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Name: ________________

Question for discussion

Ronald Coase, “The Nature of the Firm,” Economica (N.S.) 4: 386-405 (November 1937).

1. What is the main issue presented by Coase in his paper “The Nature of the Firm?”

2. As suggested by Coase, what are the costs using the market mechanism. Explain each fully.

3. As suggested by Coase, what are the costs using the firm?

4. How does Coase put the costs using the market and the costs using the firm together to explain optimal firm size?

Question for discussion

Oliver E. Williamson, “Markets and Hierarchies: Some Elementary Considerations,” American Economic Review 63 (2): 316-324 (1973)

1. Coase asked the question in his 1937 paper: Why are some transactions made inside a firm and why are some make outside the firm?  Williamson answers it “by reference to the conjunction of a set of human attributes with a related set of transactional factors.” Explain in your own words the “human attributes” and “transactional factors” suggested by Williamson. 
