UNIVERSITY OF CALIFORNIA.
Department of Economics Course Outline
School of Business Administration Fall, 1988

Econ 224 - The Economics of Institutijons
Oliver Williamson

Texts:

Arrow, K. J. (1974). The Limits of Organization. New York: -W. W. Norton
(paper)

Coase, R. H. (1988). The Firm, the Market, and the Law. Chicago: University of
Chicago Press.

Williamson, O.E. (1985). The Economic Institutions of Capitalism. New York:
The Free Press (paper).

I. Background

Hayek, F. (1945). "The Use of Knowledge in Society," American Economic
Review, 35 (September): 519-30.

*Tewellyn, Karl N. (1931). "What Price Contract? An Essay in
Perspective," Yale Law Journal, 40 (May): 704-51.

Commons, J. R. (1924). "Law and Economics," Yale Law Journal, 34:
371-82.

Coase (1988): Chapters 1-2.

Simon, H. A. (1957). Administrative Behavior (2nd ed.). New York: The
Macmillan Company, Chapters 6-7. _

Mathews, R. C. 0. (1986). "The Economics of Institutions and the Sources
of Ecgnomic Growth," Economic Journal, 96 (December): 903-18.

IT. Market Failure
Arrow (1974): Chapters 1-2

Arrow, Kenneth J. (1969). "The Organization of Economic Activity: Issues
Pertinent to the Choice of Market Versus Nonmarket Allocation," in The
Analysis and Evaluation of Public Expenditure: The PPB System. Vol. 1.
U.S. Joint Economic Committee, 91st Congress, 1st Session. Washington,
D.C.: U.S. Government Printing Office, 59-73.

Coase (1988): Chapters 5-6.

*Optional



III.

IvV.

Akerlof, George A. (1970). "The Market for ’Lemons’: Qualitative
Uncertainty and the Market Mechanism," Quarterly Journal of Economics, 84
(August): 488-500.

Property Rights Responses

*Alchian, A. A. (1961). Some Economics of Property. RAND D-2316.
Santa Monica, CA: RAND Corporation.

Demsetz, H. (1967). "Toward a Theory of Property Rights," American
Economic Review, 57 (May): 347-59.

Coase, Ronald H. (1959). "The Federal Communications Commission," The
Journal of lLaw and Economics, 2 (October): 1-40.

Contract Law

Macaulay, S. (1963). "Non-Contractual Relations in Business," American
Sociological Review, 28: 55-70.

Macneil, I. R. (1974). "The Many Futures of Contracts," Southern
California Law Review, 47 (May): 691-816.

*Galanter, Marc (1981). "Justice in Many Rooms: Courts, Private
Ordering, and Indigenous Law," Journal of Legal Pluralism, 19: 1-47.

Organizational Responses
Coase (1988): Chapter 3

Arrow, Kenneth J. (1963). "Uncertainty and the Welfare Economics of
Medical Care," American Economic Review, 53 (December): 941-73.

Alchian, A. A., and H. Demsetz (1972). "Production Information Costs, and
Economic Organization," American Economic Review, 62 (December): 777-95.

Chandler, A. D., Jr. (1962). Strategy and Structure. Cambridge, MA: MIT
Press, pp. 1-62. Subsequently published in New York: Doubleday & Co.,
1966.

*Hirschman, Albert 0. (1970). Exit, Voice and Loyalty. Cambridge, MA:
Harvard University Press.

Simon, Herbert A. (1962). "The Architecture of Complexity," Proceedings

of the American Philosophical Society, 106 (December): 467-82.

Simon, Herbert A. (1978). "Rationality as Process and as Product of
Thought," American Fconomic Review, 68 (May): 1-16.

Williamson (1985): Preface and Chapters 1-3.




VI.

Jensen, Michael, and William Meckling (1976). "Theory of the Firm:
Managerial Behavior, Agency Costs, and Capital Structure," Journal of
Financial Economics, 3 (October): 305-60.

Klein, Benjamin, R. A. Crawford, and A. A. Alchian (1978). "Vertical
Integration, Appropriable Rents, and the Competitive Contracting Process,"
Journal of Law and Economics, 21 (October): 297-326.

*Alchian, A. A. (1984). "Specificity, Specialization, and Coalitions,"
Journal of Economic Theory and Institutions, 140 (March): 34-49.

Alchian, A. A. and S. Woodward (1987). "Reflections on the Theory of the
Firm," Journal of Institutional and Theoretical Economics, 143 (March):
110-37.

