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Course Description 

This course aims to (1) deepen your understanding of business organizations, (2) 
provide you with additional tools for analyzing and managing business and policy 
problems, (3) suggest research projects to which you can productively relate, and (4) 
engage your curiosity about the real world. It emphasizes positive analysis of real 
cases, managerial applications and the methodological difficulties faced by the 
scientific inquiry in this field. Class participation is welcome and expected.   

 

1. Human nature and Organizational Analysis: Rationality and Cooperation 
1. Cosmides and Tooby (2003). 
2. Pinker, 1997, 2002.    
3. Ridley, 1996.  
4. Gigerenzer, Todd, and the ABC Research Group (1999). 
5. BSZ, 2007, Ch. 2, pp. 14-54 or (better) Jensen & Meckling, 1994.  
6. Nicholson (2000). 
7. Williamson, 1985, Ch. 2, pp. 43-67 
8. Frank, 2007, Chs. 7 & 8. 
9. Fehr and Falk (2002). 

2. Incentives.  
1. Fama & Jensen, 1983a.  
2. Alchian & Demsetz, 1972. 
3. BSZ, 2007, Chs. 11 & 13, pp. 304-325 & 356-380. 
4. M&R, Ch. 7. 
5. Baker et al., 1988. 
6. Rubin, Ch. 3, pp. 47-69. 
7. Lazear, 1991.  
8. Gibbons, 1998. 
9. Ichniowski and Shaw (2003). 
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3. Organizational structure and divisionalization 
1. Jensen & Meckling (1998) 
2. Rubin, Chs. 6 & 7, pp. 117-144 
3. BSZ, 2007, Chs. 11-13 & 17, pp. 304-380 & 477-508 
4. Waldman (2003). 
5. Dnes, 1996. 

4. Specialization and Exchange: Markets and Politics 
1. Coase, 1937.  
2. Jensen and Meckling, 1976. 
3. Jensen, 1983.  
4. Holmstrom and Roberts, 1998.  
5. Hayek,  1945 and 1989.  

5. The Institutional Support of Business Activity 
1. Arruñada (2001). 
2. BSZ, 2007, Ch. 3, pp. 55-95 and Ch. 10, pp. 280-303.  
3. Williamson, Ch. 1, pp. 15-42. 
4. North, 1991. 
5. Arruñada (2000a); Arruñada, Garicano and Vázquez (2001). 
6. Frey (1988).   

6. Vertical integration 
1. Carlton and Perloff (1994). 
2. Perry (1989: 183-255, sp. 185-190 & 212-229) 

7. Contracting capital 
1. Rubin, Chs. 4 & 5, pp. 71-114. 
2. Fama & Jensen, 1983b. 
3. Jensen & Meckling, 1979. 
4. Easterbrook & Fischel, 1991, Ch. 9, pp. 228-252. 

8. Quality assurance 
1. Rubin, Ch. 8, pp. 145-161.  
2. Akerlof, 1970, sp. section 4 & 5.  
3. Carlton & Perloff, 1994, Chs. 14-15 in 1994 ed. (17-18 in 1990 ed.).   
4. Klein & Leffler, 1981.   
5. Tirole, 1988, 2.1, 2.2 (except 2.2.1.1.) and 2.3 and, sp., 2.3.2 and 2.6.   
6. Arruñada (2000b).  
7. Kenney  & Klein, 1983.  
8. Shapiro, 1983.   
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9. Firms and society  
1. Introduction: Rubin (1990: 3-22).  
2. Klein et al. (1978) 
3. Holmstrom and Tirole (1989: sp. 64-73) or Grossman & Hart (1986). Compare 

to Klein et al. 1978. 
4. Williamson, Chs. 4-6, skim pp. 85-162, focusing on comments to Grossman & 

Hart 1986 paper. 
5. González, Arruñada and Fernández (1998, 2000).  
6. Peltzman, 1989, and comments and discussion (pp. 42-59)  
7. Hirshleifer, 1994. 

Practice sessions 

Keep in mind that the purpose of most exercises is to apply the analytical framework of 
each topic, not to ‘solve’ the problem or go into a general discussion of the issues 
involved. 

