert was a reserved and independent person. The luke-
warm American reception of The Rhetoric did not satisfy him. He
turned his attention to Europe, and presented in Paris, at the Com-
missariat du Plan, his discoveries and follow-ups’.

The Berlin Wall had already fallen. That very day, we had
been together at Buenos Aires University, for one of his numerous

3 Hirschman 1986, Ch. 1.
4 Coser 1984, p. 163.

5 Hirschman 1991, p. x.

6 Meldolesi 1994.

7 Hirschman 1995, Ch. 2.
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“Laurea Honoris Causa”. In front of thousands of students so far
away, I started talking of that incredible event and of the great sig-
nificance that it was inevitably going to have for our “Laureandum”.
Albert interest shifted to Berlin where, as you know, a lively discus-
sion had started on the interpretability in exit-voice terms of what
had happened®. He accepted the invitation for a sabbatical year at
the Wissenschaftkolleg. Helped by Annette and Wolf Lepenies, Sa-
rah and Albert Hirschman started commuting between Princeton
and Berlin. Sarah (who new Russian already) began studying Ger-
man. Albert carried through the well-known, extraordinary re-
search on exit-voice and the fate of the DDR® while cultivating in
his mind a new perspective.

He met Nicoletta Stame and myself in the German Capital,
and with a simple question - “How can you call yourself European
if you are not present in Berlin?” - he induced us to “relocate” our-
selves in Europe. He was particularly keen in understanding what
was going on in East Germany (and more generally in the liberated
East — where his father came from). He wrote the important “Social
Conflicts as Pillars of Democratic market Societies” for a “discussion
circle” who met in Dresden.

At the same time, he welcomed the surprising rising of his
friend Fernando Henrique Cardoso: from Senator, Foreign Minister,
Finance Minister and finally President of Brazil. He wrote that the
torch of liberty, ignited in the Us by John Fitzgerald Kennedy, had
travelled South to Fernando Henrique. I organized in Naples an as-
sociation to back this development, and Albert suggested that Brazil
and Italy should work together. Actually, I interested Romano Prodi
and Patrizio Bianchi in Bologna and we had in Rome a joined meet-
ing of the Italian Government with six Ministers from Brazil...

All in all, it is clear to me that in the first half of the Nineties,
Albert had one of the happiest time of his life. He released a long

8 Hirschman 1995, Ch. 1.
9 Hirschman 1995, Ch. 1.
10 Hirschman 1995, Ch. 20.
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interview in Italian to Marta Petrusewicz, Carmine Donzelli e Clau-
dia Rusconi'’; prepared conscientiously a “Colloque” on his work
with a selected group of European “competent rebels” in Berlin; and
cultivated his life-long universalist dream of working on three con-
tinents at the same time. But after a journey in the European East, he
came to Nicoletta Stame and myself and said: “it will require some-
time”. And he did not have that time. Later unfortunately, as is
known, he felt in the Alps, and the mirage disappeared...

The high tide of the nineties and today

Okay, you might argue. Does it makes sense, however, to
recall that happy period now, in very different conditions, with se-
rious troubles on the East, on the South, and actually on all sides —
in a world characterized by the widespread revival of nationalism,
the rise of China and other countries, re-ignited by inter-imperialist
rivalries etc.? In my opinion, it does. Especially if we realize that,
instead of moving toward resolution (as we had often supposed),
many problems in different parts of the world (more or less devel-
oped) have only been attenuated or have recurred in different
forms; that others, that we thought were solved, have re-emerged;
and that still others have been powerfully added. Especially if we
connect the world we live in with all of Albert’s experiences, includ-
ing those of his youth - along with the page by Eugenio Colorni (in-
serted in my chapter on Europe, below), which to me is quite en-
lightening'2. And especially if we make a collective effort to under-
stand what is all about.

11 Hirschman 1994. See below Marta Petrusewicz’s account of this interview, in this
panel.

12 When he saw it, Vittorio Coda, the noble father of Italian Business School, ex-
claimed: "but that's what actually happened...” Indeed, in Western Europe "les trente
glorieuses" (or rather the expansion of the 50s and 60s and the strong economic re-
vival of the 80s) in a climate of harmony, of reduced disequilibria, and of moving
ahead collectively were (rather unknowingly) decisive for creating the Colornian
magnet that strongly helped the Fall of the Berlin Wall.
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Actually, that tri-continental high tide of the 1990-95 period
is an interesting story in itself, but above all it is an instructive narra-
tion of that time we lived through. A quarter-century later, in very
different conditions, we can still (mutatis mutandis) be inspired by it.

Which is to say, even if the process of dividing the world
moves forward with the further ascendancy of China (Russia, Iran,
India, etc.), we can imagine (in the East and the West) a Hirschma-
nian route along internal lines, starting from our own society (“as it
is, in spite of what it is and because of what it is”13). Provided that we
focus on the process of becoming more civilized by consistently and co-
herently taking the side of this omnipresent human aspiration (and
thus also favoring as much as possible the dominant policies most
compatible with it). Provided that we intelligently pursue the issues
that are moving in this “green” direction, toward accelerated high-
tech metamorphoses (such as liberation of human energy, fraterni-
zation, democratization, federalization, gender equality, the fight
against poverty, unemployment, underdevelopment, inequality;
along with accountability, harmonious innovation, empowerment,
merit, etc.). Provided that we give greater value to those aspects of
individual and collective life (intellectual - artistic and scientific -
and practical) that do not concern power and domination (but with
the idea of shaping the latter indirectly and progressively). Provided
that we construct material and moral magnets of various magnitude
that are highly attractive; we take an interest in all of humanity -
even while using the three continents (or some other supranational
reality - as a starting point); and we intend to peacefully disarm op-
ponents—even while aiming to promote general disarmament...

These are, indeed, very general indications that can be de-
veloped in thousands of directions. I trust that the Third Conference
on Albert Hirschman's Legacy will offer numerous illuminating ex-
amples of how "a [human] society can begin to move forward" ef-
fectively, especially from those in the new generation committed to
observing reality through Albert's “lenses” —in the words of Ilena
Grabel, who is now the deserving winner of multiple awards, an

13 Hirschman 1963, p. 6.
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important result which indirectly supports the true potential of the
Hirschmanian perspective....

References

Colorni E. (2019a) Critical Thinking in Action. Excerpts from Political
Writings and Correspondence (I), L. Meldolesi and N. Stame eds.,
New York, Bordighera Press.

Colorni E. (2019b) The Discovery of Possibilism. Excerpts from Political
Writings and Correspondence (II), L. Meldolesi and N. Stame ed.,
New York, Bordighera Press.

Coser L. A. (1984) Refugee Scholars in America: Their Impact and Their
Experiences, New Haven Conn., Yale Univ. Press.

Hirschman A. O. (1963) Journeys toward Progress. Studies of Economic
Policy-Making in Latin America, New York, Twentieth Century
Fund.

Hirschman A. O. (1986) Rival Views of Market Societies and Other Re-
cent Essays. New York, Viking.

Hirschman A. O. (1991) The Rhetoric of Reaction. Perversity, Futility,
Jeopardy, Cambridge Mass., Harvard Univ. Press.

Hirschman A. O. (1994) Passaggi di frontiera. I luoghi e le idee di un
percorso di vita, ed. by C. Donzelli, M. Petrusewicz and Claudia
Rusconi, Roma, Donzelli; English tr. in A.O.

Hirschman, Crossing Boundaries. Selected Writings, New York, Zone
Books, 1998, Ch. 3.

Hirschman A. O. (1995) A Propensity to Self-Subversion, Cambridge
Mass., Harvard Univ. Press.

Meldolesi L. (1994) Alla scoperta del possibile. Il mondo sorprendente di
Albert O. Hirschman, Bologna, il Mulino; English tr. Notre
Dame, Univ. of Notre Dame Press 1995; Spanish tr. México,
Fondo de Cultura Econdmica, 1997.

25



26



Claus Offe
Albert Hirschman: Introductory
Remarks!

Albert O. Hirschman, born April 7, 1915 in Berlin, was a po-
litical economist and social scientist who is a major and influential
author in highly diverse fields such as development economics
(1945, 1958, 1963, 1967, 1971) the theory of the firm and other formal
organizations (1970), the history of political ideas (1977), the eco-
nomics of inflation (1981: 177 - 208) and the epistemology of the so-
cial sciences and the sociology of knowledge (e. g., 1986, ch. 5). After
fleeing his native Germany right at the beginning of the Nazi regime
in 1933, he has worked in France, Britain, and Italy before settling in
the US, where he became engaged in research and teaching at Berke-
ley, Yale, Columbia, Harvard, and Princeton universities and aca-
demic institutions. In 1985, he retired from his post of director of the
School of Social Sciences of the Institute for Advanced Study in
Princeton. He died in 2012.

Hirschman's wide-ranging international as well as interdis-
ciplinary academic work is significantly and self-reflexively shaped
by the author's rather unique biographical experience (cf. 1995, part
II, and the autobiographical interview contained in Hirschman 1998;
cf. also the grandiose biography by Jeremy Adelman (2013)). He was
not just an academic (London School of Economics, 1935-6; degree in
economics, Trieste 1938), but also a soldier (in the French and US ar-
mies, as well as in the Spanish Civil War), an underground activist in
German occupied France (cf. Fry 1945), an official and employee of
the US Federal Reserve Board where he was involved in the admin-

14 The text is partly based on my entry "Albert O. Hirschman" in: Beckert, Jens and
Milan Zafirovsky (eds.), International Encyclopedia of Economic Sociology. London:
Routledge, 2006: 317-320
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istration of the Marshall Plan (1946 - 52), a government advisor work-
ing for the World Bank and an independent consultant running his
private business (Colombia, 1952 - 56). To the best of my knowledge,
there is hardly any other person whose life course spans that variety
of professional experience.

Hirschman'’s style of intellectual work

His highly distinctive style of intellectual work has been de-
scribed by himself and others as driven by a propensity for "lateral"
thinking, for "self-subversion" (1995), and "trespassing” (1981) or
"boundary-crossing" (1998), often combined with a sense of irony, a
keen interest in paradoxes, unanticipated consequences (of both the
"perverse effects" and the benign "blessings in disguise" variety),
"trust in doubt" and the fallibility of "general laws". The intellectual
playfulness and unmatched elegance of much of his writings, much
of which are "non-technical" by the standards of modern economics
(cf. the critical appraisal of Krugman, 1996) corresponds, with all its
subtlety of imagination, to a concern for humanistic and progressive
values and the role these values can play in the conduct of social and
economic research (cf,, e. g., 1971; 1981, ch. 14).

The greatest accomplishment of social theory is arguably its
capacity for categorizing a heterogeneous variety of phenomena
around by means of a few, simple, and clear-cut concepts. Hirsch-
man has become influential and famous for his innovative explora-
tion of pairs (and sometimes triplets) of opposite concepts and the
tensions, asymmetries, sequences and syntheses that occur between
the respective realm of opposites. He is best known for the concep-
tual pair of "exit" vs. "voice" (1970), to which he returns with revi-
sions and elaborations in some of his later work (1981, chs. 9 -
12,1986, ch. 4; 1995, ch. 1). If social systems (such as states, mar-
riages, firms, market transactions, industrial relations) perform dis-
appointingly, members can leave ("exit") or "protest", i. e. raise their
"voice" in order to seek improvement. After introducing the distinc-
tion of these two basic mechanisms of responding to failure, Hirsch-
man proceeds to analyse the (opportunity) costs and returns that ei-
ther of them yields in different situations. One idea suggested by
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this distinction is that "exit" is the standard response in markets and
"voice" the standard within firms and politics. Another aspect is the
asymmetrical sequence of the two: once exit has been chosen, voice
is no longer relevant, while the threat of exit may well increase the
weight of voice, as highlighted by Hirschman in his analysis of the
GDR opposition movement of summer and fall of 1989 (1995, ch. 1) .
Whether a complaint results in exit or voice depends, among other
things, on the costliness of exit, which may well be too "cheap" to lead
actors to try voice first (1967). Yet voice, in case it is collectively and
hence more effectively raised, may presuppose prior investment in
and the practise of collective action which makes your voice louder
and more likely to be heard. (Individual utterances may often just
make for "noise" rather than voice.) Following these and related
lines of thought, the reader is introduced into a whole range of situ-
ations and problems of rational agency, the complexity of which de-
fies any doctrine of some unique best way to deal with all kinds of
failure and suboptimality.

One of the great and challenging issues in contemporary so-
cial theorizing to the solution of which, I submit, Hirschman's work
can provide fruitful guidance is the critique of liberalism and its claim
of a robust compatibility of democracy and capitalism. Today, we
encounter liberalism in two versions: its political version ("liberal de-
mocracy" as it is defined by rule of law, equal rights, constitutional-
ism with division of powers) and its economic version ("neo"-liberal-
ism, liberalization of markets). Apologists for market liberalism usu-
ally praise the unanticipated and unintended consequences of mar-
ket competition, brought about by some anonymous invisible hand
as positive and beneficial externalities, as something that is condu-
cive to growth, innovation and eventually social progress through
alleged "trickling down" effects. Yet often the same authors, using
Hirschman's "rhetoric of reaction” patterns, condemn the outcomes
of policy and state intervention, as they are allegedly bound to lead
to (if anything) counterproductive effects and jeopardize valued ac-
complishments. Democratic voice is what seems under threat in
many places, be it in the form of "illiberal democracy" which bans the
use of voice through authoritarian forms of rule or in the even more
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familiar form of undemocratic market liberalism where voice is si-
lenced by the ubiquitous fear of investors and employers turning to
"exit", a move that they can ever more easily perform under the
premise of "globalization".

The pair of concepts "exit" and "voice", as well as other re-
lated pairs such as "interests" vs. "passions” (1977) or "private inter-
ests" vs. "public action" (1982), or "market dominance" vs. “precapi-
talist forms" (1986, ch. 5) have, at least in Hirschman's own use and
imaginative applications, some of the compelling simplicity, ele-
gance, and intellectual appeal that must be experienced by children
who learn that their speech is structured and organized by a small
set of rules of grammar of which they so far have been unaware. The
interplay of these elementary forms and forces of social life yields
such a virtually unlimited complexity of phenomena and situations
that both prescription and prediction become matters of an ill-advised
ambition on the part of both social scientists and political leaders.
"After so many failed prophecies”, Hirschman asks (1986: 139), "is it
not in the interest of social science to embrace complexity, be it at
some sacrifice of its claim to predictive power?". Instead of general
"laws of development", social scientists (following Hirschman's
model of "possibilism"; 1971; 1986, ch. 8) should elucidate the range
of the possible, thus deconstructing both the notion of insurmount-
able obstacles to change as well as the opposite notion of some law-
like certainty of the course of events and developments. What he
focuses upon is the vast range of contingency - all that what is neither
necessary nor impossible (Aristotle). In some of his writings on
method, Hirschman theorizes the (self-)doubt in the intellectual
practice of nomothetic theorizing in search of "iron laws". (As an
aside, let me note that strangely enough there does not seem to have
been a contact or exchange of Hirschman and Polanyi, in spite of
some similarities in their creative and heterodox economic thought.)

Hirschman'’s interpretive approach

Hirschman also ridicules, beginning with his writings on
economic development, the figures of both the "visiting expert" and
the visiting revolutionary, both offering ready-made recipes to put
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to work - or, in the case of those befallen by the doctrinaire pessi-
mism of “fracasomania”, or "failure complex” (1998: 87) Hirschman
observes in Latin America, the message that "nothing works" and we
are doomed. Such deterministic views, according to Hirschman, suf-
fer from the dual liability of not only being untrue (unless entirely
trivial), but, perhaps more importantly, because they ignore and dis-
courage the creativity and energy of human agents in their constant
search for improvement. Motivations of economic agents are in no
way "given', least of all by homo oeconomicus assumptions, but they
emerge endogenously from the specifics of a situation and the ex-
pectations it gives rise to. There is thus more than just an element of
hermeneutics in Hirschman's approach to economic action. The
basic intuition of this approach is well illustrated by the famous
model of the "tunnel effect" (1981, ch. 3): The model is that of two
lanes of traffic getting stuck in a tunnel. After a while, only the left
lane traffic starts moving, inducing the hope in those still stuck in
the right lane that they, too, will soon be allowed to move. After this
does not happen for an amount of time, the hopes of the people in
the right lane turns into frustration and anger; as a consequence,
they try to squeeze themselves into the left lane, and the traffic gets
stuck again.

