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ABSTRACT

Organizational form, as an issue, has been the fodusattention since Weber's
formulation of the ideal-type bureaucracy. For orgaiumat scholars, the very concept of form
is at the heart of organization studies, such thathH§ng new organizational forms come from is
one of the central questions of organizational the¢R&o, 1998: 912). The Weberian “ideal
type,” with its focus on the ontological possibility identifying form, represents the inaugural
moment in organization theory. Since that moment based on the need to say what is
“organization” as the condition for having “organizatidheory,” it is a requirement of
organization theories that they address “knowledge abmanzation” based on a boundary-
making condition, no matter whether it is through cagmcies, legitimization, evolution or
cost-reduction.

As such, much organizational theorizing views form @sething already formed, as an
essence, with the attention focused on what congtifoten. Said differently, all that dominant
theoretical perspectives are able to do is to addrass iy way of classification, without
accounting for the process of forming, which does ngthmt to reiterate that the only way to
think about form is through ontological reification peging classifying schemes. By
problematizing the focus on “form” | take issue with thegely ahistorical and aprocessual
character of much organizational theorizing. Witls thé my point of departure, | argue for
knowing the organizational as an ongoing process — imrmihg” over knowing
“organizational form” by way of classification.

Considering the above, therefore, a number of questinss. does history end once we
have classified?; does fommg continue to happen once we have classified?; what @boaty to
theorize forrmg?; how to understand forng over form? More broadly, “can we think any
other way” (Calas & Smircich, 2003: 49), such that we db mecome enmeshed in, and
continue to reproduce, the problems we encounter whergieggaith largely aprocessual and
ahistorical theoretical lenses? These questionsneatb the more processually and historically
sensitive lens of path dependence theory. Through thieikadtions of path dependence theory,
and with Ireland’s Industrial Development Authority asp@imal example, my paper seeks to
address the concerns in the literature with regard toegsy history and new ways of theorizing
and studying organizational form(ing), in so doing maimmgimn opening toward organizational
forming in organizational theorizing and research.



INTRODUCTION

In taking issue with the largely ahistorical and aprac@sscharacter of much
organizational theorizing, this paper seeks to depart kioonwing the organizational by way of
classification and move towards knowing the organizatiaas an ongoing process. For
example, extant theoretical perspectives (such as wtalicontingency theory, transaction cost
theory, institutional theory, population ecology), whagberate at the macro organizational level,
treat organizational form as an essence, as a dutabtgble and relatively undeniable structure,
which exists as an empirical entity. Taken as a gioen there’, each approach equates form
with, and classifies form as, a set of essentialidedtifiable characteristics that constitutes the
organizational, the particular mix of characterisgesving to distinguish one form from another.
Central to each approach, therefore, is the developmErtlassification schemes and the
construction and maintenance of boundaries, not jusernder forms distinct and identifiable,
but also to distinguish each theoretical view fromdtieers.

Recognizing calls for more processual and historicafijormed organizational
theorizing, path dependence theory offers a way ofudating the organizational as an ongoing
dynamic over more dominant ways of thinking and knowingt fre more static. With an
interest in how process, sequence and temporality caedbencorporated into explanation, path
dependence attempts to ‘strike a better balance betvinestarically insensitive causal
generalization and idiographic historicism’ (Haydu, 1998: 367).

Re-inserting process and history into studying the orgtaizal, through the lens of path
dependence, offers an approach to move out of some afrtfamizational literature’s current
limitations. In the sections that follow, | reftegn the position afforded history in the study of

the organizational, which brings me on to path dependdéremy itself. Having outlined the



tenets of the theory, | then move on to telling agaaizational fornmg story, namely that of
Ireland’s Industrial Development Authority (see also Delly, 2007, forthcoming).
REINSERTING HISTORY INTO ‘THE ORGANIZATIONAL’

While there have been calls to develop more histityricdormed organizational theory,
in turn facilitating a more process oriented and morgiegent/less deterministic approach, this
does not mean breaking with modernity, for mainstreamdamist history is no less
foundational, rational, essentialist, logocentric onaerned with the notion of progress. With
faith in reason, the modernist historian’s unquestiotastt has been to dig into the past, to
investigate it, to discover a past reality and reconstit scientifically, to find the ‘one line
running through history’ (Ankersmit, 1989: 153). Claiming autidor historical knowledge
(White, 1995), the goal has been ‘uniformization of thst'pdrough integration, synthesis and
totality (Ankersmit, 1989: 153). Critiques of history in sthiashion have, nonetheless,
increasingly appeared (e.g., Lukacs, 2002), including those sutisdiken and Kieser (2004)
who argue that use of history in organization studiesiatall the same and can be demarcated
according to how history is treated in relation to sbeial scientistic perspective that has come
to dominate the field.

The Supplementarist Position

Theorizing within the supplementarist position rangesnfithe timeless to limiting the
value of history to add context for developing or testyggeralizable theories (Kieser, 1994;
Usdiken and Kieser, 2004; Zald, 1990, 1993). As a useful check fas {@oldman, 1994),
therefore, history becomes, substantively, an olgétheoretical frames seeking to analyze and
explain past events (Lawrence, 1984) and/or methodologieallpbject of theory development

and hypothesis generation (Goodman and Kruger, 1988). Clainforg,example, that



organizational ecology and institutional theory alreadyorporate history into their analyses,
Goldman (1994: 623) goes on to assert that assimilatingyhisto organization theory is only
possible if it is acknowledged that ‘insofar as theasfens to principles of organization that
transcend time and space, historical and comparatie¢ i@hnternational and/or multicultural)
data can test the generalisability and utility of atie

With the exception of contingency theories, and tlgely cross-sectional (in contrast
to longitudinal) research focus, other organizationabties — transaction cost, institutional and
ecological theories — each accommodate a historické tthat could be considered
supplementarist (Clark and Rowlinson, 2004). However, sndceommodation is limited for,
as Baum (1996: 107) notes, ‘no theory can be general, praogdeealistic at the same time’.
Hence, with realism (and precision) as the tradeasfigkenerality, history becomes subordinated
to contributing to the theory-driven scientistic eptexe substantively, i.e., through its potential
for confirming and refining general theories, and/orhmdblogically, i.e., as an aid in selecting
variables and in generating hypotheses within a thealebntext.
The Integrationist Position

In a criticism that can also be applied to mainstreaganizational theory in general,
Kieser (1994: 612) notes that sociologists, in favoring grdmetries that bother little with
historical details that disconfirm their theories,ulkbbe seen by many historians ‘as people who
state the obvious in an abstract jargon, lack anyesehdifferences in culture or time, squeeze
phenomena into rigid categories and, to top it all, dedlaese activities as “scientific”’. Given
the inferior position they accord history, Kieser (198dl)s for the abandonment of models that
are conceptualized separately from that which is t@xpained, in favor of analyses that are

more interpretive and inductive, i.e., integrationisbr Fhose of an integrationist position, the



concern is with activating the potential of histooy énrich organization studies through both
employing and challenging its social scientistic countgérpditimately, the issue is how do we
combinea positivistic programme of theoretical and empiriaanalation with the enriching
possibilities of the humanities’ (Zald, 1993: 516, emphasmsriginal). In similar vein, Kieser
(1994: 619) proffers that ‘[h]istorical analyses do not mplexisting organization theory; they
enrich our understanding of present-day organizations donséructing the human acts which
created them in the course of history.’

