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Replicators: genes, memes, norms, routines
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If the state refrains from governing, the biggest players will govern according 
to their own goals. There is no such thing as a free market, meaning a market 
without rules. 
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Network externalities: 

North(1990:7) “The resultant path of institutional change is shaped by (1) the 
lock-in that comes from the symbiotic relationship between institutions and 
organisations that have evolved as consequence of the incentive structure 
provided by those institutions. And (2) the feedback process by which human 
beings perceive and react to changes in the opportunity set.

The increasing returns characteristics of an institutional matrix that produces 
lock-in come from the dependence of the resultant organisations on that 
institutional framework and the consequent  network externalities that arise.” 

The mutual dependence of organisations and institutions produces an 
institutional matrix or organisational network with increasing returns to scale 
and network externalities. Profitability of some or most organisations will 
depend on particular characteristics of the institutional matrix. If entrepreneurs 
in business or politics perceive that they could do better with different 
institutional rules, they will devote time and resources to alter the institutional 
framework and thus contribute incrementally to institutional change. 

The process of perception is crucial. Actors have incomplete information and 
interpret it by means of mental constructs that may deviate more or less from 
how the true world works. The result often is persistently inefficient paths. 

Transaction costs in political and economic markets make for inefficient 
property rights. The imperfect subjective models used by players in attempt to 
understand the problems they confront can lead to persistence of inefficiency. 
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Source: Sieber, Sam D. 1981 "Fatal Remedies. The Ironies of social 
Intervention", New York, Plenum Press
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