A similar U-shaped trajectory of endogenous motivational
change underlies the analysis of Shifting Involvements (1982). Provid-
ing an alternative to the dominant public choice models of the Pris-
oners' Dilemma und the Logic of Collective Action (Olson, 1965), the
author provides theoretical evidence and empirical illustration of
the fact that actors engaged in "public-regarding action" do actually
experience the costs of such action as a gain - as the pleasure of acting
and belonging, which would explain why the more of this action is
taking place, the more resources for further action are mobilized, as
with the appetite that comes with the eating. Up to a point, that is,
when failure to achieve intended objectives turns into frustration
and eventually defection or fatalistic inaction. Similarly, as Hirsch-
man had observed much earlier (1958), an unorthodox strategy of
"unbalanced growth" can yield challenges, trigger the creativity and
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spontaneity of actors, and yield unanticipated upstream, down-
stream, and inter-sectoral linkages (1967) and other favorable exter-
nalities, the total effect of which may be superior to what any strat-
egy of "balanced" growth is able to accomplish.

Another example of Hirschman's interpretive approach is his
account of the debates about the welfare state (1986, ch. 7) and his
analysis of what he terms the "rhetoric of reaction" (1991) where he
describes how dominant interpretations of "futility" and "perverse
effects” can inhibit the course of political and economic reform. He
also shows how the false certainty concerning perverse effects can
be dispelled by the reformers' insistence that the policies they advo-
cate are called for "on the ground that they are right and just, rather
than by alleging that they are needed in order to stave off some im-
aginary disaster" (1993: 311).

Much of Hirschman's work on the economics of develop-
ment as well as that on the rise of markets and the interaction of
markets and politics has played the role of a highly influential "in-
stant classic” (if more so in sociology and political science than in the
discipline of economics itself); this "classical” status of the opus is in-
dicated by the fact that Hirschman (by 2003) has been awarded no
less than 19 honorary degrees from universities in eight different
countries. Yet research which tests, applies, elaborates, or critically
confronts his theoretical insights are still rare, with recent work of
Helmut Anheier being among the noteworthy exceptions. Freeman
and Medoff (1984) have used the exit/voice paradigm for an analysis
of industrial relations and industrial action, and several of the con-
tributors to his Festschrift (Foxley et al. 1986) have taken up and dis-
cussed some of his theoretical ideas. But a critical and comprehen-
sive assessment of Hirschman's work in its entirety, including his
contribution to modern political economy and the sociology of firms
and other organizations, is still missing. Hopefully, the initiative
that Nicoletta Stame and Luca Meldolesi have taken with founding
the Colorni-Hirschman Institute and in organizing, together with
Marianne Egger, this Third Conference on Albert Hirschman's Leg-
acy will contribute to finally overcome the relative neglect with
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which the social sciences have for a long time treated one of their
most creative and original 20th century thinkers.
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Marta Petrusewicz

My Interview with Albert Hirschman

I was actually a very close friend with Albert Hirschman
and Sarah Hirschman. It happened, I think, by the time I arrived in
Princeton, to teach in Princeton in the Department of History. I'm
historian. I had read something about Journeys toward Progress or The
Strategy of Economic Development because I started as economic his-
torian before I became a different historian.

Many people, as Luca and Nicoletta and other people in
Princeton, know how welcoming Sarah and Albert were especially
to foreigners. And that was actually the case.

Luca: especially to Eastern women ...

Marta: Yes, Albert. Sarah was welcoming to everybody.
They were extremely nice and open people, but also they were very
cosmopolitan. At home they spoke mostly in French and Albert had
not spoken in German for a very long time. Actually it was very
moving when Wolf Lepenies came for a year at the Institute for Ad-
vanced Study and they started reading Holderlin together and he
went back to German via poetry. So at home they spoke French. Sa-
rah was doing this project which involved Latinos, “People and Sto-
ries”, “Gente y Cuentos”. They spoke English as well. Sarah spoke
with her mother and aunt, who were still alive and lived in Califor-
nia, over the phone in Russian every single day. It was like a joke.
Her mother was 90s and Sarah spoke with her every day over the
phone.

When I arrived I was the right kind of person to be adopted.
I was basically adopted as a third daughter. Katia had become by
then a French daughter, and actually a French Jewish daughter. Lisa
had become an American daughter, and I was the third daughter
which understood Russian, and who could talk with Sarah about
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her beloved poetry. And I could talk with Albert in Italian and about
Italy. I knew some of the people who were very close to him then,
who were from the other side, like his memory of Emilio Sereni. I
knew Clara Sereni. He was very close friend of Renzo Giua, and I
knew well Lisa Giua Foa. So we could talk Italian, we could talk
about Italy, we talked about Poland, we could talk Russian, we
could talk French. That was the adoption, and that’s how friendship
developed.

Then the idea of the interview. I now regret immensely that
I never thought of putting on paper the story of my mother. She was
not very keen, but I could have talked of my aunt, of my father... I
have never done it, but now I regret it immensely.

The idea of the interview with Hirschman was the idea pro-
posed by Carmine Donzelli, it was his idea. He asked me to do it
together: of course ... I was the daughter. So I asked Albert and he
said no. He said that everything that he had to say he had put in his
books: he worked on his books very carefully, he thought and re-
thought his ideas. So, actually, he didn’t see the point. But as I in-
sisted, already having been the daughter for ten years by then, he
gave in with this interview. Actually it was a great fun, but what I
want to say is what Albert discovered: it was really the first time. He
was in private, with friends, with visitors: when you asked him
questions he would show you the fake identity card, other fake
cards that he had, he was very funny proud for his various adven-
tures.

So it's not that he was not talking about the past like my
mother. Actually, Albert and Sarah when they went to Warsaw, and
nobody knew Albert in Warsaw yet, my mother took them around,
they found the language.

He never wanted to talk on the record about his life, and
about concepts and ideas, how they developed and how they were
revisited. In that long conversations, which lasted several days com-
ing and going to where we kept most of these, but also at home, the
conversation was in different languages. He wanted to speak Italian.
And lot of that was in Italian. And then it was in English, and then
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some parts of that were in French because he started telling the sto-
ries of Marseilles, so they would come in French. And he also
wanted poetry in German. So then the working of this interview,
mostly made by Claudia Rusconi, was as a big thing.

What I wanted to say is that in that process he actually
started discovering things about himself. There were some ques-
tions that he said: “oh, you know, I never asked myself this ques-
tion”. And he started developing these ideas of how he was always
crossing borders in every possible sense, disciplinarian and actual
borders, and being illegal, and going to Spain and going back and
forth with the German passport, changing passport, using the
French, inventing the ways of crossing borders into Spain without
leaving France, these very complicated things. Crossing borders was
something that he had done all his life, in every possible sense. But
what he developed in these conversations, was that he started de-
veloping the concept of being a trespasser and crossing borders.
Luca spoke about his self-subversion. He explained to us how this
self-subversion works, that is how he rethinks his own ideas. He
never thought that any of his ideas were nonsense. He said: “no, I
never thought they were nonsense, but they were not all true. Many
ideas were not all true”.

He loved languages, and even by that time it was very clear
that there was no language which is his language. He wrote these
palindromes; he wrote them in several languages. So he really had
several languages and no language was actually his. The language
of Berlin maybe he shared it with Wolf Lepenies but not just with
everybody. And so was for every language. But, he started rethink-
ing of his use of the language. And in that conversation he got very
excited. He said this: “it's a very beautiful thing to do, as one of the
fundamental rights in American Declaration of Rights, the right to
the pursuit of happiness”. And then he said: “the happiness of pur-
suit, that's exactly what I want to talk about. People are happy be-
cause they are doing collectively something together, because they
are looking for the solution not demanding individual solutions”.

Then we asked him why was what he wrote against some-
body and he said “yes, a lot of books are written against”. And he
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explained which things he wrote against the rational choice, the free
riding, concepts that really disgusted him. But he said that the hap-
piness of writing Passions and Interests was that is not written against
anybody. He said it was an incredible happiness.

Then what happened was that ci ha preso gusto, he took
pleasure. The more he did it, the more he liked it. And then when
he read the product that was presented to him he was absolutely
happy with that. And then he totally appropriated it, it was actually
lovely how he took it over. He didn't even inform us or the officially
publisher. Then it was published in French — La Morale secréte de
I"économiste —, it was published in Crossing Boundaries, it was pub-
lished in German, in English, in Spanish. It became his. And he liked
this sort of connecting his life to his ideas. His life of course was ever
connected. All was always connected. Somebody was talking about
him being more theoretical. We talked about it and he said in this
interview: “Sometimes I like to do some theory but actually I don't
like the abstract theory. I am glad to be able to do it from time to
time, just to show and demonstrate it”.

Albert was really an incredibly optimistic person. His nom
de bataille during the period in Marseille with Fry was Beamish be-
cause he really had this ... in his eyes. I saw him the last time a few
weeks before he died. He was in the nursing home and he hadn't
been speaking for a very long time, but his eyes were alive.

What I regret is that I tried to ask him more about the Jew-
ishness but he was escaping this topic. He said it really didn't mat-
ter. Now, how much could it not matter? His father came from the
pain of settlements. Even if he wanted to put everything behind, he
must have had the memory of pogrom maybe not to him but to oth-
ers. His mother, about whom he said not very many things, came
from a religious family and extremely numerous family. And I think
there was a rabbi there, if not immediately, one generation removed.
But Albert said: “ you know, we were baptized, a lot people of this
part of town, the Jews from this part of town, were baptized, were
baptized as protestant, and it didn't really mean anything to any-
body being baptized or not being baptized”. He went to the Franzo-
sische gymnasium. Yiddish of course was not the language, it was
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not the language of the German assimilated Jews. Carlo Ginzburg
then reproached me for not having insisted on that. But, he didn't
want to talk about it, and Sarah didn't want to talk about it either.
And she was from Wilno, that’s sort of more real. Recently I read
David Simon, the economist David Simon who wrote a book about
this: Holocaust escapees who are the economist of development. So,
I thought it was very interesting for me. Actually it is not. It's sort of
putting together some 15 protagonists and show that Gerschenkron
and Hirschman were in the same office in Berkeley and then Ger-
schenkron called him to come to Washington. And so on. It is not
really a topic...
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Lucie Tesniere
My Great-grandparents Forged Albert’s
Identity Card %

Background information:

Paul and Juliette were my great-grandparents. They used to live
in Nimes, in Southern France. Paul was a surgeon, and Juliette — de facto
— his anaesthetist (as the specialisation did not officially exist in France at
that time). During WWII, Paul was coordinating the illegal health services
for the Resistance in his department. Six years ago, I decided to find out
more about that and interviewed his son, Jean-Pierre, who was a teenager
at the time.

I ring on the door of the apartment of Jean-Pierre, one of
Paul’s sons, at rue d’Assas in Paris. At 93 years old, Jean-Pierre is
one of the family patriarchs. He has strong features — a face carved
as if out of rock, a prominent nose, an easy smile and a kindly look.
His wife, my godmother, almost thirty years his junior, greets me, a
cigarette in her hand. She leads me to the living room.

“Would you like some tea?”

I accept and arrange my things on the table to prepare for
the interview:

“Did Paul, your father, talk to you about the Resistance?”

“No,” replied Jean-Pierre.

“Not even after the war?”

“No... What I know, I learnt about it from other people, by
chance. In 1989, for instance, I met a man in Paris. He was called
Albert Hirschman. He was a German Jew. I'd met him in France for

15 This chapter is translated from L. Tesniére (2018) Madame vous allez m’émouvoir. Une
famille frangaise a travers deux guerres mondiales, Paris: Flammarion.
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the first time during the 1930s at my cousins’ place. He was their
private tutor. He had fled with his sister from the Nazi persecution
in Germany. Paul and Juliette made him false papers in 1940 that
allowed him to leave France! I learnt that 50 years after the fact!”
“What became of Albert Hirschman?”
“I don’t know. I think that he lives in the United States...”

The interview goes on for several more hours. I thank Jean-
Pierre and fetch my bike to go home. On my way, my curiosity
piqued by this Albert Hirschman, I open my computer for some in-
ternet research.

I come across a Wikipedia entry devoted to him. After the
war, Hirschman became a renowned economist. He was a tenured
professor at Harvard, Yale, and Princeton! Impressive! There’s no
date of death. His last book was published in French very recently...
Could it be that it’s still possible to talk to him? My excitement rises.

I come across the blog of an Indian professor at Columbia
University, Rajiv Sethi, who writes: “Albert Hirschman is 95 years
old today.” This professor knew the date of Hirschman’s birthday.
With a bit of luck, he might know him personally?

I find Prof. Sethi’s email on the Columbia University web-
site. I decide to go all in and send him an email: “Dear Mr Sethi, I
have just been on your blog. You seem to know Mr Albert Hirsch-
man. My name is Lucie Tesniere. I think that my great-granddad in
1940 made counterfeit papers for Mr Hirschman enabling him to
leave Europe. Do you know if it would be possible to contact him?
Best regards, Lucie Tesniere”.

Voila. A message in a bottle, cast into the sea.

His response arrives within a few hours!

“Albert is 97 years old now. He’s been sick for many years
and can’t be reached by telephone or email. You should contact
Adelman, his biographer, who is most familiar with Albert’s early
years.”

I'm disappointed. I'd hoped, a bit madly, to speak to Hirsch-
man himself. I doubt that his biographer would have the slightest
awareness of my great-grandfather. But I have nothing to lose by
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trying. So I get back in touch with Jeremy Adelman, professor at
Princeton (they all seem to end up in the top five American univer-
sities!).

He agrees to speak to me, cautioning me that “I don’t think
that you'll learn anything that you didn’t know already”.

It's 11pm in Brussels and 5pm in Princeton, when we man-
age to talk, a week after his email. In the background I can hear the
rowdy voices of youth. I get the sense of a beautiful afternoon on an
American campus.

I explain what I know: Hirschman’s meeting in 1989 with
my great-uncle, the fake ID card. Adelman listens carefully. Then I
take a deep breath:

“Did you ever hear him talking about our family?”

“Of course!” Albert Hirschman often spoke about the
Cabouat family.

I can hardly breath. He spoke about our family?

“He even describes meeting your family in one of his
books.”

“Are you joking?!”

"Not at all. I'll scan the relevant chapters for you. Albert
Hirschman carefully kept the false identity card signed by your fam-
ily.”

“This is extraordinary! You said you didn’t think you had
anything new to tell me!”

“I thought you knew.”

“No, no one spoke about it in the family!”

“Your family was Protestant, wasn’t it?”

“Yes. Paul was Catholic but his wife was Protestant and the
children were brought up that way.”

“Albert Hirschman always thought that was extremely im-
portant — that the Protestants in France understood his problem. He
always felt the courage and sympathy that French Protestants had
for others.” He continued. “When Hitler comes to power, Hirsch-
man is 18 years old. He is a social democrat. Some of his friends were
arrested. Hirschman immediately leaves Germany for France,
where he meets Jean-Pierre, Paul’s son, in the early 1930s. In 1939,
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at the declaration of war, Hirschman enlists in the French army. Un-
der the German occupation his situation is perilous, as both a Jew
and a political opponent. He flees to the south of France, still unoc-
cupied, where the only person he knows is Jean-Pierre. So Hirsch-
man goes to Nimes. Jean-Pierre is not there, but his father, Paul, wel-
comes him. They discuss his situation. Hirschman speaks French
without an accent and can go unnoticed. But if the Germans see his
papers he will be arrested. So Paul arranges a false identity card for
him, along with a false affidavit attesting to the loss of his identity
papers, made out in the name of Albert Hermant, a Frenchman born
in Philadelphia, USA, so that no one could check the French birth
registry. It was thanks to these documents that Hirschman emi-
grated to the United States in 1940.

“It’s not until 1989 that Hirschman next hears news of Jean-
Pierre through a common friend, Jean-Noé€l Jeanneney, a historian.
Hirschman asks Jeanneney to invite Jean-Pierre to dinner. Over the
meal Hirschman tells the whole story to Jean-Pierre and shows him
the false identity card.

“Jean-Pierre looks at the document with a start: ‘But ... that’s
my mother’s signature! It was my mother who signed the fake doc-
ument’. Hirschman is stunned. He had always thought that the card
had been signed by a man”.

The phone is jammed to my ear. I am drinking in Adelman’s
words.

“All his life, Albert Hirschman had a feeling that the
Cabouat family had saved him. It was a very small gesture for the
Cabouats. They never understood how important it was to Albert.”

