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Abstract
In this paper we argue that the most important task for socioeconomic research on the knowledge economy is to combine criticism of how society is organised with constructive ideas for reform of its institutions. Standard economics tends to reach false conclusions regarding what institutional forms that promotes wealth and well-being because of its narrow focus upon allocation and rational choice and its neglect of innovation and interactive learning. Starting from the example of product innovation we demonstrate that the economy cannot be seen as a sub-system separated from society and nature. We argue that future research should aim at a critical and constructive understanding of institutions that determine the dynamics in relation to increased specialisation, innovation, (multi-dimensional) diversity and interaction among diverse (discrepant or distant) agents. We propose that these institutions will be unique for different systems and forward the hypothesis that the innovation systems that perform well are those where barriers between diverse (discrepant in specific dimensions) agents are low.    
