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Course Scope and Mission 

The course emphasizes both seminal research and recent developments in the application of transaction 
cost economics (TCE) and related institutional economics approaches to strategic management. We will 
explore theoretical analyses and empirical studies that address fundamental questions in strategy research:  
What are the sources of differential firm performance?  Why are firms different? How do industries 
evolve? What are the appropriate boundaries of the firm?  

The overarching objectives of the course are: 

 To deepen your understanding of the economic and institutional foundations of strategy 

 To broaden your exposure to some of the fundamental questions that animate strategy research, with 
an emphasis on key current debates and continuing puzzles;  

 To help you to hone the skills necessary to evaluate, critique, and contribute to research in the field of 
strategic management. 

 

Required Texts 

There is no required text for this course. All articles will be made available through Dropbox.  
 

Course Requirements 

The course grade will be based on class participation, two paper critiques, and a term paper (two progress 
reports, a presentation, and a final paper), with component weighting as follows: 

 

Component Weight 

Participation in Class Discussion 25% 

Critiques 25% 

Term Paper 50% 

 

Participation in Discussion: Each week we will discuss three or four papers.  Prior to each class you must 
read carefully and think about the assigned readings.  The reading assignments are not excessive, and 
expectations of thorough preparation are high: you are expected to actively participate in each class.  You 
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will be judged on the quality of your contribution to our collective effort of evaluating and understanding 
the research.  One or two students will be assigned as discussion leaders for each meeting – more on this 
at the first session. 

Critiques:  Over the course of the semester you should pick two of the empirical papers assigned, break 
down the arguments into its logical components, identify any problems with the design or execution of the 
study, suggest solutions to those problems, and identify opportunities for extensions and/or future 
research. We suggest that for the purposes of this exercise you choose one article from sessions 3-6 and 
one article from sessions 7-10. We will provide further guidance and suggestions during the first weeks of 
class.   

Term Paper and Progress Reports: Ideally, your final paper will be a complete working draft of a theory 
paper or an empirical research paper. If you are unable to collect the necessary data for your empirical 
paper,  at a minimum the paper should pose an interesting (and tractable) research question, effectively 
develop relevant theoretical claims, identify what type of data would be needed to test the claims, and 
where/how such data would be collected.  

Alternatively, for FIRST YEAR STUDENTS ONLY, you may choose a topic and provide a directed survey of 
core readings in that area.  This should be a topic area which is not the primary focus of our in-class 
discussions. Your survey should cover 3-5 papers that you believe have made the most important 
contribution on different questions within your chosen topic area in the last 3-5 years. You should discuss 
what these questions are, what was the state of understanding at the time your chosen paper(s) was 
published, what has been discovered and achieved in the new papers, what are the most salient open 
questions and challenges going forward, and what you see as the most promising avenues for future 
research in the area.   

You will need to begin thinking about your term paper early in the course.  Please don’t hesitate to discuss 
your ideas with us as soon as you are ready to do so. To help in developing your term paper, you will 
submit three progress reports for discussion prior to completing the final paper: 

1. Progress Report 1: Problem Definition (2-3 pages, typed, double-spaced). Describe a strategy and 
economics research problem (or topic area if you plan to do a survey) that interests you. Describe why 
understanding this problem or topic area is relevant to scholars and practitioners in strategic 
management.  Due February 9 (5% of course grade).   

2. Progress Report 2: Literature Search.  Perform a literature search and develop a reading list of articles 
and books that address your research problem.  Format your reading list as a list of references, 
following the format used in any of the major economics or strategy journals on the syllabus. Highlight 
the 3-5 “core readings” that are most closely related to your research topic. Due March 2 (5% of 
course grade).  

3. Presentation: Develop a 15 minute presentation outlining the main elements of your research paper or 
survey.  For research papers the presentation should describe your research problem, theoretical 
approach and model / arguments, and testable predictions. How do the model and its predictions 
contribute to knowledge in this area? If applicable, provide a status report on data availability and 
empirical strategy. For the survey option, the presentation should provide a synthetic summary and 
evaluation of the 3-5 papers that you have chosen as the focus of your survey, highlighting how these 
papers advance understanding of the topic area, and identifying  opportunities for future work (15% of 
course grade) 

4. Final Paper (15-20 pages, typed, double-spaced). Your final paper should be of a quality suitable for 
submission to an academic conference.  Due at end of semester (25% of course grade).
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Class Schedule – Thursday morning, 9-12 

