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Titolo:
  Contesting Evidence Symposium: Pragmatic Methodology: A Sketch, with Applications to
Transaction Cost Economics.
Sta in:
  Journal of Economic Methodology. Vol. 16 (2). p 145-57. June 2009.
Abstract
  I address the topic of pragmatic methodology as a practitioner in applied microeconomics who
has been working in the still nascent field of the 'economics of organization'. My purpose is
both to make explicit the methodology out of which transaction cost economics works and to
suggest that other theories of economic organization do the same. Conceivably convergence
will develop in the process, maybe even a consensus. At a minimum, it will be useful to have
each implicit methodology made explicit. I begin with some contrasting views on methodology.
Section 2 sets out the rudiments of pragmatic methodology. Section 3 examines how
transaction cost economics responds to the four precepts of pragmatic methodology. Additional
methodological considerations that are posed by transaction cost economics are discussed in
section 4. Concluding remarks follow.
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Volume 3.. Ricketts, Martin, ed., Elgar Reference Collection. International Library of Critical
Writings in Economics, vol. 214. Cheltenham, U.K. and Northampton, Mass.: Elgar. p 3-31.
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  Peak-Load Pricing and Optimal Capacity under Indivisibility Constraints.
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  Revisiting Legal Realism: The Law, Economics, and Organization Perspective.
Sta in:
  Industrial and Corporate Change. Vol. 5 (2). p 383-420. 1996.
Abstract
  Although American Legal realism fell on hard times, the objections of the Realists with legal
formalism had substance earlier in the century and have substance today. As developed in this
paper, there are many parallels between Legal Realism and older style institutional economics.
Both failed for lack of operationalization. The New Institutional Economics works out of a law,
economics, and organizations perspective and takes operationalization much more seriously.
This same approach could be applied to the concerns of Legal Realism, bringing added value in
the process.
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R.  Teece, David J., eds., New York and Oxford:  Oxford University Press. p 197-234. 1999.
Update Code
  200904

<14>
.
  0536793
Autori
  Williamson, Oliver E.
Titolo:
  Revisiting Legal Realism: The Law, Economics, and Organization Perspective.
Sta in:
  Coasean economics: Law and economics and the new institutional economics. Medema,
Steven G., ed., Recent Economic Thought Series, vol. 60.  Boston; Dordrecht and London:
Kluwer Academic. p 119-59. 1998.
Update Code
  200904

<15>
.
  1011528
Autori
  Williamson, Oliver E.
Titolo:
  Economies as an Antitrust Defense: The Welfare Tradeoffs.
Sta in:
  Competition Policy International. Vol. 1 (1). p 217-36. Spring 2005.
Abstract
  In this article, Oliver Williamson sets out the case for taking efficiency gains into account
when analyzing allegedly anticompetitive conduct, especially in the case of mergers. The



welfare tradeoff model applies most easily to the case of two firms that merge into a
monopoly. The analysis begins by recognizing that in the case of a demand curve that is
relatively elastic, the efficiency gains from a cost-reducing merger (toward monopoly) could
easily outweigh the incremental deadweight loss from (post-merger) monopoly pricing. Given
the cost of including an efficiency defense in merger litigation, Williamson concedes it might be
desirable to require that the gains cross a threshold of substantiality before being admitted
into court as evidence. Using a very simple model, Williamson has provided the core theoretical
basis used today for taking efficiencies into account in horizontal merger analysis and for
treating vertical and horizontal mergers differently.
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  200901