This whole story is shocking to me. It's incredible to think
that, on the other side of the Atlantic, years later, someone wrote
about Paul, without anyone in his family knowing about it!

It's midnight.

I end the call.

Sleep is out of the question.
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A few days later, I receive an email with the scan of the false
identity card, with its picture of Albert Hermant, born not in Ger-
many but in Philadelphia, address “c/o Dr. Cabouat, 5 rue Demians,
Nimes”. My grand-mother’s address.

Further down, I see the signature of my great-grandmother,
Juliette Cabouat.

There it is. Proof. Unbelievable...
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To have used a real name and address on this card showed
enormous trust in its veracity. Around then I met a historian,
Philippe Joutard, who told me: "You know, the story of this false
identity card is important because of its date: it is very rare to see
such acts of opposition as early as July 1940.”

In the same email Adelman attached extracts of Hirsch-
man's book. There I came across this account by his pen: “Later, in
the sixties, when all the young people were going through “identity
crises”... at the Erikson, I had to tell them: "when I was twenty, I
didn’t have time to have an identity crisis. But I did have an identity
card crisis!”

In 1940, Hirschman lived for a time with the Cabouats and
then went to Marseille, “where my French identity card, embel-
lished with Mr Cabouat'’s signature, was to do great service for me
(especially in my work with Varian Fry [...] until my departure for
the United States in December 1940)”.

I'm not familiar with Varian Fry, but I don’t dwell on it.
What interests me in Hirschman's book is that his grandson is called
Grégoire. That’s a very French name! I contact his biographer to find
out if Hirschman has descendants in France. “Yes he does. I'll put
you in touch with his daughter, Katia.” Katia agrees to meet me in
Paris.

It is a rather special situation to discover the daughter of a
man whose life may have been saved by your own great-grandfa-
ther during the war. Who is she? What will we say to each other?

I ring at the door of Katia’s apartment, not far from Mont-
martre. It's full of books, with stained glass windows at the end of a
corridor. In the living room a little girl, sick, is lying on the sofa un-
der a duvet, watching television. Katia kisses her granddaughter
and leaves her in the care of her husband. We both leave for lunch
in a café in Rue des Martyrs. Katia is a playful, interesting woman.
Near the end of the meal she exclaims:

“You haven’t heard of Varian Fry? He was an extraordinary
person. In the 1930s he was a journalist, an American correspondent
in Berlin. He was deeply shocked by the scenes of violence against
the Jews he saw. Back in the United States, he began working for the
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Emergency Rescue Committee, which raised funds to rescue Jewish
writers, artists and political opposition figures from the Nazis. In
1940, he left for Marseille with $3,000 in cash. He helped thousands
of people escape, including Hannah Arendt, Andre Breton, Chagall,
Heinrich Mann ...! Over six months Albert Hirschman, my father,
helped him in his mission.

“An American film was made about Fry, Varian’s War, with
William Hurt and Julia Ormond.”

A few months later, on December 25th 2012, I'm with my
family for Christmas. Jean-Pierre comes to see me carrying a news-
paper: "Albert Hirschman is dead. It's in Le Monde. It's crazy: we’d
just found him!”

I look at the article in Le Monde in silence. “Albert Hirsch-
man died on Monday December 10th, at Erwin Township (New Jer-
sey, United States), aged 97. He had an active life, as a combatant
and a witness to the upheavals of the 20th century which would
have such consequences for his own biography, such is the legacy
of one who was as much a cross-disciplinary sociologist and philos-
opher as he was an economist.

I am too late to meet him.

I soon discover that the biggest newspapers across the
world are paying tribute to him: the New York Times, the Washing-
ton Post, Le Monde ... The Economist writes that Albert Hirschman
should have received the Nobel Prize in Economics. Le Monde pub-
lishes a full page on him. Accompanying the article is the Hirsch-
man’s false identity card. The identity card signed by my great-
grandmother.

Thanks to the false papers that she signed, my great-grand-
mother, Juliette Cabouat, is in Le Monde, more than 40 years after her
death.
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Business and Development

Still, surprisingly, in the early Nineties of last century, the
Colombian business community knew Albert Hirschman as a con-
sultant, much more than as a scholar (!). The origin of The Strategy
(and more generally of Hirschman’s Latin American elaboration)
was grounded originally in his professional work in Bogota (to-
gether with George Kalmanoff: 1954-56) at least as much as in his
responsibility for the Government Planning Commission (1952-54).
Indeed: “Interdependence and Industrialization” and “Efficiency
and Role of Individual Firm” (Ch. 6 and 8 of The Strategy) had a key
role in Albert life-long intellectual experience. In this Panel we ten-
tatively connect all that to some work we are doing in Europe on
development and business activities.
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Hans Riidiger Lange
“ Akteurszentrierter Strukturwandel” in

Lusatia — a Hirschmanian Approach to
Socio-economic Transformations?
Observations and Questions from
Development Practice and Embedded
Research in a Highly Industrialized
Region

I am very much honored to have the possibility here to
share with this community our challenge, strive and insights in Lu-
satia of making decarbonization policies practically successful in in-
dustrialized regions. Personally Albert Hirschman and this commu-
nity has been a great discovery and enrichment — and I am grateful
to the organizers of this series of conferences and in particular to
Prof. Matthias Tomenendal, to have opened this door for me in Feb-
ruary this year.

Why is this Albert Hirschman perspective so compelling for
us? Us, that are some 50 actors and stakeholders in a mining region
about 100 km South of Berlin facing Coal Exit driven by decarboni-
zation policy of the German government. In 2016 regional players
like business associations and the university initiated “Innovation-
region Lausitz GmbH” with the purpose to find a way to walk
through the process of decarbonization without repeating the trau-
matic experiences of deindustrialization in the 1990’s. Hirschmann's
conceptual frameworks and heuristics seem to resonate strongly
with our needs and chosen approaches.

With this contribution I want to share insights from prac-
tice. I present the story of this still very young transformation case

53



in three phases following our adaptive strategy of “Akteurszen-
trierter Strukturwandel” (Regional Entrepreneurial Transformation
Process) — starting with the formation phase of our initiative, an ex-
perimentation and finally an institutionalization phase. For each
phase, I present a description of what happened. For each phase I
try to pick out one “castelletto”: a particular insight which I relate to
existing theoretical concepts and summarize with a key terminol-

ogy'e.

Akteurszentrierter Strukturwandel — Formation Phase (2016/17):
Listening

In early 2016, the region was still locked into the conflict and
political polarization between those against and those for coal in-
dustry in the region. In order to overcome this dead lock, we entered
into a broad dialogue putting out three key messages: 1) ”the coal
exit we are fighting about is already taking place”, 2) “no repetition
of 1990 - this time we want to take the change in our own hands”
and 3) “we don’t know what will be but we want to start the journey
to discover it NOW”. Because we had no pre-fabricated plan, our
plan started with listening as part of a bottom up strategy process
reaching out to those affected the most by coal exit. We conducted
some 40 interviews with entrepreneurs and managers from the most
affected firms and asked them how they judged the situation and
what they thought would be good to do (Markwardt et al 2016). This
dialog opened doors, entailed a wider range of contacts and cooper-
ations and helped us and the interviewed persons to develop a
shared perspective.

In parallel, we developed a second level of explorative dia-
log with research and expertise communities. We engaged in coop-
erative research projects with a number of selected research partners

16 Eugenio Colorni and Albert Hirschman worked out their own procedure to co-
develop their inspiration: 1) observe, 2) relate to existing concepts and 3) coin ade-
quate terminology. Once developed, Albert’s “petites idées” became “castelletti” —
taking the word from the Italian Renaissance: castelletti — nice little castles.
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reflecting a diversity of views and complementarity of socializa-
tions. Amongst others we collaborated with nodal, a creative Brazil-
ian management consultancy (www.nodal.br), McKinsey consul-
tancy for data analytics and case studies of successful “non-coal” re-
gional transformation cases (iRL internal material), with E3G and
Boll Stiftung (NGO'’s) in a cross-border, Czech-German dialog about
energy-transition and with various established research institu-
tions'.

On our own account, the team of Innovationsregion Lausitz
systematically worked on issues of strategy development and inno-
vation. We approached the issue from a business practice literature
and through exchanges and networking with the start-up and inno-
vation communities in Berlin, Leipzig and Dresden as well as inter-
national events’s.

Based on these inputs and our practice work with the firms
and stakeholders in Lusatia we co-created our specific strategic
framework — “Akteurszentrierter Strukturwandel” - for our organ-
ization (Lange et al. 2017). The emerging concept was refined in a
sequence of workshops with shareholders and stakeholders and in-
tensively put forward for discussions in the Lusatia.

Castelletto I: A “Hirschmanian Development Context” re-
quires adaptive strategies of transformation. The regional speciali-
zation of lignite based electricity production has become under de-
carbonization policies a context of high uncertainty and techno-po-
litical disruption. Innovationsregion Lausitz has chosen an adaptive
strategy to face structural change.

Observation. The listening and analysis of the strategic con-
text of Lusatia at the end of 2015 led to us to the following observa-
tions (Lange et al. 2017):

17 Stanford University, Wuppertal Institute e.V., Ifo Dresden, HIW Halle, DIW Berlin etc.

18 Interactive conferences SWSX 2016 Austin Texas, SWSX 2017 Austin Texas, Colli-
sion 2018 New Orleans, Organisacoes (fr)ageis 2019 Sao Paulo
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Lusatia is an industrialized, peripheral region framed by the
cities of Berlin, Leipzig, Dresden, and Wroclaw: At present,
lignite mining, electricity generation, chemical industry,
and various manufacturing activities are at the core of the
value creation. Comparatively, high value creation and
wages in the energy and chemical industry are the source of
prosperity.

Lusatia is fragmented on the political-institutional level: It
is divided both by an international (Polish-German) and by
a relatively recent (1990) German interstate border (states of
Sachsen and Brandenburg). Subsequently, the formation of
a single economical-political center of action is at least com-
plicated if not unrealistic.

Lusatia is still characterized by a void of strategic corporate
centers capable of driving regional development from the
business side. Centralization and nationalization in times of
the GDR as well as the privatization focus on a subunit level
in the 1990s have left the region deprived of robust, strate-
gically integrated, typical German “Mittelstand” firms.
Most local firms are fairly young (25 years) and rather small
(10-150 employees).

Persisting bleach-out of entrepreneurial tacit knowledge,
practice, milieus, and networks after 40 years of socialism:
Although the 1990s produced a sprawl of courageous entre-
preneurs, the depth and breadth of entrepreneurial experi-
ence in the region is still thin. Forty years of systematic ex-
pulsion of firm owners, eradication of ownership in civil so-
ciety, and stigmatization of the entrepreneur in education
and culture have left a void that has been only partially re-
covered in the 30 years since 1990.

Relating to concepts. Scholarship on disruption, innovation

and start-up-business have led to a rethinking of strategical ap-

proaches as a function of uncertainty and control over resources or
goals. Birkinshaw (2010) elaborated the consequences for manage-

ment in such circumstances of uncertainty and volatile changes.
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Reeves (2015) summarized these developments in strategic thinking
and introduced a classification of strategic approaches in terms of
uncertainty and malleability — i.e. in terms of the knowledge about
future context evolution of a given agent, on the one hand, and the
influence of that agent on his context, on the other hand. Following
this thinking, we concluded from our analysis that actors and stake-
holders in Lusatia are at the onset of the political induced coal exit
in 2016 in a situation of high uncertainty (unclear political process,
glooming prospects for the regional anchor industry lignite based
power generation — for a detailed discussion see Lehmann 2018) and
at the same time in a position of low malleability. Low malleability,
because there is no formal or legitimate political structure in Lusatia
as an entity in its own (next political entities beyond counties are the
“Lander” with their capitals in Potsdam and Dresden — political cen-
ters who perceive Lusatia as periphery). Furthermore, there are also
no strong strategic business head quarters with a critical mass of re-
sources in order to shape the future evolution of the region (all big
companies are controlled by decision centers outside the region,
70% of the interviewed suppliers in the lignite cluster have no stra-
tegic autonomy in Lusatia). As a consequence, the strategy of an en-
tity like Innovationsregion Lausitz GmbH would best follow a con-
cept of adaptive strategy following an iterative sequence of experi-
mental exploration, testing, learning and improvement.

After living through this process of strategy formulation, I
personally came only lately — in February 2019 — into contact with
the thinking and methodology of the Hirschman community. I was
delighted and felt that his concepts — “non-linearity”, “disequilib-
rium state of system” aspects and the resulting central role of “un-
certainty” — related very much to our own context analysis in terms
of uncertainty and malleability. Beyond that, our methodological
conclusions with respect to strategy design principles (adaptive
strategy) and operational choice of instruments (wide range of per-
spectives, conceptual diversity, maker philosophy with a bias to self
made experimentation) resonate strongly with Hirschmanian devel-
opment concepts
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Creative Terminology. We coined our approach “Akteurszen-
trierter Strukturwandel” with an English translation as “Regional
Entrepreneurial Transformation Process” (RETP). These descrip-
tions emphasize the crucial role of uncertainty in the current situa-
tion and the disruption of existing structures — leading us to a con-
centration in our innovation work on individuals and small entities.

Akteurszentrierter Strukturwandel - Experimentation Phase
(2017/18): Open Innovation

On the practical side of our approach to the coal-exit chal-
lenge in Lusatia, we took a lot of inspiration from the start-up world.

In 2016, we started offering a cascade of successive co-crea-
tion workshops on strategy, product innovation, business model op-
timization and a full design sprint. A first round of over 40 work-
shops with even more companies helped us to develop a project of
now over 100 innovation projects in Lusatia. We also run a program
“Innovation Interaktiv’ — a one day event with several 2 hours
workshops addressing different segments in the population (pupils,
entrepreneurs, elderly) in varying formats.

In summer 2017, we made a stop and undertook our annual
strategic review. We evaluated all activities and sorted out those
which worked and those which failed. A key conclusion of the 2017
review was an endeavor to increase the scale of our activities. The
small project workshops seemed to dissipate the energy and ap-
peared too fragmented in face of the challenge of disruption from
the coal exit. Thus, we embarked on three measures of intensifica-
tion: open innovation conference, master class (“Meisterklasse” like
in classical music) and strategic initiatives (grouping firms with sim-
ilar innovation potentials together). We developed and tested these
measures 2017 through 2019. Starting with an open innovation con-
ference with 80 participants over two days, a master class of entre-
preneurship & innovation 2017 regrouping some 20 personalities —
the “work horses of innovation” — within the firms which we had
encountered and learnt to appreciate in 2016. We derived a list of 5
strategic initiatives and related consortia of firms from our innova-
tion project portfolio by mid 2017.
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In summer 2018, we repeated our annual strategic review
and decided to abandon “innovation interaktiv”, initiated a co-in-
novation platform (waves of innovation projects which are always
co-developed with at least two local partners) amongst a group of
companies in the field of industrial automatization as one new po-
tential markets for regional specialization in Lusatia. The processes
to set up these activities up are running at present.

Castelletto II: And there we are, a few years into the coal
exit: the cumbersome part of change. Finding out and feeling into
limitations, failure, misperceptions. Spiced sometimes by the de-
light of tiny early successes. We believe that these failures help us to
unveil that part of our vision which turns out to be impossible. We
also believe that it is important to tell everybody from the beginning
that this hard part of structural change is an integral part of a future
success story.