Thus, an integrationist position recognizes that trgamrational has been shaped by
past events and that its course of development hagrifieemced by the broader context. More
specifically, an integrationist position entails imgr in ‘processes of organisational change,
development of organisational forms and variations sacsmcietal settings, path dependencies
and continuities in organisational ideas and practi¢¢sdiken and Kieser, 2004: 323).

PATH DEPENDENCE AS INTEGRATIONIST POSITION

Recognizing calls for more processual and historicatiformed theorizing, path
dependence theory (Arthur, 1988, 1989, 1990, 1994; David, 1985, 1987, 1994, 1997, 1999,
2001) offers a way of articulating the institutional asosmgoing dynamic over more dominant
ways of thinking and knowing that are more static. Vdithinterest in how process, sequence
and temporality can be best incorporated into explamagiath dependence attempts to “strike a
better balance between historically insensitive aageneralization and idiographic historicism”
(Haydu, 1998: 367).

Viewed as an idea through which “history” is commonlgde visible, path dependence
refers to dynamic processes involving irreversibditiewhich generate multiple possible

outcomes depending on the particular sequence in whichsewvefild. The path dependence



approach holds that a historical path of choices hasliaracter of a branching process with a
self-reinforcing dynamic in which positive feedback eases, while at the same time the costs
of reversing previous decisions increase, and the sawpeversing them narrows sequentially,
as the development proceeds. As noted by David (2001: 28)¢éile content of the concept of
path dependence as a dynamic property refers to the idestaiy as an irreversible branching
process.” Thus, preceding steps in a particular direatidance further movement in the same
direction, thereby making the possibility of switching some other previously credible
alternative more difficult. “In an increasing retuprecess, the probability of further steps along
the same path increases with each move down that Fdtik.is because thelative benefits of
the current activity compared with other possible optioncrease over time” (Pierson, 2000:
252, emphasis in original).

Those who are not familiar with the path dependence apprthink that it is no more
than recognition that “history matters”. Howevére tapproach not only recognizes the impact
of history, but also shows that a decision-making pces exhibit self-reinforcing dynamics,
such that an evolution over time to the most efficaternative does not necessarily occur. In
general, path dependence refers to situations in whigki@eenaking processes (partly) depend
on prior choices and events. It recognizes that asidacis not made in some historical and
institutional void just by looking at the characteristend expected effects of the alternatives,
but also by taking into account how much each altemad®viates from current institutional
arrangements that have developed in time. An outcousedépends on the contingent starting
point and specific course of a historical decision-magirggess.

From its roots in economics, path dependence has lm@meit to become a key concept

in studying institutional evolution over the past decad®€h & Farrell, 2002). North (1990)



proposed transforming the approach in such a way thatuitl de applied in an institutional

context, noting that all the features identified inestigations of increasing returns in technology
can equally apply to institutions, although with somewtidferent characteristics, and that
institutions are subject to considerable increasingrmet In situations of complex social

interdependence, new institutions commonly require higdfor start-up costs, and they entall
significant learning effects, coordination effectsd amdaptive expectations. By and large,
established institutions engender powerful incentives liodtress their own stability (David,

1994).

North (1990) stresses that positive feedback applies nabjsitgle institutions, but that
institutional arrangements also produce corresponding aggemmal forms, which in turn may
induce the development of new complementary institutiof®ath-dependent processes will
frequently be most marked not at the level of discregarmzations or institutions, but at a more
macro level that comprises arrangements of corresppndiganizations and institutions
(Pierson & Skocpol, 2002).

For social scientists interested in paths of developnke key issue is often what North
(1990: 95) calls “the interdependent web of an institutionatrix”, a matrix that “produces
massive increasing returns”. As North (1990: 3) seemstitutions, broadly defined as “the
rules of the game in a society or, more formallythe humanly devised constraints that shape
human interaction”, account for the anomaly of endudiifgrence in economic performance.
Once in place, institutions are difficult to alter, atity have an enormous impact on the
potential for producing sustained economic growth. Indivluaid organizations become
accustomed to existing institutions and when institutiadde not encourage economic

productivity, growth, if any, is unlikely.



Social scientists, therefore, generally invoke theomoof path dependence to support a
few key claims (Pierson, 2004): specific patterns of gramd sequence matter; from initially
similar conditions, a wide array of social outcomes aften possible; large consequences may
result from relatively small or contingent events;tigafar courses of action, once introduced,
are almost impossible to reverse; and consequentlyjogenent is often punctuated by critical
moments or junctures which shape the basic contowseaul life. All of these features contrast
sharply with more familiar modes of argument and expianatvhich attribute large outcomes
to large causes and emphasize the prevalence of uniquetabédbutcomes, the irrelevance of
timing and sequence, and the capacity of rational adtwrdesign and implement optimal
solutions (given their resources and constraints)e@gtbblems that confront them.

INCORPORATING HISTORY AND PROCESS

Through the concept of path dependence, there is now #gsbiity to move beyond
ahistorical and aprocessual organizational theorizihg.the opinion of Hirsch and Gillespie
(2001: 87), ‘Path dependence deserves credit for bringing yhiftaeck into analysis [...]
stimulating economists and other social scientistsaaddress the limitations of their largely
ahistorical models.” It seeks to assess how proseEsgience and temporality can be best
incorporated into explanation, the focus of the re$earbeing on particular outcomes, temporal
sequencing and the unfolding of processes over time.

Accounts of how and why events develop as they do ntatesa mode of causal logic
that is grounded in time and in characteristically tempprocesses (Abrams, 1982; Aminzade,
1992). As Mahoney (2000: 511) notes, path-dependent analysesthéast three defining
characteristics: (1) they entail the study of causatgsses that are very sensitive to events that

occur early on in an overall historical sequence; (2¢rgthe contingent character of these early



historical events, they cannot be explained by reaggoreceding events or initial conditions;
and (3) when contingent historical events occur, pathrikpe sequences are reflected in
essentially deterministic causal patterns. Mahoney (20Q):elaborates these characteristics

into an analytic structure based on his view that plagbendence refers ‘to a specific type of

explanation that unfolds through a series of sequergigést, as shown in Figure 1.

Antecedent Critical Structural Reactive Outcome

conditions juncture persistence sequence
Historical Selection of a Production and Reactions and Resolution of
factors that particular reproduction of counter- conflict
define option from organizational reactions to generated by
available among many form organizational reactions and
options and alternatives form counter-
shape selectior] reactions
processes

Figure 1 — Analytic structure of path-dependent explanatidaptaed from Mahoney, 2001: 113).