<16>
.
  1000326
Autori
  Williamson, Oliver E.
Titolo:
  Corporate Boards of Directors: In Principle and in Practice.
Sta in:
  Journal of Law, Economics, and Organization. Vol. 24 (2). p 247-72. October 2008.
Abstract
  Numerous significant past and recent contributions to the literature on the efficacy of
corporate boards of directors notwithstanding, a consensus has yet to develop. Partly this is
due to a failure to agree on the ground rules, to which the use of different lenses through
which to observe and interpret corporate boards is a contributing factor. This article examines
corporate boards through the lens of contract/governance with the object of (1) uncovering the
factors that are responsible for the intrinsic limitations of boards in monitoring and managing
respects and, in consideration of these limitations, (2) advising on the merits of proposed
reforms, to which credibility considerations and the integrity of delegation are relevant. A more
accepting interpretation of practices regarded by many as problematic emerges, but not
without qualifications and express concern for bad actors.
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  0911637
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  Williamson, Oliver E.
Titolo:
  The Economic Analysis of Institutions and Organisations - in General and with Respect to
Country Studies.
Sta in:
  OECD Economics Department, OECD Economics Department Working Papers: 133. 1993.
Abstract
  Institutional questions have become increasingly prominent in the evaluation of nearly every
area of structural policy. The present article shows how formal economic analysis may be
brought to bear on the problem of understanding institutions. It begins by reviewing the recent
history of thought on the economics of organisations. It then outlines the fundamentals of
transactions cost economics, a branch of economic theory which views organisations as a
response to competitive pressures to align different ways of channelling or "governing" a
transaction--these governance forms include market, hybrid or hierarchy--with the
transactions requirements of different economic sectors. The paper then demonstrates the
applicability of this theory, which represents a significant departure from the neo-classical
theory of the firm, in such diverse areas as intermediate product markets, corporate finance
and governance, the modern corporation, regulation and deregulation and the failure of ... Les
aspects institutionnels occupent une place de plus en plus importante dans l'evaluation de
presque tous les domaines de la politique structurelle. Le present article montre comment une
analyse economique en bonne et due forme peut s'appliquer au probleme de la comprehension
des institutions. Apres un passage en revue de l'evolution recente de la pensee en matiere
d'economie des entreprises, sont enonces les principes de l'economie des co-ts de transaction,
branche de la theorie economique qui considere les entreprises comme une reponse aux
pressions concurrentielles visant a adapter differents moyens d'acheminer ou de "gouverner"
une transaction--par exemple, par le marche, des systemes hybrides ou la hierarchie--aux
besoins des differents secteurs de l'economie. L'auteur montre ensuite l'applicabilite de cette
theorie, qui s'ecarte sensiblement de la theorie neo-classique de l'entreprise, dans des
domaines aussi divers que les marches de produits intermediaires, les ...
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Book
  The economics of the business firm: Seven critical commentaries. Cambridge; New York and
Melbourne:  Cambridge University Press 1995.
Full Textof Book Review
  Harold Demsetz is a distinguished applied microeconomist whose work on firm and market
organization spans 35 years and counting. The seven critical commentaries in this book add to
our knowledge and understanding of both firms and markets. Some of the commentaries reach
back to issues raised by Frank Knight and Ronald Coase 60 and more years ago. Some deal
with contemporary issues of economic development and antitrust.

  Commentaries 1, 2, 4, and 6 deal with the concept of the firm and its organization.
Commentary 3 deals with the relation of wealth and enterprise control to economic
development. Profit data and their limitations are the subjects of Commentary 5. Commentary
7 deals with competition and antitrust enforcement.

  Demsetz' discussion of the way in which the relationship between the distribution of wealth
and enterprise control influences economic development is, to my knowledge, the first of its
kind. The basic argument is that the efficacy of corporate control is an inverted U-shaped
function of the inequality of wealth. Too great a concentration of wealth purportedly
undermines the capacity of owners to control managers.

  That is an intriguing and hitherto neglected argument. The microanalytic mechanisms that
are responsible for the U-shaped relation are not, however, developed by Demsetz. Also, the
data on which Demsetz relies refer only to the U.S. And whether there is a policy lesson here--
for the World Bank or others--to seek an "optimum" distribution of wealth is not addressed.
This is nonetheless a provocative commentary and invites follow-on research in conceptual,
empirical, and public policy respects.

  Commentary 6--on management compensation and tournament theory--is a probing critique
of the theory and evidence relating to management compensation. Demsetz argues that the
empirical issues are more subtle than most empirical researchers realize and that the incentive
issues are more complicated than tournament theory contemplates.