Observation. A big part in this kind of explorative innovation
and development work is that large numbers of projects fail or, more
precisely, that failure is an essential part of the discovery and learn-
ing process. As we know from abundant data in the start-up world,
something like over 80% of business ideas fail, some 20% survive
and only one or two out of a hundred manage to achieve healthy
growth. A few years now under way with Innovationsregion Lau-
sitz GmbH, we accompany a similar exploration process with the
people and companies striving for new business opportunities be-
yond coal. We sift together through a lot of options, encounter diffi-
culties and learn about the obstacles. The key is to run this “path-
finding in the darkness of the unknown” with a joyful mind set —
understanding that each early failure is the reduction of uncertainty
and risk in the long run. With respect to the motivation of individu-
als and the energy of the collective, it is important to be honest about
the reality of this hard part of change. Hirschman knew this and
gave it a voice: “... sometimes things have to become harder before
they become better ...”.
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Relating to concepts. Today — in contrast to Albert Hirschman
in 1990 or even earlier — we have a broad scholarship about disrup-
tive innovation and even a popular culture about start-ups and
founders. Due to the economic attraction to build a billion dollar
start-up, a lot of resources have been flowing into the research on
this type of “development work” and “behavioral patterns” in the
tech and business world. Although at a first glance it seems hard to
imagine two more distant fields than a traditional mining region
and an urban start-up world, the high level of uncertainty of disrup-
tion on the one hand and the uncertainty about future markets
brings them pretty close together. The start-up world has developed
process understanding (Ries 2011), system understanding (Geels
2011, Isenberg 2011) and people tech, i.e. practices of collaboration
for innovation (Osterwalder 2010) to manage business risk of new
ventures. A broad set of practices has developed towards a culture
of risk taking and errors (events like fuck-up nights, Ted talks or
celebrating error at googleX) as well as behavioral scholarship into
failure and healing (Brown 2015, Horowitz 2014, Pepin 2016, Sarash-
vaty 2001). It seems to me a rewarding comparison to review Hirsch-
man’s thinking and practice in the light of the learnings from the
start-up world.

Creative Terminology. At Innovationsregion Lausitz GmbH
we deliberately adopted language from the start-up world to talk
about the challenges of structural change. We have set up the “Lau-
sitzLab” as an explorative laboratory. We call a research and devel-
opment platform “Ko-Innovationsplattform Industrie-Automatis-
ierung”. A book recollecting experience from past structural change
of local entrepreneurs got the title “Chancen der Lausitz” (Oppor-
tunities for Lusatia).

This contrasts with the official talk of politicians and termi-
nology of research experts on coal exit and structural change in the
actual German debate. There is a lot of talk about coal-exit
(“Kohleausstieg”), a structurally weak region (“Struktur-
schwache”), “just” transition (supposing “injustice”), social protec-
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tion (“Sicherheit der Arbeitspldtze”) and “participation” (in a cen-
trally decided political process). It is a discourse of decline, pre-
tended influence of the locals and promises of security.

Albert Hirschman alerted us to the danger of ‘fracasoma-
nia’. The question is: what is the role of the creative terminology we
use to talk about the challenges to face? Do we speak honestly about
the insights we have? Do local people perceive this as a correct de-
scription for their situation? If we take a Hirschmanian perspective
on “systems in disequilibrium” and “non-linear processes”, I fear
and I feel that we should employ terminology reflecting the high
risk as well as hardship of these processes and what people in these
regions have to expect in the coming years. At the same time an ad-
equate terminology conveys also a mindset to take an entrepreneur-
ial approach towards a better future. The term “possibilism” is for
me an inspiring example: it highlights how little we know in such
circumstances about the future — both about its upsides and its
downsides.

Akteurszentrierter Strukturwandel - Institutionalization Phase
(2019): struggle for agency

By 2019, the search for orientation continues. First partial
successes appear. A lot of insights into the challenges have been gen-
erated. Overall new patterns of cooperation have been established.
On the economic side, the disequilibrium disruptive forces are set-
ting in for the lignite sector (plant closure, reduction of work force,
credit crunch). In mid 2019 a prominent commission on “work,
structural reform and employment” concluded a compromise on
coal-phase out on the federal level in 2018. The commission was
carefully composed of 32 members balancing the presumed conflict-
ing political interests on a national level. The commission elaborated
within less than a year a time frame for coal phase out until 2038 in
Germany and catalogue of support measures for the affected re-
gions (totaling some middle two digit amount of billions of Euros
over 20 years). Though this commission had no formal legislative
power, the executive and legislative started to develop legislation
and action programs along the lines outlined by the commission. As
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a consequence, the debate over the institutional and organizational
governance in Lusatia has become a critical question. At the time of
writing this paper, the central state ministries seem to take the deci-
sive role in this change process. As a consequence, regional state
governments (“Lander”) align along their traditional and estab-
lished state-center organizational lines. The State of Saxony has just
announced to form a dedicated legal entity (“Entwicklungsgesell-
schaft”) which regroups both coal regions within in Saxony — a third
of “Lausitzrevier” and the “Mitteldeutsches Revier” — into a single
organization. On the local level, the regional entities (Lausitz Runde,
Innovationsregion Lausitz, Wirtschaftsregion Lausitz) created over
the last three years appear now to be outpaced by these new struc-
tures. Regional fragmentation of Lusatia seems to come back. And
as the central state decided not to create regional funds but intends
to provide the resources mostly through existing programs and pol-
icy measures on the federal level, the power structure and power
lines are molded along existing structures outside of Lusatia. It
seems at the moment, that local initiatives can only “shop” from the
central state programmatic options.

Castelletto III: A key milestone in the reaction to disruptive
change is that the region organizes itself and addresses the problem
of agency in the transformation process. In situations of disruption
and economic disequilibrium, time horizons are short and impact of
change high. Such situations typically require the “region” to for-
mulate goals rapidly, coordinate its capabilities and allocate scarce
resources.

Observation. The question for a highly industrialized region
is how much of its already accumulated “regional economic system”
in terms of infrastructure, business organizations, governance struc-
tures and cultural specialization can be saved for a new specializa-
tion beyond the current economic activity in decay. Will the resili-
ence be such that much of the cumulated ‘cultural capital” (coordi-
nation processes, business organizations) will be reused? Can the
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existing governance and business organizations become key organ-
izers of the transition? Or will the decay be faster than the transition
and existing governance structures and business organizations will
vanish before new viable economic activities will be rising? In such
a case, the transition will probably occur predominantly through a
migration of individuals either within the region from one employ-
ment to unemployment and new employment or a migration out of
the region.

Relating to concepts. Within a highly developed industrial so-
ciety, a large number of players is active in the field of development
and innovation — political parties, specialized branches of the ad-
ministration on different levels, the universities and interest groups
and associations (for the case of Lusatia see Lange 2017 on
“Netzwerkbildung”). A successful industrial society or region usu-
ally has developed an elaborate pattern of coordination in order to
create some competitive advantage for the region in the global econ-
omy. Now, under a disruptive external shock, such a regionally co-
ordinated ecosystem becomes a challenge on its own. The existing
processes and structures itself are affected by the shock. Past priori-
ties, authorities and legitimacies are subject to change too. Who and
which institution has both legitimacy and the authority to speak and
act on behalf of the region? Although some cohabitation of different
structures can be creative as well as constructive in the initial phase
of structural change, a coordinating structure capable to integrate
strategy development, mitigation of interests and execution of ac-
tions is the more important the stronger the intensity of structural
change in the region becomes.

The coordination in such developed industrial societies has
been outlined in their complexity by multi-level models reflecting
different layers of coordination — markets, political regime, organi-
zations, individuals (Geels 2011). Another approach to frame the
complexity of coordination provide concepts of ecosystems — where
Isenberg’s entrepreneurial ecosystem with its major categories mar-
kets, human capital, supports, culture, finance and policy may serve
as an example (Isenberg 2011). The efficient coordination of such an
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elaborate entrepreneurial ecosystem is a corner stone of competi-
tiveness of a given region — a state of optimization sometimes la-
beled smart specialization (European Commission 2012). Much less
studied are the transition states of such entrepreneurial eco-systems
and the conflicts and change processes arising when they come un-
der shock (see contribution of Tomenendal et al. in this volume).

As this phase of institutionalization is still ongoing in Lusa-
tia, it is too early to assess the full picture of this process. It is visible
that existing coordination structures struggle to organize regional
coordination. We observe that the number of agents went up in face
of the coal exit since 2016. The coordination costs in the system
scales with the number of agents. This plus the uncertainty about
actorness, legitimacy and authority absorbs a lot of energy from the
community and leads to friction and inefficiencies.

Creative Terminology. Looking at these phenomena of inter-
nal complexity of regional economic systems under shock, I would
like to discuss this in terms of Entropy of Coordination. If the re-
gional specialization is very high and comprises several layers in the
multi-level model or the alignment of several elements in the entre-
preneurial ecosystem, it appears to be attractive to attempt a change
process involving current actors, organizations, institutions and net-
works already in place. If successful, this shows the resilience of
such an established ecosystem. Change management occurs on a
higher level of regional self organization. The coordinative entropy
remains close to the former level of the equilibrium system. It might
be on the other hand, that the incumbent ecosystem has not the re-
silience and most of its structures decay. The number of coordina-
tion tasks explodes. The entropy of coordination in the regional sys-
tem will go up accordingly. The change will be done to a large extent
on the level of lots of individual choices and coping.

Outlook
The experience of Lusatia as a mining and energy region en-
tering into a policy induced coal phase out has been presented in
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three phases: formation of initiative, experimentation and institu-
tionalization. The scholarship of the Hirschman community has
been an insightful and helpful frame to read and interpret the diffi-
culties, contradictions and also the measures developed by Innova-
tionsregion Lausitz GmbH in the years 2016 —2019. The concepts of
“Akteurszentrierter Strukturwandel” as an adaptive strategy to dis-
ruptive change, the “LausitzLab” as a set of cooperation formats and
an attempt to frame the struggle for regional agency with a concept
of “Entropy of Coordination” have been discussed in this paper.
Based on the fruitful exchanges during the conference, it appears
promising to integrate further the approaches developed in start-up
communities and new venture development with the scholarship in
development and regional economics.
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Matthias Tomenendal, Hans Riidiger Lange, Christian
Raffer

Possibilism at Firm and Cluster Level:
How Institutional Logics Affect Regional
Economic Resilience in Lusatia in the
Face of Decarbonization

Introduction

In the course of our research on the lignite-mining cluster in
Lusatia, East Germany, we have realized that Hirschmanian ideas
are inspiring and fruitful for developing intellectual foundations
and practical actions in the pursuit of a promising further develop-
ment of the region. In this contribution, we aim to highlight main
findings of our current research and link these to Hirschmanian
thinking as we interpret it.

Our object of study is the Eastern German region of Lusatia.
Because of large natural lignite reserves and centralized industrial
policy during times of the General Democratic Republic (GDR), this
region is strongly linked to coal mining and power generation as of
now. When the German federal government decided for the phase-
out of lignite-based power generation a few years ago, the region of
Lusatia was exposed to a shock with regard to the development of
its regional economic system. From the perspective of cluster re-
search the key question arises, how cluster firms and subsequently
the cluster may be resilient in the face of this shock. And from a
Hirschmanian point of view the more general question arises, how
the further development of the region of Lusatia may be supported.

In this context, we aim to make a contribution by proposing,
from a neo-institutional perspective, that antecedents for cluster re-
silience are changes of institutional logics which may eventually
lead to higher resilience of cluster firms and finally of the cluster. In
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line with former research, we find that in the face of turbulence, in-
stitutional logics in firms become contested and develop towards
more openness and collaboration. This process is an interplay of
structure and agency in organizations with a more significant role
of agency in times of crisis. At this point, we see a connection to
Hirschman'’s idea of possibilism in the sense that individual actors
who act outside the realm of dominant institutional logics may serve
organizations well in achieving resilience.

Our paper is structured as follows: after an introduction
into the current situation and significant historical developments of
Lusatia in the last decades, we introduce our theoretical framework
based on neo-institutionalism and cluster research. Afterwards we
present the design and key results of our empirical study of cluster
firms in Lusatia. Finally, we conclude, focusing specifically on links
of our research to ideas of Albert O. Hirschman’s.

Lusatia as a Challenging Case for Regional Transformation
Lusatia, which is located in the East of Germany and entails
the Eastern part of Saxony and the Southeastern part of Branden-
burg, has been a mining region since the late 19t century. It devel-
oped quickly in the 20t century, especially when Lusatia was to be-
come the leading “energy district” (Energiedistrikt) of the GDR with
the city of Senftenberg as the “capital of lignite” (Hauptstadt der
Braunkohle) and the “Energiekombinat Schwarze Pumpe” at its
centre. At times, lignite from Lusatia contributed to 87% of energy
generation in the GDR, as lignite was the only domestic source of
energy in Eastern Germany (Schulz and Schwartzkopff 2018: 12).
Germany’s re-unification and the subsequent de-industrial-
ization eliminated large parts of other traditional industries of Lu-
satia — like aluminum production in Lauta, steelworks in Lauchham-
mer and the important textile industries in cities like Cottbus,
Spremberg, Forst and Guben. In spite of the closure of four fifth of
the mines which had operated in 1990, the relative importance of the
energy sector for the region was highlighted by the GDR's strategic
move to make the lignite-based electricity production an “anchor of
stability” in the post-reunification years. During the privatization
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phase in the early 1990s, mining activities where regrouped in the
company of LAUBAG (Lausitzer Braunkohle AG). Its headquarters
were moved from Senftenberg to Cottbus, and the headquarters of
the East German utility VEAG (Vereinigte Elektrizititswerke AG)
were moved from Berlin to Cottbus in order to create a national util-
ity champion at eyes’ level with the other major German utilities.
The companies LAUBAG and VEAG were sold to the Swedish state
owned utility Vattenfall in a move to further internationalize the
East German economy. The power plant fleet was completely mod-
ernized and expanded well into the second decade of the 215t cen-
tury. Over this period, Lusatia saw an increase from 55 (2000) to 62
(2016) Mio. t of lignite output per annum - representing 36% of pro-
duction (2016) in Germany as a total (RWI 2018), which corresponds
to 10% of electricity production in Germany. Direct employment in
the lignite-based electricity production grew from 7,081 (in the year
2000) to 8,281 employees (in the year 2016). The share of Lusatia in
the lignite-mining work force increased from 36% to 42% in Ger-
many over the same period.

As a result, the regional economy of Lusatia is today still a
region with a strong specialization in the energy sector. The high
value creation in the lignite-based electricity generation is due to the
comparatively high transport costs of this fossil fuel and therefore
the concentration of a near complete value chain reaching from land
preparation, mining, recultivation over transport to power plant en-
gineering, operation and waste management. The lignite-mining
cluster provides identity to the region and a major source of employ-
ment. Overall the region still counts around 24,000 coal-dependent
workers and an annual value creation of about 1.4 billion € in terms
of salaries and local contracts from this sector (BMWi 2019: 74). Fur-
thermore, a strong industrial cluster of firms and other institutions
like universities, research institutes or industry associations has de-
veloped around the theme of lignite mining and power generation.
Given the economic, but also the social and political, background
the transition of a centrally steered lignite-mining cluster with two
focal firms (LEAG and VEAG) towards new areas of economic ac-
tivity without dominantly leading firms and institutions is a big
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challenge. The region of Lusatia now has to show resilience, that is
“a multidimensional property embracing not only recovery from
the shock and resistance (the ability of regions to resist disruptive
shocks in the first place), but also re-orientation (the extent to which
the region adapts its economic structure), and finally renewal (the
degree to which the region resumes the growth path that character-
ized its economy prior to the shock)” (Martin, 2012; cited from Bris-
tow/Healy, 2014: 924).

Regional Transformation from the Perspectives of Neo-Institu-
tionalism and Cluster Research

We refer to cluster research and neo-institutionalism to ad-
dress the question how cluster firms may show resilience in Lusatia.

Hervas-Oliver, Sempere-Ripoll, and Boronat-Moll (2014)
called for linking the relational view of cluster research (which has
the cluster as a complete system in focus) with the resource-based
view (with individual cluster participants in focus). Such a bridging
of different streams of cluster research may be achieved by cross-
disciplinary research, which is characterized by “the contamination
between the various disciplines, which borrowed theoretical frame-
works and analytical tools from one another, enriching the notion of
clusters in a co-evolutionary and trespassing process” (Lazzeretti,
Sedita, and Caloffi 2014: 23), much in the sense of Hirschman (1981).
Following this tradition, we strive to trespass several streams of
cluster research such as evolutionary economic geography, innova-
tion and firm analysis as well as inter-firm networks, social capital
and flows of knowledge, according to the classification of cluster lit-
erature by Hervas-Oliver et al. (2015). To this end, we will promote
the idea that cluster resilience is driven by institutional logics, which
connect structure and agency and may serve as the linking pin be-
tween the relational and resource-based view of cluster analysis.

We understand a cluster as an agglomeration of firms and
institutions, which share activities in a value network. Cluster resil-
ience is “an adaptive capability that allows a cluster to make
changes to overcome internal and external disruption and still func-
tion with its identity as a cluster within a particular field”
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(Dstergaard/Park, 2013: 2). A more general concept is the resilience
of economic regions. Martin and Sunley state that “the notion of re-
gional resilience is necessarily context- and place-dependent”, but
they call for research on “general principles concerning its defini-

”r

tion, measurement and explanation”” by conducting “case-studies
of specific regions” (2015: 36). In this line of thought, we propose to
study the specific case of the Lusatian lignite-mining cluster deploy-
ing a qualitative methodology, also to “stress the unique rather than
the general, the unexpected rather than the expected, and the possi-
ble rather than the probable.” (Hirschman 1971: 28).

