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among different actors involved in regional governance. On the other hand
(as in the case of SiTIl, para. 4.5) critics consider the sense of “double
belonging” resulting from this dual employment as a possible weakness for
the Politecnico, which in certain circumstances thus lacks control over its own
human resources.

Seventy research projects are now being carried out. Twenty are financed
by national and regional institutions. Fifteen are European projects, in which
co-financing is covered by the Compagnia di San Paolo. Thirty-five are
financed by firms and other organizations. Although ISMB’s avowed mission
is “industrial” research, several interesting projects concern innovation in the
service sector (banking, insurance). Most clients are medium or large firms.
Apparently, small firms are not a specific target: contacts with some of them
were made through Torino Wireless, but this line of activity does not seem
important at the moment.

The annual reports show a constant stream of publications and patents.
ISMB is regularly evaluated by an International Advisory Committee. On
the basis of their findings, the management of the institute is confident that it
will be able to survive the process of severe scrutiny and rationalization the
Compagnia has just began.

4.4.9 Finpiemonte

Unlike the agencies described up to this point, Finpiemonte is not a recent one.
Founded in 1976, it belongs to a previous generations of local development
organizations which accompanied the creation of Italy’s regional governments
and the first stage of their activities.

These organizations, or regional finance companies, were and still are
considered as an instrument of regional (economic and territorial) planning,
aimed as such at giving financial support to the production of what we call
local collective competition goods, especially in the field of innovation and
infrastructure (with special attention to SMEs), and at providing financial
support and technical assistance in this field to municipalities and provinces.
Their capital is all public, and mainly regional: shareholders, however, include
various municipalities (Torino among them), provinces and Chambers of
Commerce.

Increasingly, in Piemonte as elsewhere, Finpiemonte worked through a host
of different sub-agencies: it has holdings in business areas, technology parks,
and in other innovative initiatives like the aforementioned Torino Wireless.
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Moreover, an increasing share of activity was devoted to implementing
financial services on behalf of the regional administration. The result was an
increasing bureaucratization and reduction in strategic capacity.

The present regional government clearly signaled its intention of restoring
Finpiemonte to its original mission, and of concentrating on its role as a local
development agency. A brilliant young Politecnico professor was appointed
to the post of chairman, and was able to accomplish this change by splitting
(2007) Finpiemonte into two different agencies:

. Finpiemonte Partecipazioni, which manages the traditional
participations, and has been attempting to reduce and rationalize
them, in some cases by trimming their often plethoric boards down
to size. It should be noted that the record of a number of these
holdings (including a few technology parks) has regularly been one
of heavy losses.

. Finpiemonte S.p.a., in charge of the more strategic and innovative
aspects of local development. This agency allocates financial
benefits to the firms: the agreement regulating the relationships
between the regional government and Finpiemonte strongly
emphasizes the need for openness in the allocation procedures and
requires Finpiemonte to adopt measures for monitoring and
evaluating the results achieved by the recipients, as well as sanctions
for misuse.

Given its mission, Finpiemonte will devote special attention to innovation and
technology transfer. Accordingly, it will still take care of holdings in certain
technology parks and incubators. It should also manage the development of
innovative formulas such as “technological platforms”, “innovation poles” and
“metadistricts” (aerospace).

Again, it is to early for a serious assessment of the results of the
transformation. It can be said, however, that the “defensive” aspect of the new
strategy seems to work: boards were reduced, holdings disposed of.

As for the “offensive” aspects, there is still a risk of redundancy and
overlapping with other agencies. Finpiemonte’s management is well aware
of this: some recent moves seem to indicate an ambition to take on the role
of a sort of “super-agency” in the field of innovation, supported by growing
integration with the corresponding department of the regional government. On
the other hand, the current crisis, in producing a credit crunch which has been
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especially severe for SMEs, emphasizes Finpiemonte’s traditional mission as
an agency providing the essential collective good of access to financing.

5 Interpretative summary

The “interpretative keys” we presented in the previous pages can be used to
compare the agencies described above.

The framework we propose here permits comparison among case
studies, dealing with goals, strategies and relations of the different agencies
with the local system (both in terms of local resources and of local actors).
Putting together the different interpretative keys also helps in testing their

consistency.
Agency Strategy to be Resources activated Actors (“Worlds”)
implemented connected
ITP/Ceip Internationalization, Attractive image of Local government,
Piedmont,
Attraction of foreign Functional autonomies
investments, “Business friendly” (Chamber of
local system Commerce), private
Marketing the city companies
Torino Creation and CRF FIAT Research Enterprises (automotive
Automotive management of an Center, suppliers) and R&D
Automotive Cluster, facilities, Employers’
Coordination provided Association
Network of by ITP
automotive suppliers
TNE Revitalization of Disused industrial areas | Local governments ,

disused industrial

areas in Mirafiori,

Creation of an

innovative cluster

in Mirafiori

Scientific and technical
know-how, higher
education facilities

(Politecnico),

Automotive industrial

tradition

FIAT (+ other

Companies),

Universities

(Politecnico)