In the course of pre-critical junctures, when antecedendlitions are at play, at least two
alternatives are open for selection and potential gs@se influencing the choice made at the
critical juncture become active. The choice is cqusetial because it leads to the creation of a
pattern that endures over time, nudging history down tréaks then, through the stubborn
persistence of subsequent continuities, become incghaslifficult to reverse. It is here that
positive feedback processes become active, with set-dpear costs (when high, individuals
and organizations have a strong incentive to stay om),pkearning effects (experience of an
existing path leads to higher returns from continuing usedrdination effects (benefits of a
given path increase as others adopt the same optionadaptive expectations (self-fulfilling
character of ‘picking the right horse’) (Arthur, 1994: 112pngl with layering (Thelen, 2003),
coming into play and contributing to structural persistente these mechanisms can be added
those of veto points, or rules that make pre-existimgngements hard to reverse, and asset
specificity (Pierson, 2004), the latter providing additiofaice to the mechanisms of

coordination effects and adaptive expectations. Thaghiat, once a specific selection has been



made, it becomes increasingly difficult with the passaigime to return to the initial critical
juncture when at least two options were still avadlablAs noted by Arthur (1989, 1994),
increasing returns to adoption are realized not at glespoint of time but rather dynamically,
such that each step along a particular path produces consesgjubat increase the relative
attractiveness of that path for the next round. Aesctf begin to accumulate, they generate a
powerful cycle of self-reinforcing activity, contribng to structural persistence, such that over
time it becomes difficult, if not impossible, to reserdirection.

The continued existence of an institution over timévates a sequence of causally
linked events that, when activated, materialize seplgrdtom the institutional factors that
originally produced it. In such reactive sequences, wtochprise chains of events that are both
temporally ordered and causally connected, the finaltemethe sequence is the outcome of
interest. With each event within the chain a reacto temporally antecedent events, and thus
dependent on prior events, the overall chain of evaanse viewed as a path culminating in the
outcome. A reactive sequence is often set in motrarb initial challenge to the existing
institution, with counter-reactions to this oppositttven driving ensuing events in the sequence.
Reactive sequences are normally marked by propertiegastion and counter-response as
institutional patterns put in place during critical junctyreriods are resisted or supported.
Although such resistance may not lead to the transt@maf these institutions, it can trigger an
independent process that includes events leading to aoémiktrest. The tensions of a reactive
sequence usually yield more stable final outcomes, winigblve the development of new
institutional patterns. While such outcomes suggest fatidyple equilibrium points, they will
inevitably become displaced by new periods of disconyinsiggnaling the end of a particular

critical juncture and possibly the start of a new one.
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FORMI NG IRELAND’S INDUSTRIAL DEVELOPMENT AUTHORITY

Taking path dependence as lens, we now move on to tfaeecreation and
(re)production of Ireland’s Industrial Development AuthpitDA hereafter). The story that
unfolds takes as its starting point the country’s turmptotectionism following the general
election of 1932, charting the increasing investment bgcessive Governments in the
machinery of protection and the creation of the Authan 1949 as an autonomous agency
within an institutional matrix focused on protectiofhe story then moves on to tell of the
gradual shift away from protection towards free traderepositioning that witnessed the
emergence of the Authority as the pre-eminent agencystafe dealing with industrial
development and its re-creation as a state-sponsoredizaian. Throughout the course of
time, the story traces the growing commitment toAbghority in terms of political, institutional
and monetary resources, with the Authority in turnfogaing that commitment through delivery
on its objectives, largely in the shape of new jadmtion. Essentially, the story is illustrative of
increasing returns reinforcing the chosen path of inglisievelopment, itself reinforcing the
IDA as the principal instrument through which such devetagnoccurs. However, as the story
continues to unfold, the increasing reliance on foreigastment to meet targets, at the expense
of indigenous industry, eventually surfaces as a challemgiee Authority in the early 1980s and
culminates in the Authority being split into separatenags in 1994.
Emerging within Protectionism: Creating the IDA

With a sluggish economy, the Great Depression in &ragtheconomic nationalism on the
rise, two possible paths to economic development werthe table at the time of the 1932 Irish
general election, namely, free trade or protectionidivith the protectionist platform winning

the day, the new government embarked on a path thahwedtin force for almost two and a
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half decades, underpinned by the party advocating protestiominning five successive general

elections and remaining in power for almost two decéskss Figure 2 below).

—
Sluggish economy

Great Depression denting appeal of free trad eypolig
Economic nationalism

ftical
1932 General Election — party advocating protecsimn{Fianna Fail)
defeated party advocating continuing free trad ex{@un na nGael)

Structural Persistence (1932-1948)

Fianna Fail held power for 16 years (5 successemrerl elections)

Building and bolstering protectionist institutiongegislation and supporting organizationg
Appeals to economic nationalism

Economic War with Great Britain

Reactive Sequence (1948-1958)

Inefficiency of protectionis > | Maintain protection, but more expansive/

Saturated domestic markgt*—— | proactive industrial policy:
Migration from land | — | -New organizations (IDA, CTT, AFT)
Increasing unemploymerit«——— | -Fiscal and capital incentives
Increasing emigratio » | -Promote indigenous industrial development
Deteriorating balance of payments -Promote exports / FDI
47

Plus, moves internationally dismantling protectiomiin favor of free trade, ie, GATT, ECSC, EEC

- =

| Emergence and early path of IDA(Figure 3) |

Figure 2: The protectionist path, 1932-1958.

As it was, the party in government invested signifigaolitical capital in protectionism
as the means to achieving economic independence, agpé¢alieconomic nationalism and
engaging in an economic war with the UK. Additionatlye government set about building the
protectionist machine through passing legislation andblksimg appropriate organizations.
Through layering (Thelen, 2003), legislation and supporting @a@ons were added to
partially re-negotiate elements of the machine, whtlethe same time strengthening it in the
process. These various legislative moves also exedihing effects, as can be seen in the
adaptations made to various pieces of legislation cahsttthe machine. The investment in

these legislative and organizational assets, whicle @pecific to protectionism, added to the
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resilience of the institution and deepened the equilibrestablished by the turn to self-
sufficiency. Further, coordination effects and adapexpectations were evident in the support
for this infrastructure, not just by government, bub ddg industrialists.

