The broad objective of this project is to investigate the ways in which legal structures support or impede innovative entrepreneurial activity.  For example, how does contract law impact the activity of an entrepreneur?  Is the reliance or non-reliance on contracts conducive to the establishment and structuring of innovative business activities?  Traditionally contract law has been addressed in its complementary role in innovation by enabling the transfer of ownership or use rights over intellectual property.  Recently, we have come to appreciate innovation as a product of exchange, accumulation, and clash of ideas, which by definition implies a cooperative activity among multiple actors.  Hence, innovation is rooted in the networks of relationships that bring diverse individuals together.  Network relationships build trust, and reduce uncertainty and costs of formally structuring the relationship, but they also provide access to informational capital, know-how, and resources that can be critical for a successful innovation process. The empirical evidence on the relative importance of contractual and non-contractual governance of exchange relationships that fuel innovation is scant.  At the same time, the need to examine this question has grown due to the changing nature of innovation and the increased role that inter-organizational and inter-personal networks have come to play as the nuclei of innovative activities.  This study will examine the potential linkages between the relative degree of contractual and non-contractual relations and the businesses’ success in innovation.  The goal is to investigate empirically whether innovative and non-innovative businesses rely on contractual or non-contractual relationships to a different extent and to understand the causes and implications of these differences.  
From the National Establishment Time-Series Database, the research team has identified a select number of firms in the Los Angeles and San Francisco metro areas whose high-level executives are asked to participate in semi-structured interviews.  The goal of the interviews is to identify the types of exchange relationships that businesses find important for their innovative efforts and to examine the structures governing those relationships.  In the process, the team will generate a definition of innovation that goes beyond invention, and considers important contributions from process, product, market, and organization innovation.  The new conceptualization of innovation processes and outcomes requires a re-evaluation of the appropriate measures of innovation, which the current study will contribute.  Ultimately, the study will generate hypotheses about the impact of legal and non-legal structures on innovation that we can test empirically in a broader, follow-up study that will target a larger random sample of California’s businesses.