*Holmstrom, B. and J. Tirole (1987). "The Theory of the Firm,"
unpublished manuscript.

Applications
1. Vertical Integration
Grossman, S., and 0. Hart (1986). "The Costs and Benefits of

Ownership: A Theory of Vertical and Lateral Integration," Journal of
Political Economy, 94 (August): 691-719.

Williamson (1985): Chapters 4-6.

Williamson, 0. E. (1988). "The Logic of Economic Organization,"
Journal of law, Economics, and Organization, 3 (Spring).

Riordan, M. and 0. Williamson (1985). "Asset Specificity and Economic
Organization,” International Journal of Industrial Organization, 3:
365-78.

Riordan, M. (1988). "What Is Vertical Integration," unpublished
manuscript.

Joskow, P. (1988). "Asset Specificity and the Structure of Vertical
Relationships: Empirical Evidence," Journal of lLaw, Economics, and
Organization, 3 (Spring).

2. Complex Contracting

Klein, B. (1980). "Transaction Cost Determinants of ’‘Unfair’
Contractual Arrangements," American Economic Review, 70 (May):
356-62.

*Klein, B. and K. B. Leffler (1981). "The Role of Market Forces in
Assuring Contractual Performance," Journal of Political Economy, 89
(August): 615-41.

Williamson (1985): Chapters 7-8.




*Rey, P. and J. Tirole (1986). "The Logic of Vertical Restraints,"
American Economic Review, 76 (September): 921-39.

Aghion, P. and P. Bolton (1987). "Contracts as a Barrier to Entry,"
American Economic Review, 77 (June): 388-402.

Levinthal, Daniel (1988). "A Survey of Agency Models of
Organizations", Journal of Economic Behavior and Organization, 9
(March): 153-86.

*Arrow, K. J. (1985). "The Economics of Agency," in J. W.
Pratt and R. J. Zeckhauser, eds., Principals and Agents,
Boston: Harvard Business School Press, 37-51.

3. Finance

Fama, E. F. (1980). "Agency Problems and the Theory of the Firm,"
Journal of Political Economy, 88 (April): 288-307. :

Fama, E. F. and M. C. Jensen (1983). "Sepafation of Ownership and
Control," Journal of Law and Economics, 26 (June): 301-26.

Morck, R., A. Shleifer, and R. W. Vishny (1988). "Alternative
Mechanisms for Corporate Control," CRSP W. P. #228.

Williamson, 0. E. (1988). "Corporate Finance and Corporate
Governance," Journal of Finance, (July).

*Berglof, E. (1988). "Capital Structure as a Mechanism of Control--A
Comparison of Financial Systems," unpublished manuscript.

4. Business Strategy
Heide, J. B. and G. John (1988). "The Role of Dependence Balancing in

Safeguarding Transaction-Specific Assets in Conventional Channels,”
Journal of Marketing, 52 (January): 20-35.

Teece, D. (1986). "Profiting from Technological Innovation," Research
Policy, 15 (December): 285-305.

VII. Public Policy
1. Regulation of Public Utilities

Demsetz, H. (1968b). "Why Regulate Utilities?" Journal of Law and
Economics, 11 (April): 55-66.

Williamson (1985): Chapter 13
2. Politics of Regulation

Stigler, G. J. (1971). "The Theory of Economic Regulation," Bell
Journal of Economics and Management Science, 2 (Spring): 3-21.




Peltzman, S. (1976). "Toward a More General Theory of Regulation,"
Journal of law and Economics, 19: 211-40.

*Moe, T. M. (1987). "Interests, Institutions, and Positive Theory:
The Politics of the NLRB," in Studies in American Political
Development. New Haven: Yale University Press, 236-99.

Williamson, 0. E. (1981). "Saccharin: An Economist’s View," in
R. Crandall and L. Lave, The Scientific Basis of Health and Safety
Requlation. Washington, DC: Brookings, 131-51.

VIII. Path Dependency

David, Paul (1985). "Clio and the Economics of QWERTY", American
Economic Review. 75 (May): 332-37.

* and Julie Ann Bunn (1987). "The Economics of Gateway
Technologies and Network Evolution: Lessons from Electricity
Supply History", unpublished manuscripts, November.

Arthur, W. Brian (1985). "Competing Technologies and Lock-in by
Historical Small Events: The Dynamics of Allocation Under
Increasing Returns" CEPR Publication No. 43 (December).

*Dosi, Giovanni (1988). "Sources, Procedures and Microeconomic Effects of
Innovation," Journal of Economic Literature.