General References 
1. BRICKLEY, J. A., C.W. SMITH, Jr., and J.L. ZIMMERMAN, Managerial Economics 

and Organizational Architecture, 4th ed., McGraw-Hill, Boston, 2007.  (BSZ, 2007) 
2. RUBIN, P. H., Managing Business Transactions: Controlling the Cost of Coordinating, 

Communicating, and Decision Making, The Free Press, New York, 1990.  
3. WILLIAMSON, O. E., The Economic Institutions of Capitalism: Firms, Markets, 

Relational Contracting, The Free Press, New York, 1985.  

Specific References 
1. AKERLOF, G. A., “The Market for ‘Lemons’: Quality Uncertainty and the Market 

Mechanism”, Quarterly Journal of Economics, Vol. 84, 1970, pp. 488-500.  
(Reproduced in Barney and Ouchi, 1986).   

2. AKERLOF, G. A., and W. T. DICKENS, “ The Economic Consequences of Cognitive 
Dissonance”, American Economic Review, Vol. 72, 1982.  Reproduced in G. A. Akerlof, 
An Economic Theorist’s Book of Tales, Cambridge University Press, 1990, pp. 123-143. 

3. ALCHIAN, A. A., “Uncertainty, Evolution, and Economic Theory”, Journal of Political 
Economy, Vol. 58, no. 3, June, 1950, pp. 211-221.   

4. ALCHIAN, A. A., “Uncertainty, Evolution, and Economic Theory”, Journal of Political 
Economy, Vol. 58, no. 3, June, 1950, pp. 211-221.  (Reproduced in Barney and Ouchi, 
1986).   

5. ALCHIAN, A. A., and H. DEMSETZ, “Production, Information Costs, and Economic 
Organization”, American Economic Review, Vol. 62, no. 5, December, 1972, pp. 777-
795.  (Reproduced in Barney and Ouchi, 1986).   

6. ARRUÑADA, B. (2007), “Pitfalls to Avoid when Measuring the Institutional 
Environment: Is ‘Doing Business’ Damaging Business?,” Journal of Comparative 
Economics, 35(4), 729-47. 

7. ARRUÑADA, B. (2010), “Institutional Support of the Firm: A Theory of Business 
Registries,” The Journal of Legal Analysis, 2(2), 525-76. 
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8. ARRUÑADA, B. (2010), “Protestants and Catholics: Similar Work Ethic, Different 
Social Ethic,” The Economic Journal, 120 (547), 890-918. 

9. ARRUÑADA, B. and X. Henrique VÁZQUEZ (2006), “When Your Contract 
Manufacturer Becomes Your Competitor,” Harvard Business Review, 84(9), 135-45. 

10. ARRUÑADA, B., “Audit Quality: Attributes, Private Safeguards and the Role of 
Regulation”, The European Accounting Review, 9(2), 2000b, 205-24. 

11. ARRUÑADA, B., “Property Enforcement as Organized Consent,” Journal of Law, 
Economics, and Organization, Vol. 19, no. 2, 2003, pp. 401-44. 

12. ARRUÑADA, B., “The Quasi-Judicial Role of Large Retailers: An Efficiency 
Hypothesis of their Relation with Suppliers”, Revue d’Economie Industrielle, no. 92, 2nd 
and  3rd trimesters, 2000a, 277-296. 

13. ARRUÑADA, B., and N. GAROUPA (2005), “The Choice of Titling System in Land,” 
Journal of Law and Economics, 48(2), 709-27. 

14. ARRUÑADA, B., L. GARICANO and L. VÁZQUEZ, “Contractual Allocation of 
Decision Rights and Incentives: The Case of Automobile Distribution”, Journal of Law, 
Economics, and Organization, vol. 17, no. 1, spring, 2001, 256-283.  

15. ARRUÑADA, B., L. VÁZQUEZ, and G. ZANARONE (2009), “Institutional Constraints 
on Organizations: The Case of Spanish Car Dealerships,” Managerial and Decision 
Economics, 30(1), 15-26. 

16. ARRUÑADA, B., M. GONZÁLEZ-DÍAZ, and A. FERNÁNDEZ (2004), “Determinants 
of Organizational Form: Transaction Costs and Institutions in the European Trucking 
Industry,” Industrial and Corporate Change, 13(6), 867-82. 