  Empirical work on CEO compensation reports that such compensation is not, on average, very
sensitive to firm performance. Demsetz argues that both the complexity of the firm (of which
size is a proxy) and different sources of productivity changes (of which exogenous shocks are



one) need to be taken into account. With reference to the latter, "both high and low fractions
of changes in equity are quite consistent with compensation plans that attempt to reflect
productivity" (p. 112). Also, cultural differences between Germany, Japan, and the U.S. are
relevant and should be factored into compensation comparisons between these (and other)
countries. Again, follow-on research of both empirical and theoretical kinds is suggested.

  I am less persuaded by the four chapters that provide commentary on the theory and practice
of firm and market behavior. Albeit interesting and insightful, a coherent theory of the firm
does not emerge from these efforts. Indeed, although space considerations preclude a
development of my differences and reservations, readers should be alert to the following:

  1. The argument operates at a very high level of abstraction. That comes at a cost, there
being a pressing need to identify and explicate the underlying mechanisms through which
different modes of firm and market governance operate. The ramifications of bureaucracy for
incentive differences between firm and market, for the theory and practice of socialism, and for
purported diseconomies of firm scale go unremarked or are underdeveloped. Also, Demsetz'
argument that "continuity" provides a viable rival argument to transaction costs in explaining
vertical integration does not survive microanalytic scrutiny (see below).

  2. Demsetz joins Coase in listing opportunism as "only one" of a variety of coordination
problems to which vertical integration is a response. Because, however, the study of contract
and organization is economically uninteresting in a world of zero opportunism (where
engineers would suffice), opportunism has pervasive reach and importance.

  3. Demsetz treats "management costs" as something different from transaction costs and
suggests that the transaction cost/management cost tradeoff needs more attention. In fact,
the differences between firm and market in fiat/control/coordination respects has been central
to the transaction cost theory of firm and market organization. Demsetz should be explicit
about which management costs have been neglected and what added ramifications accrue
thereto.

  4. Demsetz suggests that evolutionary psychology can help to understand "rational behavior,"
and he usefully critiques the experimental psychology literature over purported lapses of
rationality. Neither Demsetz nor the experimental literature with which he takes exception
makes provision, however, for the uses of hierarchy and specialization as a response to the
cognitive limits and biases that are ascribed to individuals. Much of complex organization
serves precisely those purposes.

  5. Demsetz takes vigorous exception with "satisficing" as against maximizing and argues that
Simon would be better advised to "take account of the cost of acquiring additional information
(as did Stigler, 1961)" (p. 79). I am also a skeptic of satisficing--mainly because it is
intractable, rather than wrong. (Economists, it could be argued, are analytical satisficers: they
use a maximizing assumption because it is easy to implement.) Also, Herbert Simon's 1955
article "A Behavioral Model of Rational Choice," in the Quarterly Journal of Economics (Feb.
1955, 69, pp. 99-118) deals expressly with the search for information, is described by Simon
as his chief epistle to the economists, and preceded Stigler's important article on information
by six years!

  According to Demsetz, "continuity" is a rival explanation to transaction cost for explaining
vertical integration. Assembly lines purportedly avoid breaks in the continuity of operations:
"the costs of such breaks can run high, and when it does, vertical integration is the better form
of organization. When theories of vertical integration are more fully worked out, I believe then
an important source will be found in vertical integration's ability to reduce costs in ways having
little to do with opportunism or transactions but much to do with the preservation of continuity
of operations" (pp. 21-22).

  Were Demsetz to engage in the microanalytics, however, he would discover that there are
many ownership modes that would support an assembly line structure of organization: the
federated mode, whereby each worker owns his/her own station, but all stages are under one
roof; the inside contracting system, whereby a capitalist owns the physical plant and
equipment and contracts out the work to a series of independent contractors, who self-manage
the work and hire workers; the authority relationship, whereby the owner hires managers who
in turn hire workers. The technology and layout being identical for all three, all could support
the continuity purpose to which Demsetz refers. The contractual interfaces between successive
stages are very different, however, and efficacy of these three modes can be shown to vary for



that reason. Vertical integration is a contractual as well as a technological condition. Engineers
can do layouts. Economists are needed to recognize and mitigate contractual hazards.