By the late 1940s, protectionism was coming under pressgerde of its inefficiency,
the saturated domestic market, migration from the landreasing unemployment and
emigration, and a deteriorating balance of payments. ileVdontinuing with the policy of
protectionism, a new government sought to combatlstgshfough engaging a more proactive
industrial policy centered in a new organization, thaugtrial Development Authority (IDA). In
establishing the IDA in 1949, the government chose betveseblishing an autonomous body
and the existing civil service arrangements, optingtierformer and investing in a path to bring
about its creation (see Figure 3 below). That pathedohigh set-up costs, not to mention
adaptive expectations, entailing negotiating the proposhinvgovernment and the civil service
and then selling the idea to the media, to industriaistsnembers of the coalition parties and to
party faithful. It entailed recruiting the Authority mbers and establishing the Authority as an
administrative body in advance of any legislation passimough the Oireachtisitself a large
investment should the initiative have failed in itsga@® through the legislative process at any
of the formal veto points. It entailed drafting ledisla and steering passage of same through
the legislative process, with succeeding stages dependgmdssage of preceding stages first.
Indeed, in bringing a Bill to the Oireachtas, governniead to be sure that it would have the
support of its own members to ensure safe passage, whaleout the position taken by the
opposition.

Thus, even before coming to the Oireachtas, there aleeady significant start-up costs

and expectations as to what the Authority would achie$eich was the investment that, on

! Legislature, which comprises the Dail (lower houspasfiament) and the Seanad (senate).
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returning to power in 1951 once again, rather than abiesAuthority as it had threatened to
do, the party that had built protectionism refocused & ihstead on industrial development,
taking away the administrative role that was propemnge rest with civil servants and freeing
the Authority to focus on promoting industrial developmelbllowing this critical juncture, the

Authority had become established as part of the nadndostrial development institutional

landscape.

| Protectionism reactive sequencéFigure 2)

Antecedent Conditions
Inefficiency of protectionism; Migration from lanthcreasing
unemployment; Increasing emigration; Deterioratiadance of payments

Critical Juncture
Newly elected Inter-Party Government chose a n@argeation, the IDA, over the
Department of Industry and Commerce to further gidal development

Structural Persistence (1949-1950)

Investment in proposal development, positioning esrdmunication of proposal to party
members, media, industrialists, public

Recruitment of Authority members and establishn&rDA as ad ministrative body
Drafting and passage of legislation through Oiréash

Reactive Sequence (1950-1951)

IDA became autonomous, self-governirlg, | Fianna Fail declared it would be abolishefl
statutory body on passage of legislati it | when they returned to power
through all stages, with amendments|to—— | Industrialists opposed judicial powers to pe

assuage industrialists and protect Autholit¢—— [ granted IDA
members from threat of abolition——— | Insufficient resources for IDAto do its job

Outcome — Critical Juncture (1951)
Fianna Fail returned to power. Kept IDA with navey focus (promote creation of new|
industry). Returned all other functions to Depamtnof Industry and Commerce.

Structural Persistence (1951-1958)

IDA focused on new industry. Engaged in builditglégitimacy, credibility and influence.
Came around to view that export-led industrial@atand FDI needed. Began actively
promoting FDI. Given grant-making power.

Figure 3: The IDA’s early path.

The IDA represented layering, in the sense that theegtionist institutional matrix was
left in place, and this layer, while an attempt to ioyar matters, represented learning effects and
further investment, by way of coordination effectsd aadaptive expectations, in making

protectionism work. Thus, from 1932, there was built aardependent institutional matrix in
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support of protectionism, resulting in quite substantial glementarities, with institutional
arrangements mutually reinforcing each other. In egsanstitutional arrangements constituted
a stable equilibrium, its resilience being such thditiri®nal continuity conditioned change and
exhibited strong tendencies towards only incrementakadgnt (Pierson, 2004).

A critical feature of path dependent processes is thativel ‘openness’ or
‘permissiveness’ of early stages in a sequence compatiedhe relatively ‘closed’ or ‘coercive’
nature of later stages (Abbott, 1997; Mahoney, 2001). Tansbe seen in the sequence that
emerged in reaction to protectionism, where new camditivere overwhelming the specific
mechanisms that previously reproduced the protectioni$t. patentative moves were being
made towards an outward-looking orientation, albeit n@ny concerted or coordinated fashion
at the outset and from within the definite confineguaiftectionism. Initially, the IDA favored
protectionism to encourage indigenous industrial developnidatvever, through experience on
the ground, the Authority’s view gradually changed to seekmprt-led industrialization as the
only way to develop the Irish economy and foreign itwest as a source for such
industrialization, resulting in its recommendation ttre restrictions on foreign capital be eased
(Walsh, 1983, cited in Girvin, 1989: 180-181). The governmengxtanding the remit of the
IDA, began to actively encourage foreign investmentilltgaps where indigenous industry had
failed to seize opportunities. Subsequently, further nuadiins were made to facilitate foreign
investment, with industrial policy moving from a focus inport-substitution and indigenous
industry to encouraging exports and foreign investmentus,Theflective of learning effects,
coordination effects and adaptive expectations, we ggewing shift in policy, itself requiring

the investment of political capital in articulating, sugpg and institutionalizing that shift.
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Following North (1990: 98-99), therefore, the continuity obtpctionism was not
inevitable given that the mechanisms of reproductioreveeibsequently eroded over the course
of the reactive sequence that paved the way for thegemee of a new equilibrium. As we see,
throughout the late 1940s and the 1950s, the decreasing retuhes gootectionist path, when
combined with the effects of population movement, begmnerode the mechanisms of
reproduction that generated its continuity. While govemmnsought to bolster protectionism
with mechanisms that included new state organizatiows iecentives to promote industrial
development, this was insufficient to address the daogea®turns. Of interest is that
institutional responses in support of protectionism,nude the nascent IDA, proved plastic
enough to fit with an outward-looking reactive sequenceiastidutional matrix developing in
parallel, a sequence driven by the need to deal withamwlitions, which included increasing
moves towards free trade and mobile investment catiéethationally.

Changing Policy: From Protectionism to Free Trade

As has already been seen, the rules of the game wanging through the 1950s and the
government was becoming more frustrated with protestionin the face of increasing
inefficiencies. Despite efforts at actively encounggiindustrial development and the
development of exports, the inefficiencies of the prdaist path were proving immune to such
incremental change. It was only with the governngeRtogramme for Economic Expansion
(1958) that all of these moves were pulled together intoherent policy of outward-looking
economic development, underpinned by industrial developnmatteimbraced export-oriented,
foreign direct investment (FDI). In marking a critigahcture, this program represented a
significant, path-shifting investment on the part of gownent in a highly visible policy that

effectively sounded the death knell for protectionisre (Sgure 4 below).
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Reactive Sequence (1948-1958)

Inefficiency of protectionis Maintain protection, but more expansive/
Saturated domestic markgt$—— | proactive industrial policy:
Migration from land| — | -New organizations (IDA, CTT, AFT)
Increasing unemploymerit«—— | -Fiscal and capital incentives
Increasing emigratio » | -Promote indigenous industrial development
Deteriorating balance of payments -Promote exports / FDI

_

Plus, moves internationally dismantling protectsomiin favor of free trade, ie, GATT, ECSC, EEC