17. BAKER, P. G., M. C. JENSEN and K. J. MURPHY, “Compensation and Incentives: 
Practice vs. Theory”, Journal of Finance, Vol. 43, no. 3, July, 1988, pp. 593-616. 

18. BAKER, G. P., and T. HUBBARD (2003a), ‘Make Versus Buy in Trucking: Asset 
Ownership, Job Design and Information’, American Economic Review, Vol. 93, no. 3, 
551-572.  

19. BARNEY, J. B., and W. G. OUCHI, Organizational Economics, Jossey-Bass, San 
Francisco, 1986, pp. 72-98 on TCE.  

20. CARLTON, D. W., and J.W. PERLOFF, Modern Industrial Organization, (2nd. ed.), 
Harper Collins, New York, 1994, Chs. 14-15 (17-18 in 1990 ed.).   

21. CASADESUS-MASANELL, R., y D. F. SPULBER (2000), “The Fable of Fisher Body”, 
The Journal of Law and Economics, Vol. 43, no. 1, pp. 66-104.  

22. CHEUNG, S. N. S., “The Fable of the Bees: an Economic Investigation”, Journal of Law 
and Economics, vol. 16, núm. 1, april, 1973, pp. 11-33. 

23. COASE, R. H. (2000), “The Acquisition of Fisher Body by General Motors”, The 
Journal of Law and Economics, Vol. 43, no. 1, pp. 1-14.  

24. COASE, R. H., “Industrial Organization: A Proposal for Research”, in V. R. Fuchs (ed.), 
Policy Issues and Research Opportunities in Industrial Organization, NBER, 
Cambridge, 1972, 59-73. 

25. COASE, R. H., “The Institutional Structure of Production”, American Economic Review, 
September, 1992, 713-9. 

26. COASE, R. H., “The Lighthouse in Economics”, Journal of Law and Economics, Vol. 
17, no. 2, 1974, pp. 357-376. 

27. COASE, R. H., “The Nature of the Firm”, Economica, n. s., Vol. 4, November, 1937, pp. 
386-405.  (Reproduced in Barney and Ouchi, 1986).   

28. COOTER R. D., and T. ULEN, Law and Economics, Harper Collins, New York, 1988.  
Excerpt on “Modern product liability ...”.   
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29. COSMIDES, Leda, and John TOOBY (2003), “Evolutionary Psychology: A Primer,” 
Center for Evolutionary Psychology, University of California, Santa Barbara, 
http://www.psych.ucsb.edu/research/cep/primer.html. 

30. DNES, A.W., “The Economic Analysis of Franchise Contracts”, Journal of Institutional 
and Theoretical Economics , Vol. 152, 1996, pp. 297-324.  

31. EASTERBROOK, F. H., and D. R. FISCHEL, The Economic Structure of Corporate 
Law, Harvard University Press, Cambridge, MA, 1991. 

32. ELLICKSON, R., Order without Law: How Neighbors Settle Disputes, Harvard 
University Press, Cambridge, MA, 1991, pp. vii-ix, 167-183, 230-239; 242-249, 280-
286.   

33. FAMA, E. F., and M. C. JENSEN, “Agency Problems and Residual Claims”, Journal of 
Law and Economics, Vol. 26, June, 1983b, pp. 327-349.   

34. FAMA, E. F., and M. C. JENSEN, “Organizational Forms and Investment Decisions”, 
Journal of Financial Economics, Vol. 14, 1985, pp. 101-119.    

35. FAMA, E. F., and M. C. JENSEN, “Separation of Ownership and Control”, Journal of 
Law and Economics, Vol. 26, June, 1983a, pp. 301-325.  (Reproduced in Barney and 
Ouchi, 1986).   

36. FEHR, E., and A. FALK (2002), “Psychological Foundations of Incentives,” European 
Economic Review, 46 (4-5), pp. 687-724. 

37. FRANK, R. H., “If Homo Economicus Could Choose His Own Utility Function, Would 
He Want One with a Conscience?”, The American Economic Review, Vol. 77, no. 4, 
September, 1987, pp. 593-604.  (Supplementary reading).   

38. FRANK, R. H. (1988), Passions within Reason, Norton, New York.  
39. FRANK, R. H., Microeconomics and Behavior, 6th ed., McGraw Hill, New York, 2007.  

Chs. 7 and 8 on “Beyond Self-Interest” and “Cognitive Limitations and Consumer 
Behavior”.   