  Overall, this is an instructive book. I benefited from reading it. Applied microeconomists and
organization theorists will take delight in the insights and many will be stimulated (sometimes
provoked) to do follow-on research.
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  This paper tracks the author's remarks at the September 1993 conference honoring Richard
M. Cyert. It begins with some recollections of the author's years as a graduate student at GSIA
in the early 1960s. He then shifts to transaction cost economics and how this project relates to
what he learned from Dick Cyert and others at Carnegie.
Update Code
  199700

<121>
.
  0427841
Autori
  Williamson, Oliver E.
Titolo:
  Research Needs and Opportunities in Transaction Cost Economics.
Sta in:
  Journal of the Economics of Business. Vol. 1 (1). p 45-46. 1994.
Update Code
  199700

<122>
.
  0383593
Autori
  Williamson, Oliver E.
Titolo:
  Hierarchies, Markets and Power in the Economy: An Economic Perspective.
Sta in:
  Industrial and Corporate Change. Vol. 4 (1). p 21-49. 1995.
Abstract



  This paper adopts the transaction cost economics perspective for purposes of examining
hierarchies, markets, and power in the economy. Transaction cost economics works out of an
economizing perspective in which markets and hierarchies are alternative modes of governance
and the object is to ascertain which transactions go where and why. The role of power in this
setup is strictly limited--partly because power tends to be myopic (transactions are not
examined 'in their entirety') and partly because it is tautological. Power needs to be
operationalized, whereupon the refutable implications that accrue to this perspective can be
derived.
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Abstract
  Extends the analysis of comparative economic organization and demonstrates the usefulness
of studying the complex economic organization from a combined law, economics, and
organizations perspective, focusing attention on hazard mitigation through the mechanisms of
governance. Discusses the author's years at Carnegie Tech and the connection to transaction
cost economics; the ideas of Chester Barnard and the continuing need for a science of
organization; the rudiments of transaction cost economics; economic organization from a
comparative institutional point of view in which transaction-cost economizing is featured; the
use of hostages, or their economic equivalent, to effect credible commitments and to support
exchange; the need to accommodate both spontaneous and intentional forms of governance in
the study of economic organization; corporate finance through the lens of transaction-cost
economics; evaluating an organization's efficiency in relation to that of a hypothetical ideal,
versus the test of "remediableness"; how transaction cost economics relates to organization
theory; the elusive notion of trust; delimiting antitrust; the relative importance of strategizing
versus economizing in business; the institutions and governance of economic development and
reform; and recent controversy and perspectives. Williamson is the Edgar R. Kaiser Professor of
Business, Professor of Economics, and Professor of Law at the University of California at
Berkeley. Index.
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  My comments on the paper by Picot, Ripperger and Wolff (1996) are developed in three parts.
I begin with a simple model that captures some of the key features of the authors' argument.
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Abstract
  Nine papers, eight published in the previous edition, which result from a seminar held at the
University of California at Berkeley in the spring of 1988, explore the contributions of Chester
I. Barnard to organization theory. Barbara Levitt and James G. March examine Barnard and the
intelligence of learning. W. Richard Scott discusses symbols and organizations from Barnard to
the institutionalists. Glenn R. Carroll considers the organizational ecology of Barnard. Jeffrey
Pfeffer addresses incentives in organizations and the importance of social relations. Mary
Douglas discusses converging on autonomy--anthropology and institutional economics. Terry
M. Moe assesses the politics of structural choice. Oliver Hart examines the ways in which
economists have recently come to think about firms. Oliver E. Williamson explores Barnard and
the incipient science of organization and, in a previously published paper added to this edition,
considers transaction cost economics and organization theory. Williamson is Edgar F. Kaiser
Professor of Business, Professor of Economics, and Professor of Law at the University of
California, Berkeley. Index.
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Abstract
  Forty-nine previously published papers are contained in this two-volume set, which explores
theory, concepts, applications, and policies of transaction cost economics. The twenty-six
papers of volume one include three classic articles by Ronald Coase, Kenneth Arrow, and
Herbert Simon, followed by essays on the rudiments of transaction cost economics; private
ordering and credibility; contracts and organization; internal organization; and prospects and