[Joanne will be away for class marked *; Brian will be away for class marked **] 

 

#1 – January 12: Introduction: Economic Institutions of Strategy 

 

#2 – January 19: Theoretical Foundations: Property Rights, Transaction Costs & the Scope of the Firm* -- 
Amir and Misara 

 

#3 – January 26: Empirical Applications I – Vertical Scope – Patrick and Misara 

 

#4 – February 2: Empirical Applications II – Alliances and Contracts – Andy and Bertrand 

 

#5 – February 9: Economizing and Strategizing: The Capabilities Critique – Amir and Leo 

 

#6 – February 16: Economizing and Strategizing: Empirical Tests – Andy and Misara 

 

February 23:  No class - University Reading Week  

 

#7– March 2: Combining Capabilities and Transaction Costs: Horizontal and Geographic Scope – Patrick and 
Bertrand  

 

#8 – March 9: Institutional Environment I: Theoretical Foundations** – Leo and Andy  

 

#9 – March 16: Institutional Environment II: Empirical Evidence - Amir and Patrick 

 

#10 – March 23: Institutional Change, Capability Development, and Industry Evolution – Leo and Bertrand 

 

March 30:  No class – work on your papers! 

 

#11 – April 7: Student presentations of term papers 
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DISCUSSION TOPICS 

NOTE: for each week we will identify three to four key articles that will form the basis of our discussion – 
other references are provided for those who would like to do a deeper dive (or who are looking for interesting 
bedtime reading. Readings for discussion during the first few weeks are marked with an asterisk; subsequent 
selections will be made at least one week in advance)   

1. Introduction: Economic Institutions of Strategy  

*Rumelt, R.P., D. Schendel, & D.J. Teece. 1991. Strategic Management and Economics. Strategic Management 
Journal 12 (Winter): 5-22 (note that this is not the entire article). 

*Silverman, B.S. 2002 .Organizational Economics, in J.A.C. Baum (ed.), Blackwell Companion to Organizations, 
London: Blackwell Press. 

Teece, D.J. 2010 Williamson’s impact on the theory and practice of management. California Management 
Review 52(2): 167-176 

SRI Strategy Reader: Organization Form: Selection and Consequences, Nick Argyres & Rachelle Sampson. 
http://strategyresearchinitiative.wikispaces.com/+Organization+Form+-+Selection+%26+Consequences 

[SRI Strategy Reader – Introduction and High Quality Research in Strategy 

http://strategyresearchinitiative.wikispaces.com/Introduction 

http://strategyresearchinitiative.wikispaces.com/high+quality+research  ] 

2. Theoretical Foundations: Property Rights, Transaction Costs, and the Scope of the Firm  

*Coase, R. 1937. The nature of the firm. Economica N.S., 4: 386-405 

Alchian, A.A. & H. Demsetz 1972. Production, information costs and economic organization. American 
Economic Review 62: 777-795. 

Klein, B., R. Crawford & A. Alchian. 1978. Vertical integration, appropriable rents, and the competitive 
contracting process. Journal of Law and Economics, 21: 297-326. 

*Grossman, S. & O. Hart. 1986. The costs and benefits of ownership: A theory of lateral and vertical 
integration. Journal of Political Economy, 91: 907-928 

*Williamson, O.E. 1991. Comparative economic organization: The analysis of discrete structural alternatives,” 
Administrative Science Quarterly 36(2): 269-296 

*Gibbons, Robert. 2005. Four formal(izable) theories of the firm? Journal of Economic Behavior and 
Organization 58: 202-247 (Sections 1-3). 

Tadelis, S. & O.E. Williamson. 2012. Transaction-cost economics, in R. Gibbons & J. Roberts (eds.), The 
Handbook of Organizational Economics. Princeton, NJ: Princeton University Press. 

3.  Empirical Applications I: Vertical Scope 

*Monteverde, K. & D.J. Teece. 1982. Supplier switching costs and vertical integration in the automobile 
industry. Bell Journal of Economics, 13: 206-213. 