PIFO Occasional Papers No. 10/2010 | Page 47




Governance and Agencies: New Policy Instruments up against the Crisis

Torino

Internazionale

Urban Strategic

Planning

Plurality of actors and

interests potentially

Public and private local

actors: Universities,

cooperating Local governments,
Associations,
Functional autonomies
SITI Research and training | Know-how and Universities
about territorial competences (Politecnico),
systems and urban (Politecnico), financial Functional autonomies
development resources (Banking (Banking foundations)
Foundations)
UCM Urban design Skills and competences Urban government,
of the Politecnico Politecnico, Compagnia
School of Architecture di San Paolo
Torino Fostering of ICT Local skills and Local government,
Wireless cluster know-how, Banking
foundations’ financial Local companies,
resources
Universities
(Politecnico)
Banking foundations
IMB (Boella) Technology transfer Local skills and know- Local Authorities,
and higher technical how (Politecnico), Universities
education financial resources (Politecnico),
(Banking foundations) Local companies,
Functional autonomies
(Foundations...)
finpiemonte Financial services Region’s administrative | Regional government

for the regional

government,

Credit and financial
support to firms,
Management of

industrial areas,

Fostering of

innovation

and financial resources
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As can be seen, the framework we are proposing shows one of the possible
“weaknesses” of governance strategies: the overlapping of agencies, to be
interpreted in terms of “redundancy” and “organizational slack”. Multiple
agencies share the same goal. Furthermore, there are local actors involved in
many projects, sometimes in the same field. As we will see in our concluding
remarks, this point may become a reason or a pretext for abandoning expensive
structures.

Now, a certain amount of redundancy is not necessarily negative. In
regional studies, and considering regional agencies, even “waste” has been
praised (Grabher 1995) for its possible positive effects. In organizational
studies, organizational slack (Cyert/March 1963) can also be considered as a
resource that can be mobilized in difficult times. Whether such a consideration
will influence the local actors’ strategic organizational decisions in the current
situation is an open problem.

6 Concluding remarks: local agencies and new forms of
governance

According to our interpretative keys, local agencies can be seen as an indicator
of changes in the local mode of governance.

As far as the Torino metropolitan area is concerned, agencies are one of the
most visible aspects of the evolution of local policies, regarding both strategies
(first of all the increasing diversification and internationalization of the local
production system) and the growing presence of new actors (for example the
Functional Autonomies we described in the previous pages).

As noted earlier, we are talking about transformations that are still “in
process”. It is thus not easy to draw an unambiguous lesson. It would be
more appropriate to look for possible scenarios, interpreting our case studies
as open stories. To do so, we can focus on two points: a brief analysis of
agencies’ strengths and weaknesses, and a note on the possible consequences
of the current global economic situation on our subject. The financial crisis
is now “stressing” some of the elements we described in the first part of this
contribution: as a result, certain balances must be rapidly redefined. We must
thus consider the possible effects of the crisis on the situation we describe,
pointing out the possible consequences on the role of local agencies in
governance.
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6.1 Agencies: strengthes and weaknessnes

Agencies’ strengths can be summarized as follows:

Agencies make it possible to introduce new visions of city
development.

This aspect can be seen chiefly in the case of Torino Internazionale and
the formulation of a shared “Strategic Plan” for the entire metropolitan
area. The participation of many different actors in the project was one of
the most important results of the experience and of the agency’s activity,
because it first of all produced a “shared image” of the city and of its future,
a framework capable of coordinating many initiatives, projects and tasks in
the following months and years.

The other agencies we mentioned can also be considered as places for
building new visions of local development, although in more limited field.
They helped spread the perception of the city and the region as a more
internationalized (ITP/CEIP) and differentiated production system (Torino
Wireless, Istituto Mario Boella, TNE), with a more visible attention to
architectural and environmental planning (Urban Center Metropolitano,
SiTI, TNE), etc.

Agencies are tools for the implementation of innovative policies

As we pointed out, agencies, if interpreted as “implementation structures”
are useful in accomplishing truly “new” goals in local policies. When the
local authorities acknowledge the internationalization of the local system
as one of the main lines of development, they require that a new actor be
created who can manage territorial marketing and offer services to assist
new firms in locating in the area. This actor was a new agency (ITP).

