
All. 4 – Template of course contents 

GENERAL INFORMATION 

Course name: Institutional Economics (Institutionalist and Evolutionary Theory of the Firm) 

Number of credits: 4, 24 hours  

Name(s) of Theacher(s): Ermanno Tortia  

 

Invited lecturers: 

 

 Carlo Borzaga (University of Trento): third sector organizations and social enterprises. 

 

 Silvia Sacchetti (Open University, UK): social enterprises and local socio-economic 

development. 

 

Modules (if applicable):  

 Institutionalist Theory of the Firm 

 Evolutionary Theory of the Firm 
 

Semester: First 

Venue: University of Trento, Department of Economics 

Website: http://web.unitn.it/en/drss-delos/35582/delos  
 

CONTENTS 

Objectives:  

 Advanced theoretical and applied training in institutionalist theory of the firm 

Contents (<1,000 characters): 

 

PART ONE: Institutionalist Theory of the Firm 

 The first part of course will introduce the students to the basics Institutional Econonomics. 

An historical outline will be given of Old and New Institutional Economics. 

 Ronald Coase’s “The nature of the firm” is taken as the beginner contribution to New 

Institutionalist Economics. This work is used to traduce the concept of transaction cost, and 

the works by Oliver Williamson’s concerning the “Markets and Hierarchies” dichotomy.  

 Hybrid forms of organization, ranging from participatory forms of ownership, to clusters, 

industrial districts, networks, and sub-contractual arrangements are introduced and 

discussed. 

 The Institutionalist Theory of the firm is completed by introducing Henry Hansmann’s 

model and discussing organizational variety in market economies. The relevance of costs of 

contracts, costs of ownership, and different forms of enterprise, including investor owned 

firms, co-operatives and third sector organizations is discussed.  

 

PART TWO: Evolutionary Theory of the Firm 

 The course program starts from the origins of evolutionary theory in the works by Thorstein 

Veblen and Alfred Marshall. Biological metaphors in evolutionary thinking, in the social 

sciences and in economics are introduced and discussed.  

 Schumpeter’s theory of business cycle, development and creative destruction in introduced 

as explanation of economic dynamics.  

 Behavioral models of rational choice: Herbert Simon, bounded rationality and the Carnegie 

School tradition. Satisficing rather than maximizing behavior. Richard Cyert and James 

http://web.unitn.it/en/drss-delos/35582/delos
http://en.wikipedia.org/wiki/Satisficing


March’s behavioral theory of the firm. Firms as coalitions of individuals or groups. 

Linkages with Oliver Williamson theory of markets and hierarchies;  

 The developmental growth of organizations is introduced Edith Penrose’s contributions, 

while economic change is discussed starting from Richard Nelson and Sidney Winter 

explanation of organizational routines. Institutional change and economic performance is 

discussed starting from the works by Douglas North.  

 Local Development, Districts and Clusters in Institutional Theory 

o The relevance of knowledge, industrial districts and urban planning in industrial 

economics is discussed starting from the knowledge based theory of the firm; 

o Urban planning is discussed starting from Jane Jacobs’s theory of social capital and 

urban design within her conception of the economy of cities and of the nature of 

economies.  

o Common resources and local economies: 

 Elinor Ostron framework for the analysis of the utilization of common 

natural resources; 

 Other approaches to the creation and use of common resources. 

o Third sector organizations and local socio-economic development: third sector 

organizations and social enterprises are introduced as locally embedded actors that 

exploit local social capital and capabilities to produce general and public benefit 

goods and services. 

Prerequisites: 

 Required: Introduction to Economics 

 Recommended: Microeconomics 

Teaching approach: 

 Lecture hours: 16-18 

 Other (seminars): 6-8 

 

Exams: Written 
 

TEACHERS 

Short bio 1:  

Ermanno Tortia 
Ermanno Tortia graduated at the University of Turin in 1995, and accomplished the Doctoral Degree in 
Economics and Institutions at the University of Bologna in 2002. He is currently Adjunct Professor (tenured 
researcher) at the University of Trento, Department of Economics and Management. His research focuses 
on the theory of the firm, labour economics, happiness studies and human resource management, with 
special focus on third sector organizations and the social economy (co-operative firms, social enterprises 
and non-profit organizations). He has been research fellow at the University of Stirling (UK), School of 
Applied Social Sciences. He closely collaborates with the DEloS (Development Economics and Local 
Systems) Ph.D. Program, which is jointly organized by the University of Trento and the University of 
Florence, at with EuRICSE (European Research Institute on Cooperative and Social Enterprises, Trento). His 
teaching activity concentrates on Institutional Economics, the Theory of the Firm, the Third Sector 
Economics (Co-operative Firms and Social Enterprises), and Applied Statistics.  
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