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This course prepares the students with a good understanding of the essential
economics theories of strategy; it also shows the inter-relationships of major theories
of the firm, transaction costs theory, property rights theory, agency theory, among
others. The course emphasizes the complementarities among the theories of
organization and the potential for integrating these theories in the broad theoretical
foundations of strategy. The implication of these theories to empiricalregularities and
business practice are highlighted.
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After taking this course, students should be able to having a good understanding of
literature on theory of the firm and industrial organization; they should be able to
apply economics principles to analyzethe strategic behavior of the firms and evolution
of the industry and the organizations; they should be able to formulate empirically
testable hypotheses based on those theories; they should be able to integrate
economics theories of organization with other theoretical foundations of strategies.
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Session 2: Transaction cost economics
Coase, R. H. 1937. The nature of the firm. Economica, 4: 386-405
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Jensen, M.C. andMeckling W.H. 1976. Theory of the firm: Managerial behavior,
agency costs and ownership structure. Journal of Financial Economics, 3: 305-360.
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Hart, Oliver, 1995, Firms, Contracts, and Financial Structure, Oxford University
Press. Chapters 2-3



Session 5: Game theory and information economics
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shape strategy. Harvard Business Review. 57-71.
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Joseph T. Mahoney, Economic Foundations of Strategy, Sage Publications, 2004.
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Rumelt, Richard P., Dan Schendel, David J. Teece, 1991,Strategic management and
economics,Strategic Management Journal, 12, Special Issue, 5-29.
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Journal of Economic Literature, 18 (1) 64-92.

Caves, Richard E., 1998, Industrial organization and new findings on the turnover
and mobility of firms, Journal of Economic Literature, 36 (4) 1947-1982.
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