


Introduetion “~/

e Governance: restorlng order
— Market, hybrid or hierarchy (3 odes)

* Innovation is wi spreéd change (risky)
— Process of slgv social transaction
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Governance & Innovation

 Governance restores order when change
disturbs rewards of social tra’sactions

— 3 modes: marke hybrid hierarchy
e |nnovation: vu;al rocess of
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Why not Innovate* .~

e Innovation disrupts our netwo ks and
threatens our feelings of sec |ty

e |nnovation |s difficult ale oftgn fails

» Innovation has
unant|C|pat
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Transaction Costs'

e “An economic definition of transaction costs Is
the costs of measuring what is being exchanged
and enforcing agreement.” (North, 1997)

— Includes adapting t chiln S affecting each party.

e “...Inthe larg ll.co ext of societal evolution
[transaction costs] | COStS inv din
humaq i{r’er lon time.” (North, 19€
The costs of e e are transa
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Transaction cests matter”

e Transaction costs act like frlc lon
* Restoring order maya coun or most

+ Transaction ser es re 60% of
Australian i’ vs 32% in 1911

Innovat 0 bev able
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Properties of Transactions

o Specific assets: Specialised assets which

lose value If transaction doeslnot continue
e N.B. Includes social networks

e Uncertainty: Fre uepc of unanticipated
disturbances w ch aIt rewards to the

parties
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Behavioural Assufnpt‘iqﬂ'

 Bounded rationality:

— People who intend to behave |' the mutual
Interest may act out of self Interest when the
pattern of rewar
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Modes of Governance:
Restoring order to transactions

 Markets: Adapt autonomously to disturbances
e strong incentive, no administrative control, some legal rules
* rapid, low cost but may strand assets ')

 Hybrids: contracts with credible commitments

— Adapt by negotiate&:o rdination and market
» weaker incentive, some administrative control, c:)ﬂtract law

I * slow, high st*anc"nay avoid stranding assets
| - - - - :
A Hierarchies, Firms, e in-house’
— Adapt Inistr coordination
» weak incen , dministrative con
 rapid, hig st but avoids
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| Economical Governance
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Innovation & Governance Journeys

Innovation journey Governance journey
e Building a community < Hybri

of change makers '
ybri&
rarchy
arket
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Issues for the future of innovation

 TCE potential as a diagnostic for change
management and innovation ')rocesses

— SA Business Vision 2010 example
e Good gather, vision, pil
 Could do E;ter ai#[;tr
— Measures of specific as

e Social cap |

e Care for nj
o | ovate‘ f etter

| X
of .( hmy O'Malley OAM 21 J

m and renewa
and un

ovation

rtainty
da)

Histg



, Perspesives

e If everything is under control

not driving fast enough! =«%__ e
(Stirling Moss) R A
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