Outcome — Critical Juncture (1958)
Programme for Economic Expansierpresented a coherent policy of outward-lookingnecaic
development, underpinned by industrial developrieat embraced export-oriented FDI

Structural Persistence (1958 to present)

Significant investment (political, legislative, amgjzational, financial) in establishing outward-
looking/export-oriented development, with learnieffects, coordination effects and adaptiv:
expectations sustaining policy reproduction

Figure 4: Reorienting the path from protectionism to outaoking economic development
Essentially, the move towards a more outward-lookingne@aic development policy
entailed considerable start-up costs, particularly palitend particularly for the party in
government, which had preached protectionism for threadds. Representing a fundamental
shift in policy, government had to both divest itsdlfpootectionism and embrace a more open
policy that included accepting foreign investment as ackethrough which to achieve both
industrial and economic development. Further, it meawemonent investing in promoting this
highly visible policy change, investing in the creatmfmew meaning around the new policy and
investing in its implementation. It meant considexablart-up costs for the civil service in
reorienting itself away from managing protectionism patting in place new institutions to
manage a more open economy. It also meant investimpngagement with ongoing moves
internationally towards freer trade and the changes snghgement would require, such as the
development of complementary policies, the negotiatiod aigning of treaties, and the
implementation of these treaties. Further, it meavestment in the development, promotion

and implementation of successor economic developmens et built on, and so reinforced,
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the path established by the critical juncture. Equalilgsé investments were not just monetary,
but they were also in reorienting the collective matdslisengaging it from the policy of the past
and engaging it with the policy of the future.

From a policy learning perspective (Pierson, 1993), Iretargtory of economic
development is illustrative of policy constituting “impamt rules of the game, influencing the
allocation of economic and political resources, moalifyihe costs and benefits associated with
alternative...strategies, and consequently altering enswegélopment (Pierson, 1993: 596).
While government shaped the outward-looking economic dewelat policy, following Pierson
(1993), this policy can be seen to have subsequently produtick pwith the policy serving to
shape politics. This being so, economic developmentypan be seen to have produced
resources and incentives (e.g., the IDA, the needdat&rjobs) for government, with positive
feedback (e.g., jobs created) influencing continued inva#tnm the policy. Such policy
feedback facilitated the expansion in scope and scadeafomic development, with economic
development policy shaping industrial development policy, clwhiin turn, shaped later
developments and served to reinforce the path taken.

The government’s main objective in terms of industgallicy was to create the
conditions necessary for private enterprise to drigeistrial development. Thus, in terms of
adaptive expectations, we see it explicitly expressqmhesof government policy that protection
is increasingly untenable in a world that is senseddomoving towards free trade and in
opposition to an industrial development policy that boticames foreign participation and is
export-oriented. This new approach to economic developrastablished the path to be

followed and, it is in line with this critical juncturéhat moves along the path of export-led
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industrialization and economic cooperation with Europeevgeibsequently made. It was within
this context that the IDA was reproduced.
From Minor Statutory Body to Major State-Sponsored Agency: Building the IDA

The policy change favoring free trade also marked eaakifuncture for the IDA (see
Figure 5 below) in focusing its efforts and positioningst the focal organization in attracting
FDI, effectively turning it into an investment pronmti agency, with coordination effects and
adaptive expectations seeing increases in the orgamzacope and resources through the
success of its efforts. In the years immediatelyoWahg, the IDA invested in marketing
campaigns and opened offices in the US and Europe, whiabrgdrforeign investment for the
country, such investment garnering further funding forlb to facilitate its work, each move
reinforcing further moves along the burgeoning path of &®la means of achieving industrial
development. In terms of complimentary institutionavedepments, besides the financial
incentives machinery, other legislative moves compl@ed and facilitated the IDA’s work,
particularly in the area of taxation. Through the 195@k ¥860s, the IDA gradually built the
country’'s reputation as a base for manufacturing industdyits reputation and identity as the
country’s industrial development organization. This periacted as the “pilot stage” in
attracting new industries to the country, albeit thetpdrovided much of the manufacturing
sector’s diversification and growth (O’Neill, 1972: 44).

The Authority’s success met with operational limitaiphowever. As matters stood, the
Authority operated within the tight constraints of thel service bureaucracy, with no control
over the assignment or withdrawal of its staff, neeroits structure. On the one hand, the IDA
was being asked to play an increasingly demanding, key imolde country’s economic

development, while being handicapped on the other throudhhawving the operational
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autonomy to deliver on that role. To bring about chatigee Authority engaged US consultants
Arthur D. Little (1967a, b) to assist it in a major reaggal of the state’s industrial development
apparatus. The review concluded that achieving full emm@aymrested on encouraging foreign
firms to establish operations in the country, requinmgye than just charging the IDA with the
undertaking; the IDA would also need far greater resouh@@swere given it, in addition to the

capacity and flexibility to control its own operations

| Critical Juncture — Economic/Industrial DevelopmentPolicy (Figure 4)

Critical Juncture (1958)
Programme for Economic Expansitostused IDA exclusively on promoting/attracting FBffectively
turning it into an investment promotion agency

Structural Persistence (1958-1966)

Investment in IDA through development program poktatements, provision of resources

Learning effects, coordination effects and adaptiectations yielded increasing investment by afa
financial resources, legislation, FDI investorsipetc.

Reactive Sequence (1966-1969)
IDA and An Foras Tionscail worked 48 | Reviews by Little (1967a), NIEC (1968)
separate bodies with limited autonomy*— | and PSORG (1969) called for streamlining
IDA promoted FDI and AFT disbursesg— | industrial development agencies through

industrial development grants to indigenqué&———— | creation of state-sponsored superagency

and overseas companies——— | with its own operational autonomy

Outcome — Critical Juncture (1969/70)

Government accepted the review recommendationslafted the necessary legislation, which was
passed by the Oireachtas as the Industrial Develnp#ct, 1969

The new IDA came into being on Aprit{11970

Structural Persistence (1970-1982)
High fixed set-up costs in establishing the ‘nel@Aas a state-sponsored superagency — legislation
political capital, staff recruitment, financial asces, etc.

Learning effects, coordination effects and adaptikmectations yielded increasing investment by
way of financial resources, legislation, markefprggrams, industrial investors, jobs, internal
reorganizations, etc.

Figure 5 — IDA path from minor statutory body to majotestsponsored super-agency.

On foot of the Little (1967a, b), the National IndustEalonomic Council (1968) and the
Public Services Organisation Review Group (1969) reviend by way of critical juncture, new
legislation, enacted in 1969, streamlined agencies dealitly mdustrial development and

concentrated the expertise within an expanded IDA hafuthgcontrol over its own internal
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operations. It gave the Authority the status of éest@onsored organization having national
responsibility for the furtherance of industrial develepty in addition to consolidating
decision-making power concerning industrial developmentimwithe Authority. Government
maintained overall control through its power to appolme Authority's members, its broad
responsibility for setting industrial policy and its bdoaontrol over the Authority’'s budget.
Additionally, government pro-actively legitimized the Aathy’s role and position, making it
clear through the reorganization legislation that bithustrial development and the IDA’s
central role in it represented a vital, long-term pragfer Ireland to which it was committed.