Former studies on specific clusters rather raised questions
on the resilience of cluster firms: Behrens, Boualam, and Martin
(2018) did not find any evidence that plants in Canadian textile and
clothing clusters are more resilient than those outside clusters.
Dstergaard and Park (2013) found mixed results on the wireless
communication cluster in North Jutland, Denmark, but they con-
cluded that the degree of entrepreneurship has a positive effect on
cluster resilience. Too much dependence on focal firms in clusters
seems to diminish cluster firm resilience (Martin, Mayer, and
Mayneris 2013). This is especially the case when the leading firms
are multinational corporations who quickly withdraw from busi-
nesses in the face of crises. Elola, Parrilli, and Rabellotti (2013) found
that the resilience of cluster firms in the Basque wind energy indus-
try depends on their flexibility and ability to act in the international
arena. Delgado and Porter (2017) report a positive effect of clusters
on their participants’ resilience in the U.S. (2017), depending on the
business-sector diversity of a cluster: Clusters in which firms belong
to a set of related industries have been found to be more resilient
than clusters in which firms specialize in one narrow industry. Yet,
resilience of a cluster does not necessarily mean resilience of all
firms (Delgado 2017). Higher resilience seems to be shown by “flex-
ible firms” with regard to their product/service offerings, which act
in clusters with “adaptive capacity” and “appropriate institutional
forms of coordination” (Storper and Christopherson 1986).

In sum, there is still a lack of empirical studies on how sec-
tor-specific cluster firms can increase their resilience as a reaction to
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a shock. Here, we propose to relate to neo-institutional thinking.
New (or neo-) institutionalism is one of the leading organizational the-
ories today. It is characterized by a focus on how the external envi-
ronment socially constructs organizations by providing templates
for formal structures and policies for increasing an organization’s
legitimacy in the wider world (Powell and Bromley 2013: 764). The
institutional context is characterized by institutional logics which
are defined as “socially constructed, historical patterns of material
practices, assumptions, values, beliefs, and rules by which individ-
uals produce and reproduce their material subsistence, organize
time and space, and provide meaning to their social reality”
(Thornton and Ocasio 1999: 804). In this sense, institutional logics
provide a link between individual agency and socially constructed
institutional practices (Thornton and Ocasio 2008: 101). Analyzing
changes in institutional logics is an application of Hirschmanian
possibilism from our point of view, as possibilism can be regarded
as “a tool of analysis based on cognitive presuppositions rather than
on the assumptions of the rational homo oeconomicus” (Lepenies
2008: 449).

Moreover, recent research on neoinstitutional theory “has
been at the forefront” of efforts to analyze how organizations deal
with multiple, sometime divergent, external pressures, especially
how to deal with turbulences (Ramus, Vaccaro, and Brusoni 2017:
1253-1256). The relative importance of institutional logics within an
organization may change in the course of turbulences (Reay and
Hinings 2009). In addition, in the face of turbulence collaboration
among organizational members, who advance different institu-
tional logics, is important (Ramus, Vaccaro, and Brusoni 2017), even
if it becomes more difficult (Almandoz 2012).

There is limited research on the role of institutional logics in
the development of clusters so far. Tilleman (2009) found a positive
role of congruous institutional logics in a study on cluster emer-
gence in wind and solar energy industries. In a study on agricultural
clusters in Ghana, Osei-Amponsah, van Paassen, and Klerkx (2018)
found processes of bricolage and blending of institutional logics of
potential partners in development initiatives and conclude that a
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deep understanding of such processes may serve development prac-
titioners in the future. Yet, there is still a considerable gap in litera-
ture at the interface of specific research on the resilience of cluster
firms and clusters in the face of an external shock and on how insti-
tutional logics develop for increasing an organization’s legitimacy,
its resilience and finally chance to survive. It is here where we aim
to contribute with our study. We strive to analyze how cluster firms
change institutional logics in their pursuit to prosper further and to
survive —in a word to be resilient.

Empirical Findings Hinting to Changes in Institutional Logics
for Higher Resilience as “Possibilist” Moves

Data for our qualitative empirical study were collected in
ten expert interview sessions in Lusatia from summer 2017 to the
early months of 2018. In each session, five to ten entrepreneurs or
representatives of public or research institutions participated. The
mode of interviewing was a so called “Erzéhlsalon”, a combination
of group discussion and narrative interview which follows the tra-
dition of focus group interviews (Richter and Rohnstock 2016: 94,
Patton 2002: 385). The group situation helped to disclose collectively
relevant processes and to socially control extreme and distorting
views. While the interview situation promoted exchange of repre-
sentatives of companies and institutions from within and outside
the energy sector, we analyzed only material from representatives
of firms which either directly or indirectly (e.g. by services to direct
participants) operate in the field of energy-tech (Zukunftsagentur
Brandenburg 2012). In the final sample only firms were included
which employ at least 50 people. The interviewees who participated
in the group interviews, which we analyzed, represent 13 out of 91
companies with more than 50 employees in the Lusatian lignite-
mining cluster. Out of these 13 firms, for seven (Firms A to G) the
interview material was rich enough to identify institutional logics
and their transition.

We audiotaped and transcribed all interviews. We analyzed
the transcripts by structured content analysis according to Mayring
(2014). In the center of our content analysis, there was a system of
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categories, which was based on neo-institutionalism as applied by
Ramus, Vaccaro, and Brusoni (2017). Our fundamental structuring
dimensions, were “old institutional logic”, “new institutional logic”,
“external shock” as well as “moderation of institutional logics” and
“institutional complexity”. These were split up in finer-grained di-
mensions. Subsequently, the dimensions were brought together to
form a consistent system of categories. Two researchers then coded
the transcripts to guarantee inter-coder reliability. The result is a
case-based identification of all text passages, which correspond to
the coding scheme and a subsequent aggregation of those codes to
higher-level categories.

Three main findings emerged from analyzing the empirical
data: First, all of the seven analyzed cluster firms, in the face of the
external shock, increase their openness towards innovation and try
to develop new business ideas by adapting their core competences.
Representatives from all firms mention that they do something new
now, something innovative. In all firms, it becomes clear that the
innovation, which goes in line with an adaptation of core compe-
tences, needs experimentation, an element of institutional logics,
which clearly deviated from the past:

“We need to develop products for new fields of business, we con-
ducted research in this direction. It is about getting an idea of where to go
in the future knowing fully well that mistakes may happen.” (Interviewee
from Firm E)

“The situation is new for us, but not unmanageable. In our com-
pany we made one or two attempts to find future fields of business, took the
freedom and were courageous enough to work on ideas.” (Interviewee
from Firm G)

We suggest regarding these experimental moves as signs of
Hirschmanian possibilism, as the experimenting actors surely act
outside of formerly dominant structures. They enact strong agency,
looking for a unique solution in an unknown situation.

Second, our data reveals that for developing new business
models and eventually coping with the external shock, cluster firms
increase their openness towards cooperation with other cluster
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firms. They put effort into building a network, including competi-
tors.

“We need to cooperate; we are located closely to each other. It is
possible to talk and to enrich each other. It is important to build alliances
and to learn what the others do.” (Interviewee from Firm B)

We interpret this move as an attempt, beyond former insti-
tutional logics, to collect ideas and to build potentially useful links
in order to generate new business. In the formerly rather stable Lu-
satian lignite-mining cluster, this is a clear shift in institutional
logics. It is a search for new possibilities for the future.

Third, we found comments that centered on the topics of
“moderation of institutional logics” and “institutional complexity”.
Institutional complexity is a state of increased stress or fear induced
by the transition from old to new institutional logics (Ramus, Vac-
caro, and Brusoni 2017). Then, active moderation in the process of
changing institutional logics is suggested. Our interview material of
five sample companies provides evidence of institutional complex-
ity. The interview material of three companies indicates the exist-
ence of moderation processes in the form of workshops or an ac-
tively communicating management. From our point of view, these
activities further enable possibilism, as they facilitate in the legitimi-
zation process for innovative agency - in search of possible, rather
than ideological solution.

Conclusion

We interpret Hirschman's idea of possibilism as the search
and support for independent and experiential agency in complex
situations of socio-economic transitions. With this interpretation, we
refer to Lepenies (2008: 448): “Hirschman advocates an escape from
the “straightjacket constructs’ of policies grounded in generaliza-
tions, universal laws and fixed sequences by searching instead for
the uniqueness or unique features of a given situation. This would
then allow the identification of possible ‘avenues of escape’. He calls
this approach ‘possibilism’. It is based on the belief that change
within any given setting is possible, but that identifying agents of
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change requires a propensity to search for hidden rationalities or in-
terpretations of local settings which at first sight might be counter-
intuitive.”

In our research on the socio-economic transition of the East-
ern German region of Lusatia, which is the case of a lignite-mining
cluster that has to prove resilient in the face of a shock, we found
that changes of institutional logics within cluster firms occur and
can be the basis of resilience. The changes contain a more adaptable
view on core competences of the firms and a greater openness to
communicate with other players inside and outside of the cluster. In
addition, signs of higher complexity of institutional logics could be
found as well as the existence of coordination activities for arriving
atnew institutional logics after a phase of contested logics in the face
of crisis. These findings are in line with Ramus, Vaccaro, and Bru-
soni (2017): to support changes in institutional logics, moderation
processes within organizations are recommended. In addition, re-
flections and discussions about current, and potentially restricting
institutional logics with regard to more innovation may serve or-
ganizations well. More communication within organizations may be
effective for bringing forward formerly neglected ideas and compo-
nents of institutional logics. Agency should be strengthened over
structure so that cluster firms may make use of a variety of possible
elements of institutional logics in the situation of a shock, when the
most beneficial way forward is less clear than in stable times. In this
context, we think that we are well consistent with Hirschmanian
thinking on situations of regional economic development. As Lep-
enies points out, “Hirschman’s work propagates the necessity to
identify ‘built-in modifiers or remedies’ and to explore whether the
system might contain the ‘seeds of its own destruction” which allow
for the reduction of dependencies from within” (2008: 444). Thus,
for propagating socio-economic change, based on changes in insti-
tutional logics, agents of change should be strengthened in the
course of “ideology-free development work”. With our research, we
strive to highlight the powerful role of institutional logics in foster-
ing innovative regional transformation if it is regarded from a
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Hirschmanian perspective of possibilism, i.e. as channeling end em-
powering mechanisms of small-scale and disparate innovations,
which reveal what could be (Hirschman 1971/2013).
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Francesco Messina

Possibilism as a Cornerstone of
Consultancy

This text aims to describe the modus operandi behind our
consultancy service, CentoCinquanta. We will try to shed light on
our methodological efforts as consultants and practitioners of
Hirschmanian possibilism using examples to provide insight in sup-
port of the method.

CentoCinquanta is a management consultancy company.
Today it mainly deals with defining and implementing manage-
ment control models. The company name reveals its origins—
CentoCinquanta came into being at number 150 Via Umberto in Ca-
tania. It was not initially clear to us what we would achieve, and the
choice of name fell on our location at the time when we were just
starting to give shape to our ideas. As we shall see, this turned out
to be a point of strength.

In the early years we did a wide variety of things: we went
with entrepreneurs to trade fairs, we arranged exhibition spaces, we
accompanied business people presenting themselves to credit insti-
tutions, we created an online newspaper and sold it, we organized
the participation of several Italian universities in the model United
Nations, we facilitated the birth and growth of four associations of
entrepreneurs in different areas, etc. Each experience led to another
and improved our ability to do business. This stimulated our empa-
thy for the efforts made by entrepreneurs—we immerse ourselves
in their problems by experiencing them first hand; and this helped
give the relationship a psychological boost, even though none of the
founders has this sort of educational background. Thanks to this em-
pathy we don't just identify the right thing to do, but we ascertain
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what impediments might limit its effectiveness in the business con-
text and we support management to ensure its successful imple-
mentation.

We could never imagine a service that merely suggested
what to do without building the tools required to make the sug-
gested change a reality. I believe that the roots of much of this ap-
proach lie in both the chaotic entrepreneurial experiences of our
youth, and having been supported in these experiences by the les-
sons of Hirschman proposed by Meldolesi. CentoCinquanta has a
short slogan: "* A bit different" meaning that we felt that our way
was something different with respect to current trends in consult-
ing. What this difference consisted of is the essence of this article.

* A bit different

A consultancy should suggest and apply solutions that al-
low the company to grow and become independent in its ability to
reorganize itself. Some of the tools used in consulting can block a
company's endogenous growth process.

As Mintzberg and Westley (1992) point out, change can take
place on a level that is either more concrete or more conceptual. The
first of these is less traumatic for the individual, while the second
demands a radical alteration of mental models. In this sense, the lit-
erature distinguishes between “single loop” and “double loop”
learning. The former is reflected in behavioral changes rather than
changes in the understanding of what has happened. This leads to
incremental modifications or adjustments in the existing interpreta-
tion (Watzlawick, Weakland and Fish 1974). The double loop refers
to a restructuring of the individual’s mental models and results in a
significant change in the understanding of what is happening. The
double loop is correlated with the elimination of concepts and the
associations set up previously between these concepts and the ex-
ternal environment, along with the addition of new concepts and
associations. For this reason a low level change will more likely be
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linked to single loop learning, while a high level change is linked to
the double loop type.?

This means that the company’s efforts in training person-
nel have to be much more intense in the case of radical changes, in
order to favor a complete understanding of the double loop mech-
anism and the related replacement of the old mental model with
the newer one.

Figure 1 shows single-loop learning, on the left, and dou-
ble-loop on the right.

Step2 | v
vy Step2a |

Figure 1 Single and Double loop learning

Single loop learning is the ability to find and correct errors
within a set of norms. Double loop learning is the ability to maintain
a double view involving observing phenomena and also question-
ing whether existing norms are still valid or need to be modified.

e Step 1 is the process of understanding and monitoring the
environment.

e Step 2 is comparing the information received through mon-
itoring with existing norms.

e Step 2a is the process of “questioning” and examining
whether the norms governing an action are still valid.

19 For a more detailed study of the topic of single and double loop learning, see Mor-
gan (1997: 76 - 86)
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e Step 3 is the launching of an appropriate action, consistent
with the answer to step 2 (single loop) and 2a (double loop).

In the example offered by Gareth Morgan (1997), a thermo-
stat that regulates the ambient temperature in a home is a single loop
learning instrument. It checks the ambient temperature (step 1), ver-
ifies the desired temperature —in other words, the norm (step 2) and
decides whether or not to turn on the heat (step 3). A thermostat will
never be able to determine whether the norm is correct or not—
whether, that is, in the example, the temperature will be right for the
comfort of the people in the room. Many organizations become ex-
perts in single loop learning, developing skills in understanding the
external environment as well as in defining objectives and generally
monitoring system performance with regard to these objectives.

These skills are often institutionalized in the form of sys-
tems able to keep the organization up to speed.” Some examples:

1) The budget and other systems of managerial control often
favor single loop learning because they monitor costs, sales,
and other performance indicators that ensure that
organizational activities stay within established limits.
Advances in the computerization of management systems
have amplified this type of “single loop” controls. Double
loop learning requires the institutionalization of a system
that is capable of reviewing and boosting the basic
paradigms and operating norms. Many organizations,
bureaucracies in particular, generate systems that impede
the process of norm modification and perpetuate
themselves in single loop learning.

2) Bureaucratization tends to create fragmented systems
which, by parceling out problem solving among different
individuals in hierarchies and in different sectors, make the
problem of modifying norms nearly impenetrable. The ex-
istence of hierarchies and horizontal divisions tends to em-
phasize the distinction between different elements of the or-
ganization and amplifies the development of systems that
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pose barriers to learning; revision of standards thus be-
comes rare and occasional. Under these circumstances, sin-
gle loop learning is strengthened and can actually put an
organization on the wrong track.

