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Economic Thinking in an Organization
Wichita State University
Spring 2007
Market-Based Management®
 (MBM®) is a management philosophy that enables organizations to succeed long-term by applying the principles that cause free societies to prosper. MBM relies on economic thinking to cultivate the knowledge processes, behaviors, and institutions within an organization that promote principled entrepreneurship and the creation of superior economic value for society.

In this course students will develop an understanding of the foundations of prosperity, along with competence in a basic toolkit of economic analysis. They will use this knowledge to understand the analogs between a prosperous society and a value-creating organization. Finally, they will develop skill at assessing organizations using the course concepts. A combination of texts, case studies, information sources, in-class experiments and lectures will comprise the core material of the course. The course will be taught by instructors with diverse academic and business backgrounds, teaching experience, and deep familiarity with course materials.

Expectations of Instructors

Instructors will arrive on time and prepared to lead class. They will engage students in guided discussion of the readings, highlighting key concepts. They will also provide insights and concepts beyond those in the readings. Instructors will be available for questions and reasonable assistance with the materials. They will read student papers thoroughly and give honest feedback with suggestions for improvement. Finally, Instructors will treat students respectfully while holding them to high standards of participation and academic performance.

Expectations of Students

Students will arrive on time and prepared to brief the class on assigned readings. Inadequate preparation for class will result in a significant penalty. Students will treat one another and instructors respectfully at all times. They will be active participants in class discussion, and will endeavor to learn.

Grading

The final course grade will be based on the following proportions:

Weekly essays: 20%

Midterm exam: 10%

Class discussion & experiment participation: 30%

Final exam: 20%

Class project: 20%

Weekly essays

Students will complete a 500-1,000 word essay every other week,
 due at the end of class, in which they do one or more of the following:

1) Grapple with a concept from the course readings or lectures that they do not understand, or a point of view related to that concept with which they do not agree;

2) Apply a course concept to a published article or book to produce an interesting idea or insight;

3) Choose a course concept and assemble three published news articles that either betray an ignorance of that concept, or show a solid grasp of it (either at the theoretical level or by way of an example);

4) Explain how a course concept is either applied or ignored, and the consequences of either, in an organization with which they are very familiar.

Over the course of the semester students must complete at least one essay in each of the above categories.

Class discussion & experiment participation

Participation in discussion and experiments is a significant portion of the course grade because we believe the best way to learn in a classroom setting is to wrestle with ideas, and doing that requires participation. Students must study the required readings before class, and make notes, so that they are prepared to discuss the readings during the class. Very little class time will be used to reiterate what was in the readings; instead instructors will assume that students have already read and assimilated the material. Essays will be graded based on students’ clarity and rigor of argumentation, not agreement with course readings or the instructors.  An essay that effectively challenges the conclusions of the instructors will receive a higher grade than one that simply echoes the lectures.
Class project

Students will be assigned to prepare and present a case study from the readings, leading the class in the discussion and analysis of that case. They are required to be thoroughly familiar with the case and to incorporate concepts of the course into their analysis and presentation. Students are also required to give a written case debrief to the instructor, due one week after their presentation, which should include:

1) a one-paragraph summary of the case study;
2) key questions or problems that arise (but aren’t necessarily pointed out by the authors) from the case study – concepts learned in class will be useful here;

3) a list of key facts gleaned from the study that are relevant for an analysis of the questions and problems it poses; and

4) key insights they take from the case study in the context of both course materials and the class discussion.
Course Readings & Experimental Exercises

Section 1: Historical Foundations of Prosperity

Tuesday, January 16

Class orientation & expectations

Introductory discussion of MBM and foundations of prosperity

Readings for discussion: 

· How the West Grew Rich, Rosenberg and Birdzell, Introduction.

Thursday, January, 18

Readings for discussion: 

· “Seven Major Sources of Economic Progress,” Gwartney and Stroup, What Everyone Should Know About Economics and Prosperity (http://oldfraser.lexi.net/publications/books/econ_prosp/). 