Having invested considerable set-up costs in re-credtiegIDA, in terms of, for
example, consultants reports, political capital, legistaand dissolution of agencies, the new
IDA came into being as a state-sponsored body on April1270. From enactment of the
establishing legislation there followed considerableestiment in a highly specific asset, namely
an autonomous industrial development organization, whthiled physical specificity (e.g., the
IDA as an industrial development organization, indust@&lelopment legislation, policies and
programs, party political platforms on industrial developmetl of which involved design
characteristics particular to industrial development), dwunspecificity (e.g., the IDA’s
specialized knowledge of the industrial development enviemtmesulting from learning-by-
doing, and its special relationships with various actessilting from repeated interactions with
these actors) and dedicated assets, where the valleastets derived from continuance of
industrial development to which they were applied (Pier2004).

Now vested with the formulation and implementation afional and regional industrial
policy and freed from the shackles of the civil servisemanage its own affairs, the Authority

put in place systems, structures and institutional arra@gsnthat have persisted over time. Re-
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creating the IDA entailed introducing a new organizastmucture and meeting its expanded
mandate saw the organization engage in a major recniitoheve. In seeing industrial
development as a ‘cooperative process’, requiring thecpmation of a range of development
organizations, the IDA from early on saw value inding contacts throughout the country and
devoted significant staff resources to managing thenutjiroepresentations of key personnel on
a range of main boards, committees and organizati®hg. new IDA also decided to carry out
many of its executive functions through committeeshvdelegated grant giving powers, on
which other interests participated, e.g., the Confemeraif Irish Industry, the Irish Export
Board, research institutes, universities and governdegdartments.

The new IDA also invested in creating a Janus-faced n@af@on, with one face
managing the needs of and relationship with industry amcther face managing the needs of
and relationship with government, very much placing tB& litself in the position of a
coordinating mechanism, the benefits of its actsitieing enhanced through coordinating with
the activities of both government and industrial invest

Having the ear of government, the IDA was active innegating further
complementarities with other policy areas, such as éidaucand physical infrastructure. As the
increasingly credible experts, the IDA was in the uniguesition of being able to say to
government what was needed to facilitate and encourdgstital development and the delivery
of new jobs, such that government listened and acteard@ingly. Arguably, the IDA was able
to use its position to generate increasing compleméagatihereby increasing its value and
reinforcing its own stability.

Building on the experience gained since promotional &tadmmenced in 1955, the

new IDA adopted a more intensive and focused method ofgiimmencompassing a more
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selective approach, direct marketing, advertising and prdséicions. For the IDA, this research-
based promotional program proved an effective tool igetarg its limited resources at foreign
companies that were looking to expand abroad and thatreiend’s industrial development
needs (IDA Annual Report, 1971/72: 20).

In effect, and revealing learning effects and adaptiyeetations in refining a strategy it
had pursued since the 1960s, the IDA went about attractidghdeaompanies in the field, a
strategy that contributed to increasing returns in pagia location of production (Arthur, 1994;
Krugman, 1991). These companies, in turn, attracted suppékilled labor, specialized
services and appropriate infrastructure, and contributédetaevelopment of social networks,
which facilitated the exchange of information and etiper Further, the presence of these
companies and the concentration of these factorsilsota@d to Ireland’s attractiveness for other
firms in the sector, in effect, acting like magnetsl amfluencing the locational decisions and
investments of these other companies.

Thus, working from within the constrained choice-setspnéed by the chosen path to
achieving industrial development, namely the active sogrof foreign investment to create
sustainable jobs (McLoughlin, 1972: 35), the IDA, on thekbafca strong planning process and
cognizant of its limited resources, prioritized industsattors and targeted leading companies
that the organization expected would deliver a high natieconomic and social benefit into the
future. In essence, and building on the learning gained ft® earlier promotional efforts in
using leading companies to attract others, adaptive exjpestacame into play in adopting this
selective, targeted approach, with success over timreing the approach such that it became
self-fulfiling. That is, the approach delivered investinand jobs, which reinforced continued

investment in the approach, which delivered furtherstment and jobs as agglomeration effects
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came into play, with the winning companies attractmgestment from others in the sector, this
positive feedback itself reinforcing the value of theAllas an industrial development
organization, especially when set against the poor meaface of indigenous industry.

By way of delivering results for government, and also wegy of focusing the
organization on its mandate, the Authority institutedighly quantified approach new to state
agencies at the time, namely annual targets for s&ion of jobs, which were made public in
advance and subsequently reported on so that the orgamizatild be seen to be performing in
delivering results (MacSharry & White, 2000: 194). Such higidiple performance measures
served to reinforce the chosen path to industrial dpuadot, with achievement of targets being
evidence to government and the public that the IDA vaei&ering results, which encouraged
continued investment in the IDA, in turn delivering argets and so on. Such were the
coordination effects afforded by the IDA in terms @b jcreation that, in tandem with learning
effects and adaptive expectations, the organizatiomjsests for exchequer funding, for both
incentives and administration, were invariably lookednufaworably.

In terms of program development (e.g., Re-equipment and Miadgon, Product and
Process Development, Service Industries, Project faatibn, Enterprise Development), its
programs are illustrative of the learning-by-doing thatusred over time and that served to
consolidate the IDA’'s position as the national indastdevelopment organization. All are
indicative of its capacity to learn and to innovatethie process ensuring its continued relevance
as the focal point in coordinating industrial developnpaiicy formulation and implementation.
Effectively, over time, the IDA developed programs suited the particular industrial
development challenges it faced, illustrating that a fesgnt amount of learning-by-doing had

occurred in the increasingly complex industrial developragstiem.
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While the 1950s and 1960s were about building and consolidatingAubi®ority’s
identity, credibility and legitimacy, following the doal juncture that created the ‘new’ IDA
super-agency, the 1970s was a period of building the organabtiorm and further
consolidating the IDA’s credibility and legitimacy. THecade was capped by a progress report
(IDA Annual Report, 1979: 3-4) citing a litany of achievetsenincluding an expanded,
autonomous organization employing almost 700 highly skilladf, stient company investment
of £2.7bn (compared to £130m in the 1960s) for a total grant tovant of £831m and job
approvals of 192,000 (compared to 45,500 for the 1960s), with 99,000 istitomeustry. To
all intents and purposes, it appeared as though the sighifis@stment of resources in the IDA,
allied with its own learning and the increased coorainadf policies and activities to fit with its
interests, was delivering according to expectations,pbsitive feedback reinforcing the IDA as
an organizational form. However, from the relagery of the 1970s, the IDA moved to more
challenging times in the 1980s.