One of the “strengths” of agencies is thus their ability to put policies into
practice that the “traditional” structures (offices) of institutional actors
would have had difficulty implementing.
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Agencies are “ad hoc instruments”

As a consequence of the previous point, agencies can be considered as “ad
hoc”, “customized” instruments, adapted to their goals. As they are the
implementation structure of a new strategy, they are explicitly created in
order to tackle a specific issue, question or problem. Accordingly, agencies
can be the best way to solve a problem.

The existence of an agency for urban strategic planning, technology
transfer or urban renewal, for example, makes it possible to develop these
policies using specific tools, skilled people, a specific budget, and also to
avoid periodic re-negotiation.

Agencies are the place for the new forms of concertation, negotiation and
mutual control among actors involved, a place of “learning by
monitoring” (Sabel 1994)

As we noted earlier, Agencies can be also considered as the “place” in
which negotiation among different actors (of public, private or “mixed”
nature) materializes. Agencies are often created and supported (and even
sustained) by both public and private actors, becoming one of the main
expressions of the new forms of local governance. This aspect also involves
another important element: agencies are the place where different actors
can keep an eye on each other and may be able to prevent collusion and
misconduct.

It may also be possible that concertation (as opposed to negotiation), mutual
control and learning by monitoring, introduce elements of “deliberative”
or at least “better-informed” democracy into local governance, the kind
of democracy in which discourse and dialogue can change the original
preferences of the actors.!

Agencies’ weaknesses are to a certain extent the flip side of their strengths. The
aspect to be mentioned is that these “weaknesses” may become more important

10 Deliberative democracy, and its role in local governance, have been a special interest of social
scientists in Torino (e.g., Bobbio/Ravazzi 2006), and of some of the social actors we mentioned.
In 2007, the Compagnia di San Paolo financed the implementation in Torino of two “deliberative
pollings” on difficult issues (construction of a new high-speed railway line between Torino and
Lyon, and foreign immigrants’ right to vote). The pollings were prepared and held as a part of an
international project (EWDP, Europe-Wide Deliberative Polling).
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as the current economic crisis worsens. This is why they can provide insight
into the potential effects of the changes now under way:

The complexity and length of decision making processes

The involvement of a plurality of actors implies an increase in the duration
and complexity of decision making processes. The creation of an agency
is a significant expression of this problem: it implies the decision to create
an agency, discussion about its characteristics (“mission”, number of
employees, etc.), finding the necessary resources, finding a good site and
setting up an office, recruiting the right people, some kind of training, etc.
All these activities take time and must be managed.

Moreover, although the existence of an agency can become a resource for
managing certain policies directly, it can also become a problem in times of
economic crisis: as we will see, the complexity and length of the decision
making process can mean, for a governance model, less ability to face
problems immediately.

Transparency, control, legitimation

The second weakness can be regarded as a “traditional” governance
problem: does the involvement of a plurality of actors really mean that
there is a better chance of achieving democratic processes? In other words,
can the “governance” solution substitute “traditional” democratic control
by citizens?

“Governance” cannot be considered as just a new form of representative
democracy. Some of the “stakeholders” involved in governance processes
are not the result of a democratic election, but the result of a selection
among local interest groups. In other words, when we analyze governance
processes we usually refer to “stakeholders”, as representative of specific
local interests, either economic, political or simply cultural.

The creation of agencies reflects these problems. In the activity of Torino
Internazionale, for example, different “institutional” actors were involved:
from the world of the “third sector” (voluntary associations in social
fields), to entrepreneurial interests (represented by their association, the
Unione Industriale) to, especially, the mayors of the metropolitan area’s
municipalities, who were involved in order to produce new forms of
interaction with Torino and in order to produce shared and coordinated
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policies, e.g., in the management of certain public services. In other words,
the composition of the stakeholders in Torino Internazionale, as in other
agencies, was determined by the agency’s goals, and reflected the need to
put together resources, power and consensus to accomplish them. From
a certain point of view, then, the governance approach (and the creation
and functioning of agencies as an important expression of governance)
should be interpreted as a way to administrate a local system without a real
negotiation of the strategies to be implemented, excluding interests that
are not represented in meeting places as agencies. This problem involves
the risk constituted by a version of “social cohesion” that neglects the
important role played by the conflict of interests. Assuming that (certain)
interests can be and remain different and contrasting, concertation is no
substitute for negotiation; and not all issues in the local arena can be solved
through representative and deliberative democracy.

Stability of these forms of regulation: risks of instability or “hyper-
stability”.

The risk of instability mainly concerns the relationship between agencies
and political cycles: some agencies may be modified or closed before they
have reached their goals, simply because of their dependence on political
balances. Among the cases we examined earlier, one of the clearest examples
of this is provided by the history of ITP’s “closing”, and the creation of the
Centro Estero per I’Internazionalizzazione del Piemonte (CEIP).