· “The Process of Creative Destruction,” Schumpeter, Capitalism, Socialism, and Democracy, ch. 7 (http://members.shaw.ca/competitivenessofnations/Anno%20Schumpeter%20CSD%20Ch.%20VII%20Creative%20Destruction.htm). 

Section 2: Economic Thinking

Tuesday, January 23

Experiment: Specialization and Trade
Thursday, January 25*

Discussion of Experiment: Specialization and Trade
Tuesday, January 30

Experiment: Oral Double Auction


Readings for discussion:

· “The Power of Markets: Who Feeds Paris?” Wheelan, Naked Economics, pp. 3 – 22.

· “I, Pencil” (http://www.econlib.org/library/Essays/rdPncl1.html).

· “I Cell Phone?” (http://www.wired.com/news/wiredmag/0,72287-0.html?tw=rss.index).

Thursday, February 1

Discussion of Experiment: Oral Double Auction


Readings for discussion:

·  “A Criticism of Neoclassical Competition Theory,” Armentano, Antitrust and Monopoly, pp. 25 – 32.

· Human Action, von Mises, ch. 4, pp. 92 – 98 (http://www.mises.org/humanaction/pdf/ha_04.pdf). 
· “Trends in Economics,” Sowell, Knowledge and Decisions, pp. 167 – 182.
Tuesday, February 6

Readings for discussion:

· “Ten Key Elements of Economics,” Gwartney & Stroup, What Everyone Should Know About Economics and Prosperity (http://oldfraser.lexi.net/publications/books/econ_prosp/). 

· “Economic Trade-Offs,” Sowell, Knowledge and Decisions, ch. 3, pp. 45 – 80.

·  “Profit Management” (http://www.mises.org/etexts/mises/bureaucracy/section1.asp) and “Bureaucratic Management of Private Enterprises,” (http://www.mises.org/etexts/mises/bureaucracy/section4.asp) Bureaucracy, Mises.

Thursday, February 8*

Readings for discussion:

· Executive Economics, Maital, pp. 1 – 40.
Section 3: Entrepreneurship

Tuesday, February 13

Readings for discussion:

· “The Nature of Man,” Jensen and Meckling, Journal of Applied Corporate Finance 7(2), 1994, pp. 4 – 19.

· “Constrained and Unconstrained Visions,” Sowell, A Conflict of Visions, ch. 2, pp. 18 – 39.
Thursday, February 15
Readings for discussion:

·  “Tacit Knowing,” Polanyi, The Tacit Dimension, ch. 1, pp. 3 – 25.

· “Natural Born Entrepreneur,” Bricklin, Harvard Business Review, Sept. 2001

· “Disciplined Entrepreneurship,” Sull, Sloan Management Review 9-SMR-156

Section 4: Vision

Tuesday, February 20

Readings for discussion:

· “Cosmos and Taxis,” Hayek, Law, Legislation, and Liberty, v.1, pp. 35 – 42.

· “Laws, Commands and Order,” Hayek, The Constitution of Liberty, pp. 148 – 161.

· “Shared Vision,” Senge, The Fifth Discipline, pp. 205 – 232.
Thursday, February 22*
Readings for discussion:

·  “Building the Vision,” Collins and Porras, Built to Last, pp. 219 – 239.

· “The Core Competence of the Corporation,” Prahalad and Hamel, Harvard Business Review, May 1990.
· “The Questions Every Entrepreneur Must Answer,” Bhide, Harvard Business Review, Nov. 1996.

· Leading Change, Kotter, chapters 1, 5 & 6, pp. 3 – 16, 67 – 100.

Section 5: Virtue and Talents

Tuesday, February 27

Readings for discussion:

· “Cosmos and Taxis,” Hayek, Law, Legislation, and Liberty, v.1, pp. 43 – 54.

· “The Origins of the Rule of Law,” Hayek, The Constitution of Liberty, pp. 162 – 175.

Thursday, March 1
Experiment & Discussion: Extensive Form Game

Readings for discussion:
· Multiple Intelligences: The Theory in Practice, Gardner, pp. 5 – 34.