Masten, S., J.W. Meehan & E.A. Snyder. 1991. The costs of organization. Journal of Law, Economics and 
Organization, 7: 1-25. 

http://strategyresearchinitiative.wikispaces.com/+Organization+Form+-+Selection+%26+Consequences
http://strategyresearchinitiative.wikispaces.com/Introduction
http://strategyresearchinitiative.wikispaces.com/high+quality+research
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*Nickerson, J. & B.S. Silverman. 2003. Why firms want to organize efficiently and what keeps them from doing 
so: Inappropriate governance, performance and adaptation in a deregulated industry. Administrative 
Science Quarterly, 48: 433:465 

*Azoulay, P. 2004. Capturing knowledge within and across firm boundaries: Evidence from clinical 
development,” American Economic Review 94(5): 1591-1612 

*Novak, S. & S. Stern. 2008. How does outsourcing affect performance dynamics? Evidence from the 
automobile industry. Management Science 54 (12):1963-1979 

Forbes, S.J. & M. Lederman. 2009. Adaptation and vertical integration in the airline industry,” American 
Economic Review. 

Silverman, B.S. & P. Ingram. 2016. Asset ownership and incentives in early shareholder capitalism: Liverpool 
shipping in the 18th century. Strategic Management Journal, early view 
http://onlinelibrary.wiley.com/doi/10.1002/smj.2525/epdf  

4. Empirical Applications II: Alliances and Inter-Firm Contracts  

Oxley, J. 1997. Appropriability hazards and governance in alliances: A transaction cost approach. Journal of 
Law, Economics and Organization, 13: 387-409. 

Oxley, J.E. & R. C. Sampson. 2004. The scope and governance of international R&D alliances. Strategic 
Management Journal 25: 723–749 

Corts, K. & J. Singh. 2004. The effect of repeated interaction on contract choice: Evidence from offshore 
drilling. Journal of Law, Economics and Organization, 20(1): 230-260. 

Mayer, K. and N. Argyres. 2004. Learning to contract: Evidence from the personal computer industry. 
Organization Science, 5: 394-410. 

Sampson, R. 2004. The cost of misaligned governance in R&D alliances. Journal of Law, Economics and 
Organization, 20: 484-526 

Robinson, D.T. & T. Stuart. 2007. Network effects in the governance of biotech strategic alliances. Journal of 
Law, Economics, and Organization 23(1). 

Ryall, M. & Sampson, R. 2009. Formal contracts in the presence of relational enforcement mechanisms: 
Evidence from technology development projects. Management Science, 55(6):906-25. 

Ahmadjian, C. & J.E. Oxley. 2013. Vertical relationships, hostages, and supplier performance: Evidence from 
the Japanese automotive industry,” Journal of Law, Economics and Organization 29 (3): 485-512 

5. Economizing and Strategizing:  The Capabilities Critique 

Penrose, E.  1959. Theory of the Growth of the Firm. Chapters 1, 2, 5. 

Wernerfelt, B. 1984. A resource-based view of the firm.  Strategic Management Journal: 171-180. 

Barney, J. B. 1991. Firm resources and sustained competitive advantage. Journal of Management 17: 99-120. 

Priem, R. and J. Butler 2001. Is the resource-based `view' a useful perspective for strategic management 
research?" Academy of Management Review 26: 22-40 

Barney, J. B. 2001. Is the resource-based "view" a useful perspective for strategic management research? Yes. 
Academy of Management Review, 26: 41-56.  

http://onlinelibrary.wiley.com/doi/10.1002/smj.2525/epdf
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6. Economizing and Strategizing: Empirical Tests 

Newbert.  2007. Empirical research on the resource-based view of the firm: An assessment and suggestions 
for future research. Strategic Management Journal. 

Poppo, L. & T. Zenger. 1998. Testing alternative theories of the firm: Transaction cost, knowledge-based 
and measurement explanations for make-or-buy decisions in information services. Strategic Management 
Journal 19: 853-877 

Macher, J.T. 2006. Technological development and the boundaries of the firm: A knowledge-based 
examination in semiconductor manufacturing. Management Science 52(6): 826-843 

Oxley, J.E. & T. Wada. 2009. Alliance structure and the scope of knowledge transfer: Evidence from U.S.-
Japan agreements. Management Science 55 (4): 635–649 

7. Combining Capabilities and Transaction Costs: Horizontal and Geographic Scope of the Firm 

SRI Reader: Diversitification, B. Villalonga - http://strategyresearchinitiative.wikispaces.com/Diversification  

Teece, D.J.  1982. Towards an economic theory of the multiproduct firm. Journal of Economic Behavior and 
Organization 3: 39-63. 

