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How can large How can large 
organizations like organizations like 

Governments put in places Governments put in places 
processes, structures, and processes, structures, and 
incentives that encourage incentives that encourage 

their people to be their people to be 
exploratory?exploratory?
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Knowledge CreationKnowledge Creation

Public knowledgePublic knowledge
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The Social Learning Cycle (SLC)The Social Learning Cycle (SLC)
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Identifies misfits between expectations and outcomes: threats Identifies misfits between expectations and outcomes: threats 
and opportunitiesand opportunities
Signals are often Signals are often fuzzy.detectionfuzzy.detection is slow and uncertainis slow and uncertain
Data is often public, interpretations are notData is often public, interpretations are not-- they are often they are often 
unique unique 
Group pressure can distort the scanning processGroup pressure can distort the scanning process
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An articulation of insights that result from scanningAn articulation of insights that result from scanning
Codification gives structure and coherence to the Codification gives structure and coherence to the 
insightinsight
It reduces uncertainty and ambiguityIt reduces uncertainty and ambiguity
It sheds It sheds uncodifieduncodified data along the way data along the way –– either either 
context or noisecontext or noise
It generates conflict by forcing selectionIt generates conflict by forcing selection
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UndiffusedUndiffused DiffusedDiffused
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Codified data diffuses rapidly Codified data diffuses rapidly -- unless controlledunless controlled
Its meaning will only register with those who know the Its meaning will only register with those who know the 
codescodes
The data is deThe data is de--contextualised when it is codified and may be contextualised when it is codified and may be 
hard to interprethard to interpret
Diffusing data reduces its scarcity valueDiffusing data reduces its scarcity value
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An An uncodifieduncodified stock of practical experience builds up around stock of practical experience builds up around 
the codified datathe codified data
The codified data may or may not match the user’s prior The codified data may or may not match the user’s prior 
“common sense” view of the world.“common sense” view of the world.
If it does not, a new round of scanning and learning may be If it does not, a new round of scanning and learning may be 
initiatedinitiated
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Institutions and Cultures in the IInstitutions and Cultures in the I--SpaceSpace
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MarketsMarkets

Information Codified Information Codified 
and Diffused and Diffused 
Relationships are Relationships are 
horizontal and horizontal and 
impersonalimpersonal
No barriers to entry No barriers to entry 
and exit and exit –– everyone everyone 
can playcan play
A zeroA zero--sum world sum world 
between competitors between competitors 
–– everyone for everyone for 
himselfhimself

BureaucraciesBureaucracies

MarketsMarkets

CodifiedCodified

UncodifiedUncodified
UndiffusedUndiffused DiffusedDiffused

ClansClans

FiefsFiefs

Examples : Financial Examples : Financial 
markets, most commodity markets, most commodity 
markets, some markets for markets, some markets for 
casual labourcasual labour

Ref. 1.1.1.3 © Max Boisot 1999



Information codified and Information codified and 
undiffusedundiffused
Relationship are Relationship are 
hierarchical and hierarchical and 
impersonalimpersonal
Controls on the diffusion Controls on the diffusion 
of information favours of information favours 
either centralization or either centralization or 
the controlled delegation the controlled delegation 
of decisions.of decisions.
Barriers to entry based on Barriers to entry based on 
the possession of the the possession of the 
appropriate codified appropriate codified 
knowledgeknowledge
Decisions based on ‘hard’ Decisions based on ‘hard’ 
rather than ‘soft’ datarather than ‘soft’ data

MarketsMarkets

CodifiedCodified

UncodifiedUncodified
UndiffusedUndiffused DiffusedDiffused

BureaucraciesBureaucracies

ClansClans
FiefsFiefs

Examples: government Examples: government 
agencies, the military, agencies, the military, 
the large corporationthe large corporation

BureaucraciesBureaucracies

Ref. 1.1.1.3 © Max Boisot 1999



Information Information uncodifieduncodified
and diffusion is limitedand diffusion is limited
Relationship are Relationship are 
horizontal and personal horizontal and personal 
and characterized by and characterized by 
bargaining and bargaining and 
negotiationnegotiation
Favours the creation of Favours the creation of 
inin--groups and outgroups and out--
groupsgroups
Barriers to entry based Barriers to entry based 
on the possession of on the possession of 
appropriate appropriate uncodifieduncodified
knowledge knowledge –– ieie, a , a 
knowledge and knowledge and 
appreciation of contextappreciation of context

MarketsMarkets

CodifiedCodified

UncodifiedUncodified
UndiffusedUndiffused DiffusedDiffused

BureaucraciesBureaucracies

ClansClans
FiefsFiefs

ClansClans

Examples: Cartels, Examples: Cartels, 
KereitsuKereitsu, top , top 
management teamsmanagement teams

Ref. 1.1.1.3 © Max Boisot 1999



Information Information uncodifieduncodified
and and undiffusedundiffused
Relationship are Relationship are 
hierarchical and personalhierarchical and personal
Barriers to entry based Barriers to entry based 
on the possession of on the possession of 
unique unique uncodifieduncodified
knowledge knowledge –– ieie, personal , personal 
experienceexperience
Since mastery of Since mastery of 
contextual knowledge is contextual knowledge is 
everything, neither everything, neither 
delegation nor delegation nor 
decentralization is easy. decentralization is easy. 

MarketsMarkets
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UndiffusedUndiffused DiffusedDiffused

BureaucraciesBureaucracies

ClansClans
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FiefsFiefs

Examples: family Examples: family 
businesses, some businesses, some 
entrepreneurial startentrepreneurial start--
ups, the top tier of some ups, the top tier of some 
bureaucraciesbureaucracies

Ref. 1.1.1.3 © Max Boisot 1999



Multiple Organizational Cultures in theMultiple Organizational Cultures in the
II--SpaceSpace
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Culture and LearningCulture and Learning

BureaucraciesBureaucracies MarketsMarkets

ClansClansFiefsFiefs

CodifiedCodified

UncodifiedUncodified

UndiffusedUndiffused DiffusedDiffused

Re
f.

 1
.1

.2
.4

 ©
M

ax
 B

oi
so

t 



An Options Perspective on the An Options Perspective on the 
SLCSLC
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Adapted from Kogut and Kulatilaka,
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Exploratory and Exploitative Learning Exploratory and Exploitative Learning 
in the SLCin the SLC
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The Bureaucratic Bias in the SLCThe Bureaucratic Bias in the SLC
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The Managerial ZoneThe Managerial Zone

The Entrepreneurial ZoneThe Entrepreneurial Zone



A Learning Journey in the SLCA Learning Journey in the SLC
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A Learning JourneyA Learning Journey



Key TakeawaysKey Takeaways
Today, governments need more than just Today, governments need more than just 
bureaucracybureaucracy
They must manage uncertainty as well as They must manage uncertainty as well as 
riskrisk
Uncertainty is a bearer of opportunities as Uncertainty is a bearer of opportunities as 
well as threatswell as threats
Managing uncertainty calls for Managing uncertainty calls for 
entrepreneurshipentrepreneurship –– for exploratory for exploratory 
learning as well as exploitative learninglearning as well as exploitative learning
But entrepreneurship needs But entrepreneurship needs 
entrepreneurial rewardsentrepreneurial rewards



Scope 1Scope 1

The Scope of Government?The Scope of Government?
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Scope 2 Scope 2 



Thank YouThank You