3) Processes involving bureaucratic responsibility and other
forms of reward and punishment can prevent threatened
workers from finding creative solutions and can activate de-
fensive forms of behavior. To protect themselves and their
co-workers, people sweep problems under the rug to avoid
having to deal with them. They become skillful at reporting
only partial truths that put them in a good light, omitting
situations that might compromise the progress of the task,
or simply with the aim of pleasing a superior. An extreme
example, reported by Gareth Morgan (1997) is the destruc-
tion of the space shuttle Challenger due to insufficient qual-
ity control —a deficiency that, although known, was ignored
to ensure that the shuttle launch would take place at the
scheduled time.

Transmitting a double loop learning approach is what char-
acterizes us as * A bit different. It requires efforts in the design phase
and the implementation phase that are completely different, and the
examples we focus on below will highlight these, showing how they
make such an approach possible.

Every time we start a consulting activity, it is customary to
request the client company to host an introductory meeting for the
purpose of introducing the team of consultants to the employees.
During this meeting we ask a question that mainly functions as an
ice breaker: “Do you think there are opportunities for improvement
that can be activated in this company to reduce waste or increase
product quality and customer satisfaction?”

Typically, in all companies, the vast majority of attendees
raise their hands. Our job, of course, is to distinguish those ideas
aimed at solving an individual problem, perhaps at the expense of
quality and productivity, from solutions that actually produce an
advantageous advancement for the whole structure. The
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entrepreneur is always surprised to find that most of the ideas
offered are of this second kind. Thus, while the control model is
being defined we activate in parallel cross-sectional teams that
search for bottlenecks, malfunctions, errors or new opportunities
that can increase company margins or improve the well-being of its
components without generating new costs, but simply by
reorganizing existing costs.

This is made possible by the strong Hirschmanian
conviction that slack is always present—that resources exist, but
they are scattered, unused or misused; this is indeed true, and this
energy can be mobilized to reach a better level. Activating teams is
a necessary tool, but it is not enough. The people involved must
come to appreciate, little by little, that their contributions are
relevant and that what they say really affects processes since they
themselves are immediately responsible for them. In other words,
they have to discover the implications of working in a free
environment. In this context, what we mean by freedom is the
opportunity to present their own ideas without fear of judgment
and to discover that these ideas will always be evaluated —they may
be criticized, but they may lead to new initiatives for improvement.
This freedom is won day by day in increasing degrees of awareness
and its main enemy is self-censorship. For this reason, we help
people search for any debilitating beliefs that perpetuate the status
quo and prevent the generation of effective new initiatives.

Design vs Implementation
During the course of our work we distinguish two periods:
the design phase and the implementation phase.

The design phase. During this phase, we verify what the man-
agement's annual and multi-year objectives are, what information it
would like to see and how often, how it would like to reorganize the
organizational chart, job descriptions and procedures, and what
sorts of slack should be taken up in the short term. Starting in the
design phase we give great consideration to the role of debilitating
beliefs. The managers and entrepreneurs taking part in drafting a
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strategic plan can be infected with self-limiting ways of thinking
that severely restrict innovative action—and without new action it
is impossible to generate growth. We have formulated a set of ques-
tions that lead to a deconstruction of such debilitating beliefs, begin-
ning with recognizing their existence.

In the context of workshops involving people whose roles
in the company are diverse, the participants are each asked to de-
scribe their own role, whom they identify as benefiting from their
work, and how much this “alter ego” values their contribution. In
other words, if I fill the role of assistant cook, my beneficiary will be
the cook and I can ask how useful I think I am to the cook. This ques-
tion elicits first reactions. Individuals are forced to look at them-
selves from the outside and judge themselves. There is no judgment
from others—in our example, the cook, if present, would not be
asked to comment.

Typically, in the first round, the different subjects involved
give themselves—on a scale of 1 to 10—points that vary between 5
and 7. At this point we ask, “What would you have to do to get to
10?” This question helps the subject bring into the open what it is
that isn’t working.

Then we ask: “what has prevented you so far from deserv-
ing a 10?” and shift the attention from generic external problems to
problems that would respond to a proactive push. This crystallizes
the fact that there are margins of autonomy that can be exploited for
improvement.

The question that follows is: “If, even though you knew of
an error and how to fix it, you still didn’t do anything about it, then
there must be some reason. Can you tell us what it is?” This is where
debilitating beliefs come out. The list of reasons why no steps are
taken even when it is known that something could be done amounts
to a set of justifications for the status quo, and everyone —apart from
the person discussing the point—can see what a debilitating belief
in fact is. It is incredible to see how hard it is for the direct interloc-
utor to see at this point that what he or she says is not an absolute
truth, but a point of view that is blocking any other way of thinking.
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Here are examples of beliefs found in the company and their
counterparts —prerequisites for the correct exploration of an
effective action. Up to now we have identified a set of debilitating
beliefs, but this is not a sufficient basis for a plan of action—it is first
necessary to uncover new and empowering beliefs that would
underpin the idea that change is possible, and with this purpose in
mind we ask: “What new belief will determine the new level I want
to set for myself?” There are a thousand difficulties with this
question and it is not easy to extract an answer on the first attempt;
the individual must be given time to grow into it and often success

comes only after a few meetings.

Debilitating

Empowering

I don’t have time

I don’t know how to organize my time
differently

I can’t take on these responsibilitis

I don’t know the subject

No one is responsible

I've never helped define the roles in the
company and I've never seriously ques-
tioned my role

My boss and my colleagues don’t listen
to me

I don't know how to properly communi-
cate my ideas and share them with others

I don't know how to properly communi-
cate my ideas and share them with others

I don’t know how to do things differ-
ently

We'll never be able to do it

I'have never succeeded and I have al-
ways tried with the same strategy —1I
don't know any others

My colleague just doesn’t get it—it’s
pointless talking to him/her

With that colleague I can't make myself
understood

ITcan't doit

I'd like to learn to do it

It can’t be done

I don't know of examples of people who
have managed to do it

The costs of my responsibilities can't be
reduced

We need to go into the details to set the
costs differently

The client is always busy and hardly has
any time for me

The client has time for me because I offer
solutions that are useful in his/her work

I have several clients I focus on; others
just waste my time

All clients have their peculiarities and
need to be studied carefully

If I started checking the overall effective-
ness of the team, I would be less able to
take care of the details and people would
judge me incompetent // Or, my team
judges my skills on my ability to solve
problems.

I can improve the team by helping them
stay connected to our overall vision with-
out going into too much detail.




At this point the question becomes: based on an empower-
ing belief, what action can I take?

The idea here is the construction of a convincing plan of ac-
tion that is free of prejudice and useful in building real innovation.
The pathway is not a straight line—if a person in power takes ad-
vantage of the moment to reprimand those who are opening up to a
dialogue, the process will be blocked. For this reason we carry out
preliminary meetings with senior managers preparing them for the
approach they should take during the meetings.

The implementation phase. During this phase we help em-
ployees at all levels put into practice the decisions that have been
made.

As planners know, planning is one thing and application
another. In the application phase, everything comes to the surface,
the small details that prevent the immediate realization of what has
been projected are put through a necessary “fine tuning” that can
only take place following the acquisition of data in the field through
trial and error. And here we close an initial link in the chain of rea-
soning: although innovation is essential for competition, it neces-
sarily involves wandering in uncertain surroundings, and making
mistakes is an inevitable consequence of learning in an uncertain
context. Acquiring the freedom to propose an idea that may prove
to be incorrect is a point of arrival for mature teams that actually
manage to generate innovation, and it is not at all obvious that this
will take place. Implementation is risky.

Keeping the strategic plan and project plans together

You might say that we create an organizational system that
allows the free expression of ideas. Contributions can come from
any position; the warehouse worker may have useful suggestions
on how to reduce delivery times to customers, just as sales staff can
contribute in an important way to defining what customers like best
about the product and in this way guide research and development
in focusing on certain details.
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These suggestions can feed into a system of constant inno-
vation, but they can give rise to two kinds of problems: different di-
visions may have projects that conflict with one another and the
budget may not be enough for all of them. Because of this it is essen-
tial that management have a system that defines the objectives it
deems necessary to ensure the growth of the company. Initiatives
are collected in a single plan of action as outlined by Kaplan and
Norton (1996), each equipped with a dashboard that monitors
whether the individual projects carried out are in line with company
objectives or significantly deviate from these objectives.

It happens that we have encountered difficulties of this
type, which we can summarize in two broad categories:

e management fails to formalize its own objectives;
e management is unable to follow up on the formalized ob-
jectives by means of relevant projects.

In addition to the inevitable corporate culture necessary to
master the topic, the private companies where it was most difficult
to construct a formal development plan and where there was the
greatest disconnect between the objectives set and the actual pro-
jects had one element in common: management was not a cohesive
group and pursued different visions. In such cases our work is
geared toward understanding how each manager (each partner,
each official) imagines the company in the coming years, what dan-
gers it should be protected from and what opportunities are consid-
ered important to pursue. This exercise can produce a synthesis that
everyone agrees with—it's incredible to note how often managers
find they are more cohesive and in agreement than they had imag-
ined; or it brings to light irreconcilable elements about which deci-
sions have to be made.

The question concerning the connection between strategy
and projects can take on even more complex shades. We have done
consulting work for a number of middle-sized municipalities. Each
local government decides on an annual budget based on a multi-
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year plan set out at the beginning of their mandate. From our dia-
logue with various officials and managers on the one hand and the
departmental assessors on the other, a divergence between political
desires and the execution on the part of the technical structures
emerged clearly. So we did a double job, on the one hand extracting
from the multi-year plan (a difficult document to read, typically
over 600 pages) an 8-slide report setting out the strategies included,
and on the other summarizing the projects put in place by the vari-
ous departments and not yet concluded.

In this way officials were able to see for themselves that the
plans they were in the process of implementing were incoherent
with the strategic initiatives in the multi-year plan—indeed, and
perhaps even more serious, they were the projects of the previous
administration. This disconnect creates stress in the organization—
emotionally the different actors feel that they are armed against each
other, while they are governed by an inertia that keeps them moving
in the same old direction even despite the results of a new election.

The dynamics of innovation

In Italy, innovation is often seen as a virtue. It is as if a com-
pany could go on forever replicating its behavior and periodically
just acquire innovation from someone else. Obviously this is not the
case, and companies that do not periodically innovate under con-
stant pressure from clients, suppliers or competitors are either elim-
inated or forced to the margins of the market.

A company that wants to test itself daily in terms of innova-
tion will listen to these agents and will be encouraged to innovate or
customize. Such innovations lead to a widening of the range of
products or services offered. Some of these products can be ex-
tremely profitable, while others turn out to be (costly) nonstarters
that fail to produce the desired results. Product catalogs begin to
seem wildly diversified, warehouses pile up with materials not re-
usable for other purposes, and the time spent cannot be recovered.

Conversely, some solutions, perhaps designed to meet a
specific need, lend themselves to becoming real Business Units.
With additional work on the sales network and on product identity,
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they might produce high incomes and guarantee growth in a spe-
cific market niche.

For the purpose of the topic under discussion, we assume
that the company is equipped with excellent control tools and that
it is administered in a timely way —in other words, that the entre-
preneur is aware of company data in time to make decisions. This
rational choice keeps us from having to delve into issues such as the
doubts, anxieties, concerns and uncertainties of the entrepreneur
who, out of affection or because he believes that a product, while
not generating margins, is nevertheless able to attract customers to
other lines, decides to keep it alive even with its low or negative
margins.

Every day we witness the frustration of the entrepreneur
who would like to devote himself to each of these product lines, but
ends up spending his time in the usual routine and is unable to push
his team to make an effective effort. We also witness the phenome-
non of "cherry picking," in which the entrepreneur launches a new
line of work but then does not follow it, confident that someone in
the company will take the reins and make it grow. The more inde-
pendent this new line is from the core business, the more the entre-
preneur will be likely to delegate blindly. This will not produce the
expected results because in this phase the entrepreneur is delegating
a dream rather than a true business plan; and this typically produces
dissatisfaction, demotivation and bad feeling.

We can use a parable to try to express how much frustration
it can generate working simultaneously with multiple opportunities
in parallel. We have a forest with 810 saplings, each becoming suit-
able for cutting in 3 years; we, skilled woodcutters, have to cut down
5 trees a week and replant the same number of seeds. Let's assume
that every day our available energy allows us to give 10 hatchet
blows and that this is the number that will fell a tree. We have two
alternatives: 1) the first day, cut down and sell the first tree, the next
day the second tree and so on up to the last one; 2) chop at all five
trees every day knowing that each can be given two hatchet blows.
At the end of the first day we would not have brought home any
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wood, and the same for the second and the third —we have to wait
for the fifth day, when all the trees fall at the same time.

Three effects can be derived from this—one is financial: I
will have to manage a negative cash flow for a longer period of time
than in the case of the first hypothesis; one is organizational: I will
have to make a trip with a larger vehicle (which will remain station-
ary 4 days out of 5); the third is motivational: we will be just as tired
as we would have been if we had cut down only one tree a day, but
we won't have brought home any results, and this is a source of
frustration.

In an increasingly complex market, where the speed of the
decision-making process imposes abrupt changes of direction, wait-
ing for 5 opportunities to come to fruition in parallel is riskier than
letting them mature in sequence. It therefore seems more correct to
focus on one business at a time, understand its mechanisms from
close up, analyze how to build economies of scale and purpose, es-
tablish customer and supplier loyalty, make it efficient, put a man-
ager or partner in charge of it, and only after it is in a position to
produce income attack the second business. In this case a scientific
reduction of less interesting product lines should be considered in
order to be able to concentrate on the most profitable business areas.
An analysis of this kind will be possible if and only if all data are
correctly entered in general accounting and analytical accounting, if
the work phases have been correctly analyzed and quantified... etc.

But even this advice is risky. Albert Hirschman (1995: p. 74)
provides a useful suggestion that points in another direction: “lei-
surely, sequential problem-solving is not necessarily a pure blessing
[...]. Sequential problem-solving brings with it the risk of getting
stuck [...]. I have met with some real drawbacks of sequential solu-
tions, particularly where interdependence among tasks is weak or
nonexistent.” In short, there is a risk that focusing on one “tree” at a
time will not take advantage of economies of learning that could
lead to astonishing innovations which can in turn transform the en-
tire business.

Deciding not to undertake any exploration of business al-
ternatives means that the discoveries and potential innovations that
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might have derived from them are fueled instead only by unilateral
information. There is a consequent risk of becoming further en-
trenched in the existing business and seriously compromising “dis-
ruptive” innovations, which are blocked by the impossibility of
comparison with alternative experiences. In fact, we will see less in-
novation in the main business due to what Hirschman calls a “jeop-
ardizing” process: the company, fearful of putting at risk its steady
results, will postpone innovation in order not to damage the already
solidly established business. Jeopardizing explains clearly why it is
much easier to build than to destroy —innovations are snapped up
with greater motivation and enthusiasm if they do not force a re-
thinking of already established practices. Opening to a new market,
creating a new product, meeting a new customer are more enthusi-
astically undertaken than getting back to the already established
customers, to the xls files or the strings of software code already
built, to improving existing products, etc.

Our comfort zones conspire against us, and reshaping what
already exists is dangerous because we may no longer remember
how it works, but it is producing results. Losing something we al-
ready have produces more suffering than discovering that we have
missed out on something that we never had in the first place. The
destruens phase is blocked and jeopardizing is the dialectic (of
Hirschmanian memory) that we often find in companies. The entre-
preneur would like to modify what currently exists, but is afraid.
And yet there is no true innovation without destruction; by disman-
tling the activities we already know, we can find values that are not
yet fully expressed. Perhaps our potential customers have not yet
purchased a product because it is missing something inexpensive
that could greatly boost its value.

So how do we proceed? Perhaps Hirschman would recom-
mend adding a small office of experimentation (perhaps entrusted
to the entrepreneur's best collaborator) alongside current produc-
tion, which would continuously examine possible alternatives on
one hand, and the consequences of the gradual insertion of the most
promising of these into production on the other.
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Another observation: the failure to eliminate non-functional
business areas causes dispersion of strategic focus. Everything we
keep running requires concentration on the activities that fuel it.
Some time ago, in the case of a client who had started out as a large
gardening retailer, we realized that over the years he had expanded
his range of products so much that his vision was watered down—
he raised animals, produced seedlings, hired out gardeners. Each of
these activities was struggling, none produced income because each
of them needed the support of specific marketing and his limited
resources did not allow it. The strategic focus on the main business
had been lost.

The danger here is therefore double due to a trap acting in
two opposite directions that blocks the company: businesses mov-
ing forward with several projects in parallel risk dispersing re-
sources and bogging down before they see appreciable results; but
by not doing so, they risk not innovating at all because of the jeop-
ardizing of the functioning business.