But the creation of a new “structure” for implementing an innovative strategy
also leads to the risk of “hyper-stability”, i.e., some form of persistence
of the structure even when its goals have been reached. This problem can
be at the basis of the overlapping among agencies we emphasized in our
description. Closing these new structures always calls for explicit action
by the actors involved in their construction, and hence a new (and perhaps
long and complex ) decision making process.
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6.2 The consequences of the economic crisis

The current situation conjuncture may have important consequences for both
agencies and governance itself. With the economic crisis, the weaknesses of
the policies drawn up by an agency tend to be more clearly revealed, while at
the same time the goals it pursues become less urgent.

The first (and possibly the most important) consequence of the crisis could
be the decision to abandon agencies in order to cut costs. Agencies are always
expensive structures, requiring dedicated resources and people. In a period
marked by an intensifying financial crisis, the local political actors can decide
to close the agencies, giving up some of the innovative strategies they put into
practice.

But the costs of local agencies also include time: as we noted, agencies
are “ad hoc” instruments, but they need long and complex decision making
processes in order to involve different actors and different interests. A period
of crisis requires fast decisions and rapid action, which may lead to “less
governance” and “more government”.

As we noted, the problems associated with costs (time and resources) affect
governance as such: a period of economic and financial crisis could lead local
actors to reduce their involvement in concertative practices. This could affect
local governments, as well as other actors involved in the development of
the local system. As far as Torino and Piemonte are concerned, one of the
most significant problems to be faced is the decreasing involvement of certain
functional autonomies, above all the banking foundations, who are responsible
for a large part of financial support to governance initiatives and for agencies
(as we have seen in previous pages).

The local bank foundations are now starting to cut economic support to
governance initiatives, and in some cases are also reducing their involvement
in local agencies. Their support is no longer to be taken for granted, and
agencies (as well as local authorities) have to negotiate more vigorously in
order to obtain the same amount (but even often less) of funding that they
enjoyed in the past.

Universities are facing similar problems, since the current Italian
government is cutting their financial resources: a very small fraction of
retiring professors is replaced, and new sources of funding for research must
be found.

From our proposed perspective, FIAT’s involvement in some of the most
important local projects, i.e., those carried on by TNE, is especially important.
But recent developments have made FIAT a more “global” player (with the
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acquisition of Chrysler), casting doubt on its future involvement in local
development. The risk of a new marginalization of Torino and Piemonte on the
economic scene goes hand in hand with the risk of a new separation (Pichierri,
Pacetti 2008) between the company and the city.

The relationships among different actors that characterized the new type of
governance we have described are thus threatened by the economic crisis. To a
certain extent, each actor is driven to play its own role, reducing its involvement
in issues far from its “core business”. This means, ultimately, less governance
(non-public actors withdraw from public policies) and more government (local
government just “governs”).

Other consequences specifically concern the role of agencies in the local
systems. Naturally, since this is an ongoing process, we can do no more than
make a couple of suggestions regarding certain points that require further
attention.

One of these points is the growing importance of the evaluation processes:
agencies’ activities are evaluated in order to improve their efficiency and
obtain new resources. Their survival depends on a positive evaluation by the
financiers. These mechanisms are often implicit or in some way indeterminate.
In a period of crisis, they could (and perhaps should) become more clearly
codified. The aspect to be noted is the consequences that these mechanisms
would have on agencies’ activities and strategies: the need to respond to fixed
levels of “results” may change the workings of structures that are often very
young and flexible (Pacetti 2009).

Another point concerns the possible effects of agencies’ crisis on the local
system: if the agencies were closed, would the “new strategies” be given
up? Renouncing an expensive structure could represent a weakening of the
strategy the structure was intended to pursue. Moreover, abandoning agencies
could mean dissipating important skills that grew up in the new structures we
described. Many of the “failure stories” we discussed (especially that of ITP
and CEIP) can be seen as examples of this risk.

Even admitting that changes must be made in number of agencies and their
endowments because of the current crisis, our final policy suggestion would
be one deriving from the ambivalent meaning of redundancy and slack: waste
that should be eliminated, but also a resource that can be mobilized.

From this standpoint, and in an (over)optimistic interpretation, some recent
decisions of the regional government can be interpreted as an attempt at using
the organizational slack of agencies whose effectiveness has been called into
question: e.g., Torino Wireless and a few technology parks should be the
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“strategic agencies” of the new “innovation poles”. The presence of agencies
is thus a strong point for crisis management.

This kind of problem must also be reconsidered from the perspective of
the capability approach. We have considered agencies as instruments for
increasing territorial capabilities; now, their fragility becomes palpable when
budget problems stand in the way of implementing new strategies, and put new
pathways to local development in jeopardy. Their essential task of converting
(mobilizing) resources into capabilities, however, must still be performed.
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