Summer 2021

PhD Management Class Topics in Strategy and Innovation 3:
Basic Readings in Business

(390031)
Instructor: Markus Reitzig Time: 10.05., 19.05.,
Assistant: Sandra Perger 26.05.,31.05.,09.06. (09:45 — 14:45)
Room: Digital
OVERVIEW

This course provides a PhD-level introduction to some of the most influential thinkers
in social science whose ideas underlie research as it is conducted today across the
various departments in a business school. The course focuses on the contributions of
selected thinkers in the social sciences (economics, sociology, psychology,
organization theory). All have made crucial contributions, and all seven of them are
centered around Nobel Laureates. We review their seminal work and explore how
others have extended this work to advance our understanding of firms and business.

The course has two major aims. First, it introduces students to some of the
foundations of thinking about business firms. Because this course addresses much of
the foundational literature, it is relevant across departments. If your concentration is
not strategy or organizational behavior, this course should suffice for you to acquire
an overall view of management research. If your concentration is strategy or
organizational behavior, the course will complement more specialized courses.

Second, an important objective is that students learn to understand, compare, contrast,
and, eventually, develop theories. Within each session, students will gain a sense of
how individual research streams evolve. Across the 8 sessions, students will have a
chance to synthesize distinct theoretical perspectives, understanding how they
compete with, and complement, one another.

FORMAT

Each session, students will discuss three (sometimes maybe four papers) in great
detail, while touching upon others in passing. Typically, the selection of core papers
includes one or two seminal pieces, and one or two modern applications that build on
the same intellectual framework. The light reading load presumes that students will
read carefully and think about each paper prior to class. I have also listed a number of
recommended, optional readings.

Each article discussion will be kicked off by one student’s presentation on the article
(see also below, “DISCUSSION”). The presentation is supposed to last 25 mins. Over
the course of the entirety of the eight classes we have together, I expect each student
to present at least three different articles pertaining to three different sessions (and
possibly more, depending on the number of participants). Prior to class, my assistant
Sandra Perger will set up an electronic course forum on Moodle and send around a
doodle link for students to self-select the articles they want to present (“first-come-
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first-serve”). When you receive the doodle link, please pick three articles across three
different sessions.

NOTE: I expect that all articles indexed with an asterisk (*) in the readings list below
will be presented by one of you during class.! Only once all articles with two asterisks
(or at least one) have been allocated to one presenter, you may pick from the
remaining articles for presentation to get to a total number of 3-4 presentations each
over the entire course. I rely on self-coordination among all of you to ensure that this
goal is achieved. You have your classmates’ emails. Kindly DO NOT cc me when
you coordinate on who presents which article!

WRITTEN REACTION (20% of the grade): I will set a series of questions in
advance of each session. These sessions will serve as guiding questions that
presenters should address in their presentations. Expect to receive these questions
about 24 hrs prior to class. All students must submit, by e-mail, a two-page response
by 17:30 on the day AFTER class to these questions. In their response, students
should also propose one question for further discussion that emerges from the prior
readings. The objective of this assessment is to encourage students to engage with all
the required readings and to understand and to synthesize theories.

IN-CLASS PRESENTATION AND DISCUSSION (40% of the grade): Students
will take turns to lead the discussion on individual readings (see above). A good
presentation/discussion will only briefly present the main ideas of the reading, and
will focus on 1) the contribution(s) of the reading, 2) how it builds on on contrasts
with other work in the session or prior sessions, and 3) suggestions for extensions to
this work. Students will then pose reflective and provocative questions to their
classmates, and they will address the questions I will additionally pose via email a
day before you present.

FINAL ASSIGNMENT (40% of the grade, two short assignments and a final paper):

Students will submit the front end of a research paper, consisting of a clear research
question, a theoretical framing for investigating that question, and a carefully
considered research design. Students will generate ideas for this short paper on the
basis of their written reactions and the class discussions during the first five sessions.
Before submitting the final paper, students will submit 1) a research question, and
subsequently 2) a literature overview in the final session, so that they can receive
early guidance in developing the project. We will discuss the requirements and
submission schedule during the first session.

COURSE PLAN

The course is divided into four parts. In the first, we address the question ‘why firms
exist?’ In the second, we address the question ‘what firms do?’ In the third, we
address the question ‘how firms change?’ The final part is more loosely structured,
but broadly addresses how wider social forces condition market exchanges beyond
the simplistic dyad of buyer and seller. Taken together, the four parts explore multiple
levels of analysis (firm, environment, and inside the firm), and we will consider their
integration more explicitly in the final session.