There is a virtuous path here, distinguishable in the narrow
space between expanding lines of business and shutting out all in-
novation. If we value the wisdom of Einstein's observation that “the
mind that opens itself to a new idea never returns to its previous
dimension,” we should be willing to make room in the budget for a
number of rudimentary initiatives per period, aware that only a few
among these can actually be carried forward and that all will con-
tribute to influencing the current way of thinking about the existing
businesses. This involves building a multi-stage innovation “fun-
nel” that keeps the door open to new ideas so that they can permeate
the company, and then decants them in a second stage where, based
on corporate strategies and constraints on financial and managerial
resources, the company can define priorities and set up a budget
sufficient to carry out only some of these initiatives, transforming
them from ideas into Business Units.
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Francesco Cicione and Gennaro di Cello

Providing Innovation to the South: the
Entopan Experience?

F.C.: Building a provider of innovation to the South

We are a small group of people with previous political and
economic experience, and we got the crazy idea of building in South
Italy one of the most important innovation providers in Italy and
Europe. This is an enormous challenge and there are huge difficul-
ties to overcome. My reasoning is based on the other experiment in
Italy moving in this direction —H-Farm in the Veneto countryside. I
thought it would be a good thing, just as they did in the Veneto
countryside, to create an innovation center in the Calabria country-
side. They started out in 2005, ten years before we did. The idea was
to do something similar to what they were doing while taking a les-
son from the critical issues that they encountered. They started be-
fore us and they are ahead of us—they were the visionaries, the ref-
erence points in the process; we started later but we have their ex-
perience to learn from, and the world today has matured with re-
spect to what they are doing.

By comparison with their approach, we can define two
choices that in a way set us apart: operating without the support of
public funds and without the support of private capital. Madness on
top of madness. An act of presumption, perhaps, but at the same
time an act of necessity. After all, we are in Calabria and not in Ve-
neto, and we find ourselves interacting not only with a more fragile
ecosystem and entrepreneurial fabric, but with a banking and credit
situation that is more fragile as well. We did not have Northeastern
or Northern manufacturing to turn to for potential customers; we

20 Excerpts from an Interview by Nicoletta Stame, to appear in Pratiche Possibiliste,
edited by Vincenzo Marino and Nicoletta Stame (A Colorni-Hirschman International
Institute series, IDE, Roma).
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did not have the large banking groups in the North, and we did not
have the big capital and the Northern investment funds. Since we
wanted to do better and do more with less we asked ourselves "how
do we do it?". So we invented a new way, and that's the difference
between us and H-Farm.

H-Farm has been strongly supported by injections of capi-
tal. This makes sense from an entrepreneurial point of view. If you
need to build a new thing that does not exist, then it is right that
there is initial financing —this way the working group is not forced
to produce revenue every year and you have 5 years to work and
start producing and can get to the break-even point from the sixth
year onward.

Everything we have done, on the other hand, has been
without the support of capital. If we compare ourselves with them,
it emerges that in our first 5 years we had zero million euros from
external (external to our own) capital. We managed the whole
process with approximately 3 million in financing, of which 1.5 was
loans from the banks and / or the rescheduling of tax liabilities (that
is, debt), and the other 1.5 million we put in ourselves, in self-
financing. While H-farm got their money immediately, before
starting out, we started with zero and found the money over the
course of several years. For them it was financing that pushed the
project forward, while in our case the projects had to follow the
financing.

This situation produced both positive and negative effects.
On the positive side: we learned to strongly orient ourselves toward
achieving results; this has led us to invent a much more result-
oriented incubation and acceleration model, because we were in a
hurry to earn and cash in. It is not a coincidence that our financial
statements have shown profits and positive EBITDA right from the
first year of activity. A unique case. We did it by learning to produce
results. For example, in the case of any other start-up, they have 5
years to make it work, since they do not depend on this to sustain
themselves. Instead, we have had to do it in one or two years at
most.
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F.C.: Speeding up the innovation chain

To understand better, maybe we need to take a closer look
at the concept of the innovation chain. The innovation chain is made
up of the following phases. The first is pre-incubation. The start-up
comes to you with an idea, and in three or four months you try to
rationalize it and systematize it, trying in the meantime to under-
stand whether it is interesting. Then is the incubation phase in which,
once the idea has been rationalized, we start working on it. This
phase lasts for a certain period. In other places pre-incubation lasts
from six months to a year; with us, in some cases it can last a
month —enough time to be convinced that the idea will work or that
it won’t. Doing this saves a great deal of time. Then comes the accel-
eration phase. After incubating the idea and arriving at the creation
of a first prototype, you have to speed up the phase of placement in
the market, of pre-competitive development. That is, the start-up
has to get out into the market; it must start selling and making
money with its idea. Elsewhere, this phase usually goes on for years.
Last is the investment phase. Once you have verified that the idea
works, created a prototype to be put on the market, and started to
generate the first market metrics, you can open it up to interested
investors ready to capitalize the company. With us, the first three
phases, which elsewhere can last from three to five years, never go
beyond one or two years. This is because, as an innovation provider
we make money when the start-up we have worked on starts pro-
ducing profits and can pay us. Start-ups initially come to us penni-
less. We invest in work.

F.C.: Integrating solutions

I am very pleased with the results this type of pace has pro-
duced. I knew we had to do it in a year, and that this required inte-
grating and bringing forward the whole chain. In the meantime, I
thought I needed multidisciplinary skills, because what happens
later in other places must in our case take place simultaneously.
Here the legal, administrative, financial, technological, ICT, market-
ing and communication advisors all had to begin working together
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immediately. They are all part of the supply chain—this is our mul-
tidisciplinary approach. Obviously, not all of this can be done inter-
nally; some things must be outsourced. Therefore we have created
national and international partnerships so that what was missing
could be provided by the partners.

If, on the one hand, we have a model of incubation, acceler-
ation, investment, to help us understand needs regarding innova-
tion, on the other hand we have to find solutions, and it is here that
integration comes into the picture. If we have a start-up put together
by three IT engineers who know how to write a program, we have
reached the investment phase; but then since they are a company
they need administration and marketing, and maybe they don't
want external staff. At that point we guarantee them the incorpora-
tion of the skills that they don't have —we carry out these functions
at Entopan. So all the companies we incubate remain connected to
us, some decide to have us as advisors, others want us to integrate
their services with ours. Today, however, we are increasingly mak-
ing the decision to eliminate the integration phase in order to con-
centrate on the first phases, the setup of the project. A project has a
setup phase and a management phase. We are very good at manag-
ing the setup phase. Therefore we have decided to limit ourselves to
this phase, because the management phase tends to become disor-
ganized. This is a strategic choice.

F.C.: Everything is more difficult here, but we have gained trust
AsIsaid, our local context was way behind and much more
sterile than the one in which H-Farm operated. And this means
fewer customers. By now our customers also, and in fact mainly,
come from outside our area—the scale is national. At the beginning
they were mainly regional. The relationship was unbalanced toward
Calabria, now it is unbalanced towards the rest of the country.
Accessing bank debt was also difficult for us. We did the job
without having the initial capital H-farm had. If you need to finance
a start-up with 500 thousand euros or to finance yourself with a mil-
lion euros up in Milan, the financing is an ordinary loan that goes

100



through in 10 working days. So if you have 10 start-ups you can fi-
nance them quickly in Milan. In the North, the banking system is
more risk-prone because it has lower risk codes than those in the
South. Thus, getting a million euro start-up funded in Calabria is
something unusual and extraordinary. Asking for funding, both for
us and for the start-up, is difficult. We are the start-up’s consultant
and the start-up asks for funding, but the local banking system is
distrustful. Indeed, I have to say and I will admit that the banks were
very good with us because they trusted us and the projects we pre-
sented, since they knew us. But while they could extend such trust
on one project, they could not give it on 50 projects, as an advanced
banking system would have.

So, we had these three elements of structural difficulty: lack
of equity capital, a less productive market with less potential than
the one H-farm or the other providers operate in; and a much less
risk-prone banking system. Then there are infrastructural difficul-
ties. Broadband for example: in Milan they have 5G. Even though
we pay €30,000 a year, we often have the problem of an absent line.
Often in our old location there were even a power outages.

Other contextual difficulties derive from public policies and
from a region which is oriented more toward destroying things than
toward building them. In Calabria when you do something good
you are immediately attacked —social envy emerges. To resist these
attacks we have done two things. We have ignored destructive crit-
icism and stayed strong in our conscience. Don’t fall into the trap of
being argumentative, of following the old dynamic of the perverse
game of one against all and all against one. We have often talked
about this with Luca and we have gone ahead on our path. At some
point people who criticize just for the sake of criticizing will realize
that we are on a different level and they will get tired of it.

G.dC.: Anticipating inefficiencies and trying to eliminate them
In all our many and varied activities and in all the phases of
process and project management, we try to bring a new approach
for the South, a spirit that Francesco Cicione has always instilled in
the management team and in the collaborators, renewing it and to
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keeping it alive day after day, sometimes even in a repetitive and
obsessive way. This spirit can be summarized in a few words—do
not stop in the face of any difficulty, even those produced and / or
linked to the inefficiencies of others. You have to anticipate ineffi-
ciencies and try to eliminate them by getting ahead of the game, be-
cause otherwise you remain a slave to the dynamics —and inefficien-
cies risk becoming an alibi for "not doing it". Maybe there are others
that can afford this, but we can't. For us, the inefficiencies of others
are not sustainable, so we must always try to anticipate them. I
know it is complicated and it is not always easy to adopt a construc-
tive and proactive attitude, but if you do not want to remain rigidly
immobile within your narrow perimeter of observation, you must
daily go beyond your limits and help others overcome their own. In
this difficult and fertile situation of tension, in the attempt to pro-
duce a small revolution every day, the possibility exists to grow as
a person, as a group, and as a company.
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Paolo Manfredi
Connections - Addressing Italy’s
Innovation Gap as a Territorial Issue

Province, not periphery

My fondness for Albert Hirschman can be epitomized with
a famous phrase I read as a student, and fully understood just re-
cently. “Development depends not so much on finding optimal
combinations for given resources and factors of production as on
calling forth and enlisting for development purposes resources and
abilities that are hidden, scattered or badly utilized”.

I happened to think again to this quotation and to the far
reaching consequences of “possibilism”, writing my book Provincia
non periferia?![Province, not periphery] focused on the long and
worsening crisis of Italian provinces vis a vis the metropolitan cen-
ters. Non-metropolitan territories are losing ground around the
globe, demographically, economically and culturally. This is basi-
cally due to their progressive inability to provide life conditions that
could match those of metropolitan areas.

Within this longue-durée trend, digital technologies are a
powerful booster. Metropolises, and the agglomeration of people,
talents, competences, and demands within them, are the ideal plat-
form for the deployment of the outstanding powers of digital econ-
omy. Technologies redefine relations of production, social equilibri-
ums, economic and political geographies. Metropolises are the real
stage for cutting edge innovation.

What about what lies in between metropolises, and farther
than the 200 km span, within which metropolis exert their influence?
Such territories could be province, meaning hotbeds of alternative

21 Manfredi, P. (2019), Provincia non periferia. Innovare le diversita italiane, Egea.
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development models, based on the primacy of interpersonal rela-
tions, cultural density, and social and economic biodiversity. Or
they could slip into being non-metropolitan areas, non-city, non-
something, that is periphery.

As Professor Andrés Rodriguez-Pose of LSE has recently
pointed out, peripheralization of once relevant territories has led to
violent outbursts of discontent. Such upheaval has taken primarily
the forms of electoral consensus for political options, from Brexit to
Trump, that violently put processes of metropolization in jeopardy.
It is, in Rodriguez-Pose words, “The revenge of the places that don’t
matter”, and its consequences make the phenomenon worth of non-
cursory attention. Beyond the ballot box, what has been happening
in France with “gilets jaunes”, a contemporary jacquerie, can be read
as a violent dispute between France’s province and the urban
agenda of President Macron. With that respect, even the sparkle that
ignited the fire, that is the revolt against the pro-environment
measures limiting diesel fuel, goes a long way in telling how such
conflict will be reinforced and spread in the future.

The Italian diversities, and beyond

If we look at how these global phenomena have taken place
in Italy, we first of all need to focus on the relative importance prov-
ince have historically had in our culture, society, and economy.
Niches, diversity and insularity are more than just nuances of Italian
identity, they are defining traits of our being as a country as well as
an economy. Such traits have given way to peculiar social, political
and economic formations that have sustained our postwar develop-
ment. Pillar of such development was the equilibrium between rich
towns and thriving countryside.

Now such equilibrium has been broken both by global phe-
nomena and by local reforms of public and private institutions, that
have undermined local governments and the autonomy of local
elites. Territorial powers have been disarticulated with no alterna-
tive. Hence, the risk of enlarging the perimeter of the places that
don’t matter to much of the Italian province is very high, and it hits
right at the heart of our society and economy.
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Italy has been the hotbed of an outstanding manufacturing
culture, declined in endless niches and specialization, extremely
flexible and resilient, all marked by a natural leaning toward beauty.
That is not just ornamental beauty, but attention to quality, func-
tionality, details, and personalization, that is unique. You will not
find it in other cultures, though undoubtedly advanced and produc-
tive. Not in highly functional Silicon Valley, whose productive cul-
ture is marked by trial and errors, nor China, with its “chabuduo”,
or “good enough” approach.

This productive biodiversity has taken the shape of indus-
trial districts, as highly verticalized and immersive ecosystems.
Here you could breath productive culture from industrial sheds to
private houses, from churches to bars, from multinational industri-
alists to salaried workers. Territorial diversity has fueled productive
diversity.

Now such system has entered a deep crisis for several rea-
sons, the main being the emerging importance of new elements in
the value chains, primarily technology, that are exogenous to indus-
trial districts and therefore put the liveness of these ecosystems into
unprecedented strain. Saskia Sassen had already singled out as
highly specialized competences are one of the emerging forces of a
new knowledge based global metropolitan economy. Most of these
competences are related to digital economy, while others, from fi-
nancial to legal to design are related to the globalization of markets
and tastes. Such competences are closely tied not just to urban envi-
ronments, but to metropolitan ones, as dimensions and complexity
nourishes the agglomeration economies they flourish in.

Non-urban economic ecosystems, on the other hand, suffer
the scarcity of such resources, and perish.

My experience

As head of digital innovation for the main association of
Italian micro and SMEs, such evolution poses me a great intellectual
and professional challenge: how can we prevent our systems, and
the underlying social and economic infrastructure, to slip into pe-
riphery? I have been struggling with such problems for many years,
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to the point that I have gathered my reflections on a book. The start-
ing point for the book were some best practices of micro and small
entrepreneurs that have defied the limits of their location, as well as
the shortcomings of their respective business sectors.

Salvatore Pepe, from Gravina di Puglia, near Matera, crea-
tor of digitally printed mosaic tiles who used to cover skyscrapers
around the world; Luigi Scapicchio, from an even smaller village in
Puglia, barber master who is teaching the profession throughout Eu-
rope; Filippo Berto, who escalated the family upholstered furniture
business from half a million turnaround to 10 mil in 10 years, from
a local company to a global one: these are just three examples of out-
standing performance carried out by crafters located around Italian
province. In these, as in other, cases what made the difference was
the ability of the entrepreneurs to connect with long networks, well
beyond the boundaries of their town or their district.

Where such conditions were fulfilled, by leveraging on the
abilities of Schumpeterian entrepreneurs, results went a long way.
Even in slack territorial, organizational and financial conditions,
such companies are achieving excellent results. They are highly in-
novative and fairly internationalized, overcoming all the limits of
sub-optimal and non-orthodox combinations of productive factors.
Such entrepreneurs are “hares”, outstandingly shrewd and fast in
learning and practicing innovation. They amount to roughly 10% of
all entrepreneurs and are outliers.

On the other hand, there are entrepreneurs who are totally
detached from innovation, and whose life expectancy in business is
very short. They are “fossils”, roughly 30% of entrepreneurs, will-
ingly approaching the conclusion of their career. They have to be
respected and defended, as employers and taxpayers, but can not
represent a viable model for the others.

The 60% in the middle is what I term “horses”, because they
can either be very fast racers or slow draft horses. They are the main
targets of an inclusive approach to innovation. Their leaning to-
wards hares or fossils definitely changes the landscape. Winning
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horses to innovation in a slack environment poses the tough chal-
lenge of turning individual genius into replicable method. In order
to do so, storytelling good practices is not enough anymore.