40. FRANK, R. H., T. GILOVICH, and D. T. REGAN, “Do Economists Make Bad 
Citizens?”, Journal of Economic Perspectives, Vol. 10, no. 1, Winter, 1996, pp. 187-1A. 
9b   (Skim. Supplementary reading). 

41. FRANK, R. H., T. GILOVICH, and D. T. REGAN, “Does Studying Economics Inhibit 
Cooperation?”, Journal of Economic Perspectives, Vol. 7, no. 2, Spring, 1993.  

42. FREY, B. S., “Prisoners and Property Rights”, Journal of Law and Economics, Vol. 31, 
1988, pp. 19-46.  Reproduced in Economics as a Science of Human Behaviour: Towards 
a New Social Science Paradigm, Kluwer, Boston, 1992, pp. 113-136.  

43. FREY, B. S., Economics as a Science of Human Behaviour: Towards a New Social 
Science Paradigm, Kluwer, Boston, 1992, pp. 139-152, and 171-195.  

44. GIBBONS, R. (1998), “Incentives in Organizations,” Journal of Economic Perspectives, 
12(4), 115-132. 

45. GIGERENZER, G., P. M. TODD, and the ABC Research Group (1999), Simple 
Heuristics that Make Us Smart, New York: Oxford University Press. (Précis and papers 
at http://www-abc.mpib-berlin.mpg.de/shtmus/).  

46. GONZÁLEZ, M., B. ARRUÑADA and A. FERNÁNDEZ, “Causes of Subcontracting: 
Evidence from Panel Data on Construction Firms”, Journal of Economic Behavior and 
Organization, 42(2), April 2000, 167-87. 

47. GONZÁLEZ, M., B. ARRUÑADA and A. FERNÁNDEZ, “Regulation as Cause of Firm 
Fragmentation: The Case of the Spanish Construction Industry”, International Review of 
Law and Economics, 18(4), December, 1998, 145-91. 
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48. GROSSMAN, S. J., and O. HART, “The Costs and Benefits of Ownership: A Theory of 
Lateral and Vertical Integration,” Journal of Political  Economy, Vol. 94, no. 4, 1986, 
pp. 691-719. 

49. HAYEK, F. A., “The Use of Knowledge in Society”, The American Economic Review, 
Vol. 35, no. 4, September, 1945, pp. 519-5 

50. HAYEK, F.A., “The Pretence of Knowledge”, American Economic Review, Vol. 79, no. 
6, December, 1989, pp. 3-7.   

51. HIRSHLEIFER, J., “The Dark Side of the Force”, Economic Inquiry, Vol. 32, January, 
1994, pp. 1-10. 

52. HOLMSTROM, B., and J. ROBERTS (1998), “The Boundaries of the Firm Revisited,” 
Journal of Economic Perspectives, 12 (4), pp. 73-94. 

53. HOLMSTROM, B., y J. TIROLE, “The Theory of the Firm”, in R. Schmalensee y R. 
Willig, (eds.), Handbook of Industrial Organization, North Holland, Amsterdam, 1989, 
pp. 61-133. 

54. HUBBARD, T. N. (2000), “The Demand for Monitoring Technologies: The Case of 
Trucking,” Quarterly Journal of Economics, 115 (2), 533-560. 

55. HUBBARD, T. N. (2003), “Information, Decisions, and Productivity: On-Board 
Computers and Capacity Utilization in Trucking Industry,” American Economic Review, 
93 (4), 1328-1353. 

56. ICHNIOWSKI, C., and K. SHAW (2003), “Beyond Incentive Pay: Insiders’ Estimates of 
the Value of Complementary Human Resource Management Practices,” Journal of 
Economic Perspectives, Vol. 17, no. 1, winter 155-180. 

57. JENSEN, M. C., “Organization Theory and Methodology”, Accounting Review, Vol. 50, 
no. 2, April, 1983, pp. 319-339.  

58. JENSEN, M. C., “Self-Interest, Altruism, Incentives, and Agency Theory”, Journal of 
Applied Corporate Finance, Vol. 7, no. 2, Summer, 1994, pp. 40-45. 

59. JENSEN, M. C., and W. H. MECKLING, “Rights and Production Functions: An 
Application to Labor-Managed Firms and Codetermination”, Journal of Business, Vol. 
52, no. 4, October, 1979, pp. 469-506. 