! There are 16 compulsory articles listed in the syllabus. Should the number of presentations exceed 4
per student, please prioritize among those articles that are indexed by two asterisks.
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PART I: WHY FIRMS EXIST

Session 1. Ronald Coase (10 May 2021, 09.45 — 12.15)
** Coase, R.H. 1937. The nature of the firm. Economica, 4: 386-405.

Madhok, A. 2002. Reassessing the fundamentals and beyond: Ronald Coase, the
transaction cost and resource-based theories of the firm and the institutional structure
of production. Strategic Management Journal, 23(6): 535-550.

* Kogut, B., Zander, U. 1996. What firms do? Coordination, identity, and learning.
Organization Science, 7: 502-518.

** Coase, R.H. 1976. Adam Smith’s view of man. Journal of Law and Economics,
19(3): 529-546.

Coase, R.H. 1960. The problem of social cost. Journal of Law and Economics, 3: 1-
44,

Optional reading
Coase, R.H. 1992. The institutional structure of production. American Economic
Review, 82(4): 713-719

Argyres, N.S., Liebeskind, J.P. 1999. Contractual commitments, bargaining power,

and governance inseperability: Bringing history into transaction cost theory. Academy
of Management Review, 24(1): 49-63.

Topics in Strategy and Innovation 3: Basic Readings in Business Page 3



Summer 2021

Session 2. Oliver Williamson (10 May 2021, 12.15 - 14.45)
Williamson, O.E. 1975. Markets and hierarchies. New York, NY: Free Press.

** Williamson, O.E. 1991. Comparative Economic Organization: The Analysis of
Discrete Structural Alternatives. Administrative Science Quarterly 36 (2): 269-296 .

* Nickerson, J.A., Silverman, B.S. 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(3): 433-
465.

Jacobides, M.G. 2005. Industry change through vertical disintegration: How and why
markets emerged in mortgage banking. Academy of Management Journal, 48(3): 465-
498.

Ghoshal, S., Moran, P. 1996. Bad for practice: A critique of the transaction cost
theory. Academy of Management Review, 21(1): 13-47.

Optional Reading:

Moran, P., Ghoshal, S. 1996. Theories of economic organization: The case for realism
and balance. The Academy of Management Review, 21(1): 58-72.

Ouchi, W.G. 1980. Markets, bureaucracies, and clans. Administrative Science
Quarterly, 25(1): 129-141.

Puranam, P., Gulati, R., Lawrence P. 2005. Adaptation in vertical relationships:
Beyond incentive conflict. Strategic Management Journal, 26(5): 415-441.

Williamson, O. E. 1996. Economic Organization: The Case for Candor. Academy of
Management Review, 21(1): 48-57

Williamson, O.E. 2002. The theory of the firm as governance structure: From choice
to contract. Journal of Economic Perspectives, 16(3): 171-195.
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PART II: HOW FIRMS WORK

Session 3. Herbert Simon (19 May 2021, 09.45 — 12.15)
Simon, H.A. 1945. Administrative behavior. New York: MacMillan.

** Simon, H.A. 1979. Rational decision making in business organizations. American
Economic Review, 69(4): 493-513.

Dane, E., & Pratt, M.G. 2007. Exploring intuition and its role in managerial decision
making. Academy of Management Review, 32(1): 33-54.

** Simon, H.A. 1991. Organizations and markets. Journal of Economic Perspectives,
5(2): 25-44.

Simon, H.A. 1993. Altruism and economics. American Economic Review, 83(2): 156-
161.

Optional Reading:

Langley, A., Mintzberg, H., Pitcher, P., Posada, E., Saint-Macary, J. 1995. Opening
up decision making: The view from the black stool. Organization Science, 6(3): 260-
279.
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Session 4. James March (19 May 2021, 12.15 — 14.45)

Cyert, R M. & March, J.G. 1963. A behavioral theory of the firm. Englewood Cliffs,
NIJ: Prentice Hall.

** March, J.G. 1962. The business firm as a political coalition. Journal of Politics,
24: 662-678.

* Gavetti, G., Rivkin, J.W. 2005. On the origin of strategy: Action and cognition over
time. Organization Science, 18(3): 420-439.

Crilly, D., Zollo, M., & Hansen, M. 2013. Faking it or muddling through?
Understanding decoupling in response to stakeholder pressures. Academy of
Management Journal, in press.

Optional Reading:
March, J.G. 2006. Rationality, foolishness, and adaptive intelligence. Strategic
Management Journal, 27: 201-214.