retrospectives. Volume two contains twenty-three papers that discuss vertical integration;
contracting; regulation and positive political economy; and antitrust. Williamson is at the
University of California, Berkeley. Masten is at the University of Michigan. Name indexes.
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Abstract
  The science of organization that is herein described has progressively evolved through four
successive stages. The first stage is associated with Ronald Coase and entails "informal"
analysis. Stages two and three involve "preformal" and "semiformal" analysis and are
associated with transaction cost economics. A "fully formal" treatment of what transaction cost
economies describes as "incomplete contracting in its entirety" completes the sequence. The
paper then examines the requisites for a theory of good order and workable arrangements.
This involve the combined study of law, economics, and organization. the object is to develop a
symmetrical (comparative institutional) analysis of the powers and limits of each generic form
of economic organization.
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Abstract
  Twenty-three previously published papers analyze issues in industrial organization. Part 1
examines the classic antecedents in the field of industrial organization and provides a
foundation for the later parts. Part 2 focuses on the new economics of organization. Part 3
explores strategic behavior and competition. Williamson is Transamerica Professor of Business,
Economics, and Law at the University of California, Berkeley. Name index.
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  Twelve previously published papers derived from a conference held in 1987 to commemorate
the fiftieth anniversary of the publication of Ronald Coase's "The Nature of the Firm." Presents
Coase's classic article as well as three lectures given by Coase at the 1987 conference. The
remaining papers discuss transactions costs and internal labor markets; the logic of economic
organization; asset specificity and the structure of vertical relationships; incomplete contracts
and the theory of the firm; the theory of the firm revisited; Coase, competence, and the
corporation; a legal basis for the firm; and vertical integration as organizational ownership--
the Fisher Body-General Motors relationship. Contributors are R. H. Coase, Sherwin Rosen,
Paul L. Joskow, Oliver D. Hart, Harold Demsetz, Scott E. Masten, Benjamin Klein, and the
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Abstract
  Thirteen previously published essays examine the developments in industrial organization,
with special emphasis on antitrust. Papers focus on economies as an antitrust defense and the
welfare tradeoffs; the vertical integration of production and market failure considerations;
antitrust enforcement and the modern corporation; vertical merger guidelines--interpreting the
1982 reforms; the economics of antitrust and transaction cost considerations; vertical market
restrictions and antitrust ramifications of the transaction cost approach; assessing contract;
wage rates as a barrier to entry and the Pennington case in perspective; a strategic and
welfare analysis of predatory pricing; pretrial uses of economists and the use of incentive logic
to screen predation; the political economy of antitrust; intellectual foundations of law and
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organization theory. The papers were originally presented at a seminar held at the University
of California, Berkeley, in the spring of 1988 to celebrate the golden anniversary of the
publication of Barnard's The Functions of the Executive. Papers focus on Barnard and the
intelligence of learning; symbols and organizations; Barnard's organizational ecology
incentives in organizations; anthropology and institutional economics; the politics of structural
choice; an economist's perspective on the theory of the firm; and Chester Barnard and the
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  Fourteen papers, presented at a conference held in Uppsala in 1988, outline a new approach
to the theory of the firm in which the object is to assess the comparative efficacy of alternative
economic and organizational instruments. Papers focus on the participatory generation of
information rents and the theory of the firm; common knowledge and the coordination of
economic activities; implications of the utilitarian monopoly union model; the definition of
vertical integration; vertical integration, transaction costs, and "learning by using"; the firm as
a nexus of internal and external contracts; an economic perspective on the political structure of
the firm; intellectual skill and the role of employees as constituent members of large firms in
contemporary Japan; the implicit contract for corporate law firm associates; capital structure
as a mechanism of control; long-term contracts in financial markets; the principle of external
accountability in competitive markets; union militancy and plant designs; and transaction cost
economics as an explanation of trade associations. Contributors are in the fields of economics,
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