60. JENSEN, M. C., and W. H. MECKLING, “Divisional Performance Measurement,” in M. 
Jensen, Foundations of Organizational Strategy, Harvard Business Press, Cambridge, 
MA, 1998, 345-361.  

61. JENSEN, M. C., and W. H. MECKLING, “The Nature of Man”, Journal of Applied 
Corporate Finance, Vol. 7, no. 2, Summer, 1994, pp. 4-19. 

62. JENSEN, M. C., and W. H. MECKLING, “Theory of Firm: Managerial Behavior, 
Agency Costs and Ownership Structure”, Journal of Financial Economics, Vol. 3, no. 4, 
October, 1976, pp. 305-360.  (Reproduced in Barney and Ouchi, 1986).   

63. JOSKOW, P., “The New Institutional Economics: Alternative Approaches”, Journal of 
Institutional and Theoretical Economics , Vol. 151, no. 1, 1995. 

64. KAY, J., “Economics and Business”, Economic Journal, January, 1991, pp. 57-64. 
65. KENNEY, R., y B. KLEIN, “The Economics of Block Booking”, Journal of Law and 

Economics, Vol. 26, October, 1983, pp. 497-540.  
66. KLEIN, B. (2000), “Fisher-General Motors and the Nature of the Firm”, The Journal of 

Law and Economics, Vol. 43, no. 1, pp. 105-142.  
67. KLEIN, B., and K. LEFFLER, “The Role of Market Forces in Assuring Contractual 

Performance”, Journal of Political Economy,  Vol. 89, August, 1981, pp. 615-641.   
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68. KLEIN, B., R. G. CRAWFORD, and A. A. ALCHIAN, “Vertical Integration, 
Appropriable Rents, and the Competitive Contracting Process”, Journal of Law and 
Economics, Vol. 21, no. 2, October, 1978, pp. 297-326.  (Reproduced in Barney and 
Ouchi, 1986).   

69. LAZEAR, E. P., “Labor Economics and the Psychology of Organizations”, Journal of 
Economic Perspectives, Vol. 5, no. 2, Spring, 1991, pp. 89-110. 

70. NICHOLSON, Nigel (2000), Executive Instinct: Managing the Human Animal in the 
Information Age, Crown Publishers, New York. 

71. NORTH, D. C., “Institutions”, Journal of Economic Perspectives, vol. 5, n. º 1, Winter, 
1991, pp. 97-112.  

72. PELTZMAN, S., “The Economic Theory of Regulation after a Decade of Deregulation”, 
Brookings Papers on Economic Activity, 1989, pp. 1-41. 

73. PINKER, S. (1997), How the Mind Works, Norton, New York.  
74. PINKER, S. (2002), The Blank Slate: The Modern Denial of Human Nature, Viking, 

New York.  
75. POSNER, R. A., “The New Institutional Economics Meets Law and Economics”, 

Journal of Institutional and Theoretical Economics, Vol. 149, no. 1, March, 1993, pp. 
73-87. 

76. RIDLEY, M. (1996), The Origins of Virtue: Human Instincts and the Evolution of 
Cooperation, Penguin, London.  

77. SCHELLING., T. C., “Egonomics, or the Art of Self-Management,” American Economic 
Review, Vol. 68, May, 1978, pp. 290-294.  (Skim. Supplementary reading).   

78. SHAPIRO, C., “Premiums for High Quality Products as Returns to Reputations”, 
Quarterly Journal of Economics, Vol. 98, November, 1983, pp. 659-679.   

79. STIGLER, G. J., “The Economics of Information”, Journal of Political Economy, Vol. 
69, no. 3 , June, 1961, pp. 213-225.  

80. THALER, R., and H. M. SHEFRIN, “An Economic Theory of Self-Control”, Journal of 
Political Economy, Vol. 89, no. 2, April, 1981, pp. 392-406.  

81. TIROLE, J., The Theory of Industrial Organization, MIT Press, Cambridge, MA, 1988, 
pp. 29-33 and 106-126. 

82. WALDMAN, M. (2003), “Durable Goods Theory for Real World Markets,” Journal of 
Economic Perspectives, Vol. 17, no. 1, winter, 131-154.  