Rumelt, R.P. 1982. Diversification strategy and profitability. Strategic Management Journal , 3:359-369. 

Silverman, B.S. 1999. Technological resources and the direction of corporate diversification: Toward an 
integration of the resource-based view and transaction cost economics. Management Science 45:1109-
1124 

Alcacer, J. 2006. Location choices across the value chain: How activity and capability influence collocation. 
Management Science 52 (10):1457–1471. 

Rawley, E. & T. Simcoe. 2010. Diversification, Diseconomies of Scope, and Vertical Contracting: Evidence from 
the Taxicab Industry. Management Science 55(9): 1534-1550. 

Rawley, E. & G. Natividad. 2015. Interdependence and Performance: A Natural Experiment in Firm Scope. 
Strategy Science 1(1): 12-31. 

8. Institutional Environment I: Theoretical perspectives 

Demsetz, H. 1967. Toward a theory of property rights. American Economic Review, 57:347-359. 

North, D.C. 1990. Institutions, Institutional Change, and Economic Performance, Cambridge: Cambridge 
University Press, two chapters TBA. 

Weingast, B. 1993. Constitutions as governance structures. Journal of Institutional and Theoretical Economics 
149:286-311. 

Henisz, W. & O.E. Williamson. 1999. Comparative economic organization -- within and between countries, 
Business and Politics, 1 (3): 261-276 

Greif, A.  2005. Commitment, coercion and markets: The nature and dynamics of institutions supporting 
exchange, in the Handbook of New Institutional Economics, C. Ménard & M. M. Shirley (eds.): 727-88. 

9. Institutional Environment II: Empirical evidence  

Greif, A.  1991. The organization of long-distance trade: Reputations and coalitions in the Genizi Documents 
and Genoa during the eleventh and twelfth century.  Journal of Economic History, 51:459-462. 

http://strategyresearchinitiative.wikispaces.com/Diversification
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Oxley, J.E. 1999. Institutional environment and the mechanisms of governance: The impact of intellectual 
property protection on the structure of inter-firm alliances. Journal of Economic Behavior and 
Organization, 38(3): 283-309. 

Henisz, W. J. 2000. The institutional environment for multinational investment. Journal of Law, Economics and 
Organization, 16(2): 334-64).   

Delios, A. & W. Henisz. 2000. Japanese firms’ investment strategies in emerging economies. Academy of 
Management Journal, 43 (3), pp. 305-323 

Khanna, T. & Rivkin, J. 2001. Estimating the performance effects of business groups in emerging markets. 
Strategic Management Journal, 22(1): 45-74. 

Foley, C.F.,  L. Branstetter & R. Fisman. 2006. Do Stronger Intellectual Property Rights Increase International 
Technology Transfer? Empirical Evidence from U.S. Firm-Level Panel Data. Quarterly Journal of Economics 
121, (1): 321-349 

Zhao, M. 2006. Conducting R&D in Countries with Weak Intellectual Property Protection. Management 
Science 52(8): 1185-1199. 

10. Institutional Change, Capability Development and Industrial Evolution   

SRI Strategy Reader: Industry Evolution, B.S. Silverman - 
http://strategyresearchinitiative.wikispaces.com/Industry+Evolution  

Tripsas, M. 1997. Unraveling the Process of Creative Destruction: Complementary Assets and Incumbent 
Survival in the Typesetter Industry. Strategic Management Journal 18: 119-142. 

Klepper, S. & K. Simons.  2000. Dominance by birthright: Entry of prior radio producers and competitive 
ramifications in the U.S. Television Receiver Industry. Strategic Management Journal. 

Argyres, N. & L. Bigelow. 2007. Does transaction misalignment matter for firm survival at all stages of the 
industry life cycle? Management Science 53: 1332-1345. 

de Figueiredo, J.M. & B.S. Silverman. 2007. Churn baby churn: Strategic dynamics among dominant and fringe 
firms in a segmented industry. Management Science 53: 632-650. 

Klepper, S. 2007. Disagreements, spinoffs, and the evolution of Detroit as the Capital of the U.S. automobile 
industry. Management Science 53(4): 616-631. 

de Figueiredo, J.M. & B.S. Silverman. 2012. Firm survival and industry evolution in vertically related 
populations. Management Science 58(9): 1632-1650 

11. Student presentations 

http://strategyresearchinitiative.wikispaces.com/Industry+Evolution