Pfeffer, J., Salancik, G.R. 1978. The external control of organizations: A resource
dependence perspective. New York: Harper and Row.
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PART III: HOW FIRMS EVOLVE

Session 5. Richard Nelson and Sidney Winter (26 May 2021, 09.45 — 12.15)

Nelson, R.R., Winter, S.G. 1982. An evolutionary theory of economic change.
Cambridge, MA: Belknap Press.

* Zollo, M., Winter, S. G. 2002. Deliberate learning and the evolution of dynamic
capabilities. Organization Science, 13(3): 339-351.

Szulanski, G. 1995. Exploring internal stickiness: Impediments to the transfer of best
practice within the firm. Strategic Management Journal, 17:27-43.

** Hannan, T., Freeman, J. 1984. Structural inertia and organizational change.
American Sociological Review, 49: 149-164.
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PART IV: HOW MARKETS WORK

Session 6. Mark Granovetter, Elinor Ostrom, and George Akerlof
(26 May 2021, 12.15 — 14.45)

* Granovetter, M.S. 1973. The strength of weak ties. American Journal of
Sociology, 78(6): 1360—1380.

Granovetter, M.S. 1985. Economic action and social structure: The problem of
embeddedness. American Journal of Sociology, 91: 481-510.

** Ostrom, E. 1998. A behavioral approach to the rational choice theory of collective
action: Presidential address, American Political Science Association, 1997. American
Political Science Review, 92(1): 1-22.

Ostrom, E. 2010. Beyond markets and states: Polycentric governance of complex
economic systems. American Economic Review, 100: 641-672.

** Akerlof, G.A. 1970. The market for 'lemons': Quality uncertainty and the market
mechanism. Quarterly Journal of Economics, 84(3): 488-500.

Akerlof, G.A. 1976. The economics of caste and of the rat race and other woeful tales.
Quarterly Journal of Economics, 90: 599-617.

Optional Reading
Burt, R.S. 1992. Structural holes: The social structure of competition. Cambridge,
MA: Harvard University Press.

Coleman, J.S. 1990. Foundations of social theory. Harvard University Press.
Chapter 2: Actors, and Resources, Interest and Control.

Coleman, J.S. 1988. Social capital in the creation of human capital. American Journal
of Sociology, 94: 95-S120

Uzzi, B. 1996. The sources and consequences of embeddedness for the economic
performance of organizations: The network effect. American Sociological Review, 61:
674-698.

Uzzi, B., Lancaster, R. 2004. Embeddedness and price formation in the corporate law
market. American Sociological Review, 69(3): 319-344.

Reuer, J.J., Koza, M.P. 2000. Asymmetric information and joint venture performance:
Theory and evidence for international joint ventures. Strategic Management Journal,
21: 81-88.

Akerlof, G.A., & Kranton, R.E. 2005. Identity and the economics of organizations.
Journal of Economic Perspectives, 19(1): 9-32.
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Session 7. Thomas Schelling (31 May 2021, 09.45 — 12.15)
Schelling T.C. 1960. The strategy of conflict. Harvard University Press. (Pay
particular attention to Chapter 2.)

** Schelling T.C. 1956. An essay on bargaining. American Economic Review,
46: 281-306.

Ingram, P. 1996. Organizational form as a solution to the problem of credible
commitment: The evolution of naming strategies among U.S. hotel chains, 1896-
1980. Strategic Management Journal, 17: 85-98.

Dyer, J.H. 1997. Effective interfirm collaboration: How firms minimize transaction
costs and maximize transaction value. Strategic Management Journal, 18(7): 535-
556.

* Gimeno, J. 1999. Reciprocal threats in multimarket rivalry: Staking out ‘spheres of

influence’ in the U.S. airline industry. Strategic Management Journal, 20(2): 101-
128.
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Session 8. Student Paper Presentations Part I - Ideas (31 May 2021, 09.45 —
12.15)

Recommended Reading (not specific to any session)

Davis, M.S. 1971. That’s interesting! Towards a phenomenology of sociology and a
sociology of phenomenology. Philosophy of Social Science, 1: 309-344.

March, J.G., Simon, H.A. 1958. Organizations. New York: John Wiley.

Meyer, J.W., Rowan, B. 1977. Institutionalized organizations: Formal structure as
myth and ceremony. American Journal of Sociology, 83: 340-363.

Ostrom, E. 1990. Governing the commons: The evolution of institutions for
collective action. Cambridge University Press.
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