Out of the box strategic solutions

Out of the box strategic solutions must be put in practice,
rapidly. They must defy the assumption that innovation is exclu-
sively an urban affair.

My tentative strategic approach is based on three pillars:

1. A more personalized and inclusive way of approaching in-
novation for non-innovators. Be they entrepreneurs, work-
ers, citizens or territories, those non-naturally leaning to-
wards innovation have been marginalized, also by the or-
thodox way innovation has been narrated and supported. A
technology and performance-based approach, due to an
ever-present geek and/or commercial background marking
every discourse about innovation, hampers participation in
those who do not care how it works, as long as it works. I
have therefore decided a moratorium in technology talks,
and to pay more attention on sectorial goals. I have called
such approach Optimal Technological Horizons. That is, focus-
ing on what and how technology can do for a given produc-
tive sector, or territory, according to their own expectancy
and scenario. The right mix of technological solutions will
follow. I have made experiments in small business environ-
ments as auto repairers and shoemakers. Though such ex-
periments are ongoing, and it is too early to draw conclu-
sions, I can say that the level of attention and commitment
to innovation has been considerably higher, even among
those who do not have any leaning towards it.

2. Building new, longer and more complex networks as a way
to preserve existing ones. The shortcomings of industrial
districts in keeping the pace of innovation have given ways
to a widening separation between “hares” and “horses”. In
order to prevent such result, high value-added competences
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must be brought in non-metropolitan areas. This by effi-
ciently connecting industrial districts to such competences.
The model I am working on is a program of business accel-
eration based in Milan, presently our most competitive and
innovative city. The program will open highly specialized
and internationally competitive venues, not just university
and TT centers, but private firms, designers, retailers.

3. [Engaging personal relations and commit to local develop-
ment as a social service. Personal ties have been a crucial
fuel for the mechanics of industrial districts, and have to be
made still valid also in a virtual age. At the beginning of
2020 I will launch a call for a project named Congiunzioni
(Connections), aimed at fostering adoption of local projects
(in business, culture, social services, tourism) by caring ur-
ban professionals. Goal of the project will be to provide,
though informally, local energies that are resisting brain
drain with competences that would, at market conditions,
be either too far and/or too expensive to approach. Thus,
high value-added competences and international experi-
ences could inspire local ones and hopefully strengthen
them.

Inclusive innovation is the polestar of our effort to, in
Hirschman’s words, calling forth and enlisting for development
purposes resources and abilities that are hidden, scattered or badly
utilized. An orthodox approach to innovation has clearly failed in
accomplishing the mission of making digital technology a powerful
tool to extend individual capabilities, as well as companies” and ter-
ritorial competitiveness. On the contrary, it is consolidating dispar-
ities and creating new ones. What we are glimpsing of a game-
changing technology as artificial intelligence could, if not governed
inclusively, could very rapidly harm, not just our territorial and eco-
nomic equilibrium, but our very democracies.

Not just politics and governments, but also the academia,
seems largely unable in focusing and addressing such shortfalls,
and time is running fast. There are no off the shelf solutions and
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possibilism is really the only way to operate for a renewed social
activism that, in the very center of Europe, would like to spend time
and intellectual resources to avert frightening signs of incoming col-
lapse.
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Heinz Hinrich Schmidt

The Exit Voice Loyalty Neglect Silence
and Cynical Reactions (EVLNSC)
Typology as “Frame in Use” for HR - or:
How to Uncover “Hidden Rationalities”
and Master Change in Declining
Companies?

Introduction

My focus here is on organizational change driven by
Human Resources with the mission to act in accordance with the
program of an “organizational citizen” (OCB). There is a
fundamental difference to the approach of consultancies even
though they recently include “subconscious thought patterns (and
norms?) “(Keller, Schaninger, 2019a:5). For them these patterns
represent somehow mental barriers against the tide of change
management initiatives and approaches. Here I want to focus on a
spectrum of attitudes, perceptions and patterns of action that hinder
or promote necessary changes in order to survive as company with
its jobs. In any case this compass bearing will be of help to discover
and to avoid blind spots. If there is a corporate culture that tolerates
mistakes this tool may even have a dimension to anticipate dead end
roads.

Based on the argument of “repairable lapses of economic
actors” (Hirschmann, 1970:1) I will explain that the typology is
crucial to prepare and to steer organizational change. The typology
not only describes attitudes, but these options reflect deep routed
mind sets of members in organizations driving or being affected by
changes processes. To include all aspects of organizational behavior
that might have a decisive impact on these change processes the
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main options of “Exit, Voice, and Loyalty” have to be completed by
“Silence, Neglect and Cynical” to cover the range of reactions that
can be anticipated. Thus, this analytical tool can be described as the
, Exit Voice Loyalty Silence Neglect Cynical” (EVLSNC)2 typology.
These options are decisive to provide an overview of the “state of
mindsets” in an organization. It is a tool for the description of the
main underlying sets of motives and attitudes that will heavily
influence the events of the change processes. Based on this analysis
the typology provides insights to develop a change strategy for the
future of an organization under market conditions.

I will focus on the pivotal function of HR which in general
is responsible as an architect or as a main contributor of this change
process. The typology can be used as an analytical tool to generate
the expected input which reflects the complexity of a given
corporate culture. It is important to represent the full range of
reactions that can be expected. Most importantly it will fit with an
inclusive HR strategy choosing targets like flexicurity and
employability. Thus, the typology plays a major role merely not
only to survive as a firm on a reduced level but to gain traction,
create a momentum leading to enhanced organizational capacities.

In the last decades there were innumerous publications of
studies, which used the typology of Exit, Voice, and Loyalty as a
starting point to identify regularities of collective and/or
organizational behavior. There are also interesting contributions on
aspects and experiences of organizational change.?? Unfortunately,
their results are rarely known by practitioners struggling with
challenges of permanent change efforts. From an actor’s perspective
quite a lot of those mental barriers continue to be “blind spots”. I
will argue that these could have been anticipated and dealt with
once the questions and empirical results of studies using the “Exit
Voice Loyalty Silence Neglect Cynical Reactions” typology would

22 In this paper I will use the abbreviation EVLNSC for this typology.

23 See the Bibliography at the end of this chapter: This selection of studies and litera-
ture represents only a limited selection of studies in the field of organizational behav-
iour (OB).
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have known. Therefore, this is a contribution to explain insights
gained from these studies and how to successfully implement those
aspects in organizational change processes.

The typology “Exit, Voice, Loyalty, Silence, Neglect, Cynical Re-
actions”

In the context of organizational behavior, the key notions of
EVLNSC have been a fruitful invitation to scholars to investigate
further and provide some explanatory power on the behavior of
those “targeted” groups of members. (Whithey, Cooper, 1989)
However, I will focus on some insights of the EVLNSC typology,
which might be beneficial for those who plan the strategies, execute
them or participate in a change process inside an organization or to
activate “endogenous forces of recovery” (Hirschman, 1970:15) In
my view this is of utmost importance as we still have a situation
where — not only in the public sector — a considerable part of those
change initiatives fail. As we get feedback from current change
projects that are not very promising: Relying on data from
worldwide operating consultancy groups the success rate varies
between 20% and 40%. The question arises what can be done
internally in answering to the challenges of continuous and large-
scale changes or in other words: How to be prepared and to develop
a strategy from the HR function based mainly or exclusively on
internal resources?

Inevitably the following steps of managerial decision
making will have to face this dilemma or like Hirschman explained
itt  “Should profit maximization conflict with discontent-
minimization, there will be some compromise or trade-off between
these two objectives.”(Hirschmann, 1970: 64) In preparing for
substantial changes bearing this dilemma in mind HR must
establish a plan anticipating mainly risks in terms of conflict
potential and (perhaps) some opportunities. This plan includes the
chapters of industrial relations, collective bargaining and extra
communication efforts. Key are answers to the question how the
target organization will look like. In addition, this plan should
explain expectations of collective behavior of members in the near
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future along the dimensions of exit and voice. So, it is not simply the
question of how to cope with the outcomes of different scenarios but
it is key to outline a strategy of change pragmatically with their
possible alignment towards previously defined common goals
which are dedicated to prepare for an uncertain future both for the
organization and for its members. Principally HR’s main concern,
discontent minimization, will be the guideline or at least it will be
part of this strategy.

Silence, Neglect and Cynics: The enlarged typology

Thus, with pragmatic intentions and using results of some
studies I consider that the typology “Exit, Voice, Loyalty, and Si-
lence” should be completed because some typical reactions in such
situations are missing. In adding these poles or the dimensions I will
focus only on the options “Silence, Neglect, and Cynical Reactions”
in addition to the classical options Exit Voice and Loyalty of A. O.
Hirschman. In consequence I suggest the EVLSNC typology.

Close to silence I argue that neglect very much like silence
and cynical reactions are each an option on its own as they find an
active and a passive as well as an individual or a collective expres-
sion.

“Neglect. We expect that neglecting work is most likely
when the costs of exit and voice are both high, prior satis-
faction and the likelihood of improvement are both low, or-
ganizational commitment is low, alternative jobs are availa-
ble, and people have an external locus of control. This out-
line of the neglecter is one of a passive person who thinks
that action is costly and useless and who thinks things are
better elsewhere. Neglecters had mixed beliefs about the
costs of exit, with skill specificity favoring neglect and in-
vestment discouraging it. They also had high voice costs,
low prior satisfaction, didn't believe improvement was
likely, felt externally controlled, were not committed to the
organization, and had a better alternative. The only differ-
ence between loyalists and neglecters was that neglecters
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had a better alternative and loyalists were unaffected by al-
ternatives.” (Whitey, Cooper, 1989:525)

Neglect means that there is first a perception and second an
attitude of repression of all threats and of invitations to alter rou-
tines or change of work-related opinions. In some cases, it might
come close to ignoring signals, symptoms and relevant information
for the sake of continuing an everyday life and its routines and well
protected comfort zones in choosing external opportunities. But this
option includes also an active part of fixing realities in professional
life in dealing with uncertainties which clearly means looking for
external opportunities. So, silence means a more passive attitude
whereas neglect represents an active stance towards external
choices.

The voice option represents a manifest, and expressly visi-
ble opposition to the strategy proposed by management. Instead,
the cynical syndrome produces a sort of informal counter-legitima-
tion. This set of attitudes can be called cynical reactions. Here we
have a mixture of cognitive and emotionally reactions of a certain
target group that is actively expressing its discontent and frustra-
tions. In some constellation there will be a latent or overt readiness
for conflict so that it comes close to the “voice” options. Messages
and narratives are transformed in rumors. The preferred communi-
cations channels are most likely grapevine. These reactions can be
found across the board, no matter where their position in the hier-
archy, but frequently to be found among managerial functions
where there is an official working consensus and even commitment
in favor of change but de facto these representatives counteract the
“official” strategy.

“It seems that the nature of cynicism is not readily captured
by exit, voice, loyalty, or neglect and that cynicism can be
conceptualized as a distinct response to adverse circum-
stances in the workplace. (...) In our view, this combination
of consequences and prevalence provides a compelling ar-
gument why cynicism should be considered for inclusion in
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the EVLN model. In summary, we propose that there are
five, not four, ways in which employees may respond to ad-
verse organizational circumstances. We will set out to
demonstrate by means of confirmatory factor analysis that
organizational cynicism is a distinct response that can be
differentiated from exit, voice, loyalty and neglect.” (Naus
et al. 2007:684)

This typology already with five options has inspired a mul-
titude of scholars and of studies in different disciplines of social sci-
ences. My comment would be that cynical reaction is not only re-
flecting some prominent corporate scandals or cases of organiza-
tional crisis but it is based on an underlying almost universal ten-
dency of an adverse stance toward the current state of affairs in an
organization. So Neglect and Cynics are so to say everlasting mind-
sets which you will find widely spread in organizations of a certain
size.* This generalized attitude can be found frequently among
middle management. They will communicate a critical attitude al-
most exclusively informally as they want to express a certain con-
cern but at the same time they look for protection against sanctions
like job loss. Cynic’s projections include works councils or trade un-
ions. Insofar we must attribute a certain destructive quality to this
approach which remains close to everyday experiences in organiza-
tions.

This enlarged typology EVLNSC with its six options needs
some further explanations. Each dimension represents a possible re-
action and thus a corresponding pattern of behavior which is some-
times typical for functions like maintenance in industry or for layers
like middle management. Once applied to a specific case this tableau
offers thus a variety of options which must be considered one by
one. Obviously, the number of organizational layers determine the
number of options. Of course, there might be some constellations,
which will be or which seem to be highly unlikely. For instance, the

24 Perhaps with the only exception are start-up, NGO’s and some SMEs.

116



role and responsibility of Senior Management in charge would ex-
clude the assignment of some of these options like silence, neglect
or cynical. By experience I stress the point that none of these options
can be excluded in advance when laying the foundations of a com-
prehensive strategy of organizational change.

Org. Layers/  Exit  Voice Loyalty Silence Neglect Cynical
EVLSNC Reactions

Senior M.

Middle M.

Blue Collar

White Collar

Other

At least the typology serves to test hypothetical reactions
and to map the current and the future constellations including the
layers and of departments in an organization. Being prepared for
the turbulences of changes is more than a tactical advantage; it may
be decisive for the outcomes of the whole process.

Focus on Leadership: An important contribution of HR to master
change?

Based on this enlarged typology and results an empirical
case studies at German car manufacturer VW provides some inter-
esting hints. Considering that the extensive degree of enlarged co-
determination at VW where the trade unions master major zones of
influence it might be argued that this case is not at all representative.
Nonetheless there are numerous practical hints especially for HR
Managers:
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“Our study has some practical implications. For example,
our proposed framework provides guidance for HR manag-
ers who want to take action with regard to the early detec-
tion and reduction of organizational silence, especially in
the case of dilemmatic situations. For example, an indicator
of a potential issue with organizational silence is a spike in
employee turnover rates after a critical event, but it is espe-
cially relevant for those teams or divisions led by managers
who score high in authentic leadership scales (e.g. using the
ALQ). In such cases we would recommend that HR manag-
ers explore whether employees find the organization’s pol-
icies and practices procedurally fair, and that they evaluate
whether such practices reward (or punish) raising voice.
Similarly, we would advise HR managers to assess the divi-
sion’s or team’s climate and focus on those aspects that cre-
ate the conditions for employee voice (constructive, safe, au-
thentic). However, detecting destructive—passive silence re-
sponses, such as employee withdrawal behaviors, is much
more difficult due to their insidious nature. However, if HR
managers suspect that a strong organizational silence situa-
tion may exist in their organization, it would be advisable
to take action to foster employees’ organizational identifica-
tion. Our findings show that organizational identification
may be particularly useful to directly reduce neglect behav-
iors, and to counter-balance excessive loyalty that employ-
ees may develop towards their authentic managers. In dil-
emmatic situations, authentic managers may believe they
are doing ‘the right thing’ according to their internalized
moral values, and yet it may not be the right thing to protect
the long-term interests of the organization. In such dilem-
matic situations, the employees of authentic leaders will
probably close ranks and not speak up as a sign of loyalty
towards their leaders. However, by no means should we
discourage HR managers from developing authentic lead-
ership at all levels of their managerial ‘pipeline’, because
when it is the organization who has chosen an unethical
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business strategy, as occurred in the VW case, it may be up
to authentic leaders ‘to lead from the front” and be the right
example that makes their followers speak up and avoid or-
ganizational silence.” (Monzani et al., 2016: 262)

The authors understood that the EVLSNC typology has an
explanatory dimension to handle dilemmatic situations, but they
underestimate “neglect” and “cynical” and their consequences. This
means to address the destructive quality inherent in “Neglect and
Cynics” options. The challenge will be to cope with these mindsets.
Authentic Leadership for sure will lay the grounds for commitment
and may deal with Neglect and Cynics in a different, perhaps more
adequate way. But it remains to be seen how this style of authentic
leadership can respond or even counteract to these critical reactions.
Anyway, this approach already means to change corporate culture
substantially.

For sure this dimension needs to be considered as it has a
direct bearing on the level of conflicts to be anticipated. But just in-
sisting on a certain leadership style may not be appropriate to cope
with explicitly destructive attitudes and actions. I doubt that “au-
thentic leadership” might be the “one fits all” solution for such is-
sues. Instead it is a question of a program that provides guidelines
to cope with “VUCA”? b