Back to the Future: From State-Sponsored Super-Agency to Ageyn Focused on FDI

From a path dependence perspective, the story movesofiernf structural persistence
to a reactive sequence that culminates in a criticadtyre leading to the reorganization of the
IDA. According to Wickham (1983), Ireland’s success inaating FDI lay in the very
particular situation of the IDA. As has already beeted, the organization was effectively the
sole industrial development body in the country; it hadthis point, remained unchallenged by
any power center either in the country or outsidet ityas shielded from political interference
that would have impacted both policy formulation and impletation; its “discretionary”
decision-making was suited to dealing with private entexprsd it was in a position to

legitimate itself to all stakeholders as fulfilling ampiortant national task.
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While Wickham's observation points to success witheifgm investment, the same
success was not achieved with domestic industry. Haxpgrienced a decade of relative glory
through the 1970s, the organization’s legitimacy camequogstion on foot of the Telesis (1982)
review and at a time when the country was experientiageffects of a global recession, a poor
foreign investment climate, mounting domestic econongcoblems and increasing
unemployment (IDA Annual Reports, 1980-83; MacSharry & WIAG0; Telesis, 1982).

While reliance on foreign investment had found genecakptance and largely went
unguestioned, concerns nonetheless gradually emerged througeod®70s about an over-
reliance on such investment and its tenuous links agheiconomy, not to mention a dualistic
industrial structure and the influence of external irgesren national sovereignty (e.g., Cooper &
Whelan, 1973;Economist 1977; Jacobsen, 1978; Kennedy & Dowling, 1975; Long, 1976).
These concerns led the National Economic and Soomah€il (NESC) to commission a five-part
review to ensure that government industrial policy waited to creating an internationally
competitive industrial base in Ireland.

One of the reviews, Telesis (1982), had the greatest iropadl in regard to the IDA and
to industrial development policy. In assessing the 'stateen industrial policy, Telesis was
complimentary on number of fronts. It considered thatcountry had a clearly articulated, very
advanced, extensive and consistent industrial policyy imtentive and energetic state agencies
devising programs to deliver on policy goals. With paréicueference to the IDA, the review
observed that it had succeeded in developing what was argingbimost dynamic, active,
efficient and effective organization of its kind in therld, with a well-earned reputation as the

leading organization in the field.
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However, the review also noted weaknesses in indugigdty had contributed to
weaknesses in the country’'s industrial structure, thugingnthe success of the country's
industrial development. The review’s main criticismswhat industrial development had largely
depended on FDI, while indigenous industry languished. Itizet the practice of creating and
counting job approvals over the creation and countingtofadjobs delivered, commenting that,
while there was value politically to government and ivadionally to the IDA in touting job
approval targets, the gap between approval and realityneadffect of creating expectations in
the general population that were then not met. And &iayovernance perspective, it noted that,
legally, government departments were responsible forrrdetieg strategy with the IDA and
other development agencies responsible for strategyrnmaplation, whereas the reality was that
the IDA formulated strategy in line with its job crieat mandate, while government departments
were both lacking in staff numbers and information ckffit to formulate strategy and oversee
the implementation of this strategy by the relevganaies.

The overall impact of Telesis was to refine both tB& and industrial development
policy. Changes were bounded and incremental, withRQWestill very much the lead industrial
development organization. The outcome of Telesis amdi¢hate it engendered was the setting
of an adjusted course, building on past success and raflettien lessons learned from
experience gained to that point. In many respects, givencomplexity of the problems it
confronted, i.e., a worsening fiscal crisis and insirgp unemployment, government relied
heavily on the pre-existing industrial development polayd organizational framework,
adjusting at the margins to accommodate the demands dcfitttaion (Pierson, 1993). The

above tallies with Hall's (1989: 11) proposition that ‘priexperience with related policies’ is
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such that ‘states will be predisposed towards policie® wihich they already have some
favourable experience.’

While the exogenous shocks of the early 1980s engenderediwsirial policy debate,
the result was on-path responses entailing layering tmoexisting industrial development
institution. The IDA remained the focal organizatiforeign investment remained an important
source for jobs and greater attention was now to ek tpaindigenous industry, with the IDA
and government coalescing around this on-path responeagthrtheir collective effort at
articulating an industrial development policy that validatdne approach taken over the
preceding decades and that acknowledged the learning accraindatiiitated incremental
change. It was not a case that the IDA had not deerg anything with indigenous industry;
rather collective learning suggested it needed to invest mto what it was already doing.

With Telesis still very much in the background, the 1A880s witnessed a number of
threats to the IDA in terms of its position as thentcal industrial development organization
(MacSharry & White, 2000: 212), while the early 1990s witrd:sget another review of
industrial policy with major ramifications for the IDA&mployment Through Enterpris&993;
Industrial Policy Review Group, 1992). Representing anathcal juncture, the outcome of
the review saw the Department of Industry and Commegckaim the role of determining
industrial policy and of supervising its implementationirthe IDA, which was split into three
separate organizations.

Thus it was that the policy refocus recommended frorasi®bnwards found subsequent
expression in the formal recreation of the IDA a®¢hseparate, autonomous bodies in January,
1994, each with its own board and its own distinct misaiah goals. All three agencies operate

within a framework which facilitates cooperation andtmal support, with Forfas, the umbrella
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agency, focusing on policy, Forbairt (now Enterpriselah@) charged with promoting
indigenous industry and IDA-Ireland responsible for atingdeDI to Ireland.

From the relative success of the 1970s, the IDA entitieed 980s under a cloud created
by the Telesis (1982) review, which was exacerbatedhbypbor economic and jobs climate
throughout the decade. The structural persistence th&edntlie 1970s gave way to a reactive
sequence that saw both questioning of the IDA and gefbreing mechanisms generating
increasing returns to continuing with the IDA, finding seduent expression in the critical

juncture that brought about recreation of the IDA (sgarE 6 below).

Outcome — Critical Juncture (1969/70)
Government accepted the review recommendationsleaited the necessary legislation, which was pasged
by the Oireachtas as the Industrial Development 2269
The ‘new’ IDA came into being on April$11970

Structural Persistence (1970-1982)

High fixed set-up costs in establishing the ‘neld¥Alas a semi-state superagency — legislation, paliti
capital, staff recruitment, financial resources, et

Learning effects, coordination effects and ad apgi@ectations yielded increasing investment by ofay
financial resources, legislation, marketing proggamdustrial investors, jobs, internal reorganaa, etc.

Reactive Sequence (1982-1993)

IDA maintained its position as the— | Poor economic climate throughout 1980s
pivotal industrial development «—— | Telesis (1982) review questions IDA performance ahd
organization industrial policy
IDAresponded with a complete polig Media castigate IDA performance
re-think and restructured to addrgs& | Triennial review empowers SFADCo at expense of
weaknessey — | IDA in mid-West region
Government White Paper on Industrfa— | Questioning re-emerges with IPRG review and its
policy (1984) reaffirmed IDArole ang recommendation to split IDA into separate indigesou
position and emphasized mofe and oversaes organizations
selective approach to industrin—— | Minister and Department of Enterprise and
developmentf ——— | Employment and minor Government party accepte
IDA, major Government party, ¢ IPRG recommendation
Department of Finance and oppositipn Moriarty implemented IDA restructuring into 3
parties against splitting IDA separate agencies

QOutcome — Critical Juncture (1993/94)

Government drafted legislation to split the IDAdr8 separate organizations, which was passed by the
Oireachtas as the Industrial Development Act, 1993

Forfés, Forbairt and IDA-Ireland came into beingJanuary 1, 1994

Figure 6: IDA path from industrial development super-agen@gtncy focused on FDI.
From a path dependence perspective, arguably, the charige tBDA as an industrial

development organization remains within the bounds @fpith being pursued since the critical
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juncture of the 1950s. What has transpired in the intéxinhat much policy learning and
organizational learning has ensued, such that the staténued to invest in refining its
industrial development policy and the institutional and oirgdional arrangements established
in support of that policy. The IDA of 1955 has continuedtlmough to the IDA-Ireland of
today, in terms of its sole focus on promoting inteomatlly mobile investment by foreign
interests in Ireland, albeit losing its ‘authority’ ine process The IDA that emerged from the
late 1960s incorporating indigenous along with foreign industag subsequently renegotiated
in the early 1990s, such that the organizational stru¢hateexisted internally was externalized
through the creation of separate agencies out of teangxdivisional structure.

Today, IDA-Ireland (2008) points to over 1,000 foreign compaoprating in Ireland,
representing direct employment of 135,000 and accounting for 2&epernf GDP and over 80
per cent of exports. The organization boasts of andéexrtor of over 220 foreign companies,
with five of the world’s top ten having a substantialsé in the country, with some 40,000
employed in the sector, and accounts for over €50 bifioaxports. In the pharmaceutical
sector, the 83 facilities employ some 17,000 people diragbtiyeen of the top fifteen companies
in the world have significant operations in the counsiy of the top ten (and 12 of the top 25)
selling drugs in the world are produced in the country makmlgrid one of the world’s largest
exporters of pharmaceuticals, with exports topping €30 rhililoThe 130 companies in the
medical technologies sector, 15 of which are in theldAitop 25, employ over 26,000 and
achieve annual, largely export, sales in excess ofli&Gpsuch that this sector is comparable in

scale to the largest clusters globally in Minnesota elassachusetts. The organization is also

2 personal interview with Padraic White on Mdy 2006. Mr. White joined the IDA in 1969 and rose to become
Managing Director in 1981, serving in that position until 1990.
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active in attracting and retaining FDI in the interma&l financial services, engineering,
international services, consumer products, chemicdlbimmetrics sectors.
IN CONCLUSION... A PATH DEPENDENCE PICTURE OF
ORGANIZATIONAL FORM(ING)

Thus, taking all of the above together, what emergaspath dependence picture of the
IDA’s creation within the context of a protectioniptith, and subsequent production and
reproduction within the context of a free trade pathe $&e the critical junctures marking the
turn to protectionism and then to free trade, in additmrihe critical junctures marking the
IDA’s establishment, then its focus on developmentned industry and re-focus on FDI,
followed by its re-creation as a super-agency withonati responsibility for all aspects of
industrial development policy and implementation, and mesently its re-focus on FDI, with
its responsibility for policy development and indigenoudusiry centered in separate, new
agencies.

Post-critical junctures, positive feedback mechanismeecinto play to produce and
reproduce structural persistence. We see large set-upasmbizngoing investment, initially in
protectionism and subsequently in a policy geared towaeds tfiade, e.g., policy statements,
policy documents, legislation, new institutions and ommions, ongoing commitment of
resources (financial, political, legislative), etc.e\8ke the knowledge gained in the operation of
both policy regimes contributing to positive feedback heirt continued use, such feedback
incurring continued investment aimed at greater effigieam effectiveness, for example, in the
fine-tuning of legislation and the establishment of ptementary organizations. Increased use
of each policy regime encouraged investment in linked amdpEmentary activities, in turn

making each regime more attractive. And adaptive expaasatirove continued investment in
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both policy regimes to reduce uncertainties, wherebygtieater the expectation that policy
would continue in force the greater actions would be adapteealize those expectations. The
self-fulfilling character of expectations contributedtbe policy winning broader acceptance and
increased the dynamic of coordination effects.

We also see such large set-up costs and investment gainghe IDA, producing and
reproducing an increasingly specific industrial developmesseta Tremendous amounts of
learning by doing has occurred in what has increasirggipine a complex system, with the IDA
developing strategies suited to the particular institutionatrix it has confronted. We see
widespread coordination effects, with particular coursesaation encouraged, and others
discouraged, given the anticipated actions of otherswitie industrial development sphere.
We see growing complementarity between the outward-lgoialicy of economic development
and the IDA as the increasingly focal organizationvedelhg on the country's industrial
development. Coevolving over an extended period of tilve,interactions between the two
have created densely linked institutional matrices (Ndr$90).

However, we also see that paths have not continuedinibelg, as was the case with
protectionism and with the IDA itself. A reactiveqgsence emerged in response to the growing
disquiet with protectionism, which culminated in the ouateoor critical juncture that saw the
outward-looking economic development policy take its pladée initial fortunes of the IDA
played out within this reactive sequence. Its estabési attracted the threat of abolition by the
opposition and it became bogged down in managing protectidnighe detriment of promoting
industrial development. However, the outcome or clifigacture was favorable to the IDA in
setting it on its path as an industrial development orgéon through removing it of its

bureaucratic burden administering the protectionist machifihe critical juncture that saw the
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organization’s role re-focused to attract FDI wasugficed by the reactive sequence at the
broader level of economic policy. The subsequent meacequence that resulted in the re-
creation of the IDA as a semi-state super-agency wessponse to the perceived and real
inefficiencies of having multiple state agencies dealidp industrial investment and doing so

from within the operational confines of the civirgee. And the reactive sequence that began
with the Telesis review and culminated in the re-aneabf the IDA as three separate agencies
reflected ongoing debate over the needs of foreign andeimolus investors, the scope of

industrial policy and the division and location of polagvelopment and policy implementation

responsibility.

In the final analysis, from relatively contingent damnpredictable beginnings have
coevolved both an institution and an organizationahfotn the case of the IDA, both the forces
for structural persistence and those of reactive segsidmaeée contributed to producing and
reproducing an increasingly fine-tuned, specific assetrganizational form thagx ante,could
not have been predicted when it was first establishedother words, telling the story of the
IDA from a path dependence perspective allows for engadenignhistory and process, in so
doing maintaining an opening toward organizational fogmin organizational theorizing and

research.
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