Tuesday, March 6

Readings for discussion:

· “First Who . . . Then What,” Collins, Good to Great, pp. 41 – 64.
· “Level 5 Leadership,” Collins, Good to Great, pp. 17 – 40.

· “GE’s Talent Machine: The Making of a CEO,” Bartlett and McLean, Harvard Case 9-304-049.

Thursday, March 8*
Readings for discussion:

·  “How to Recognize – And Avoid – Organizational Decline,” Lorange and Nelson, Sloan Management Review 28(3) 1987.
· The Knowing-Doing Gap, Pfeffer and Sutton, ch. 1.

· “Groupthink,” Janis, Psychology Today Magazine, 1971, pp. 43 – 46.

· “Accounting Fraud at WorldCom,” Kaplan and Kiron, Harvard Case 9-104-071.
Week of the 13th & 15th:  Midterm Exam
Week of the 20th & 22:  Spring Break 

Section 6: Decision Rights

Tuesday, March 27

Experiment & Discussion:  Tragedy of the Commons 

Readings for discussion:

· “The Use of Knowledge in Society,” Hayek, Individualism and Economic Order (http://www.econlib.org/library/Essays/hykKnw1.html). 

· “The Role of Knowledge,” Sowell, Knowledge and Decisions, ch. 1, pp. 3 – 20.

Thursday, March 29
Readings for discussion:
· The Principles of Scientific Management, Taylor, ch. 2 (http://melbecon.unimelb.edu.au/het/taylor/sciman.htm).

· Executive Economics, Maital, pp. 57 – 64.

· “The Passive-Aggressive Organization,” Neilson, Pasternack, and Van Nuys, Harvard Business Review, Oct. 2005.

· Flight of the Buffalo, Belasco and Stayer, pp. 247-264.
Section 7: Incentives

Tuesday, April 3

Readings for discussion:

· “Equality, Value and Merit,” Hayek, The Constitution of Liberty, pp. 93 – 99.

· “A Theory of Human Motivation,” Maslow, Motivation and Personality, pp. 35 – 58. 
· Why Wages Rise, Harper, pp. 16 – 19; 62 – 70.
Thursday, April 5*
Readings for discussion:

·  “Notes on Self-Esteem in the Work Situation,” Maslow, Maslow on Management.

· “The Human Side of Enterprise,” McGregor, Management Review, Nov. 1957.
· The Sin of Wages, Abernathy, chapters 3 – 8, pp. 25 – 93.
·  “Pipe Dreams,” Finegan, Inc., August 1994, pp. 64-70 (http://www.inc.com/magazine/19940801/3045.html). 
Tuesday, April 10
Experiment & Discussion: Public Goods

Readings for discussion:

· “Supply of Benefits,” Berry, The Interest Group Society, pp. 70 – 77.

Thursday, April 12

Readings for discussion:

·  “Purity Steel Corp. – 1995,” Simons and Davila, Harvard Case 9-197-082.
· “Compensation and Performance Evaluation at Arrow Electronics,” Hall and Madigan, Harvard Case 9-800-290.

· “The Lincoln Electric Company,” Fast and Berg, Harvard Case 376-028.
Section 8: Knowledge Systems

Tuesday, April 17
Experiment & Discussion: Information Markets


Readings for discussion:

· “The Pricing Process,” Mises, Human Action, pp. 327 – 333 (http://www.mises.org/humanaction/pdf/ha_16.pdf). 

· “The Creative Powers of a Free Civilization,” Hayek, The Constitution of Liberty, pp. 22 – 29.
· “The Republic of Science,” Polanyi, Knowing and Being, pp. 49 – 72 (http://www.missouriwestern.edu/orgs/polanyi/mp-repsc.htm). 

Thursday, April 19*
Readings for discussion:

·  “Try a Lot of Stuff and Keep What Works,” Collins and Porras, Built to Last, pp. 140 – 168.
· “Does Your Organization Have a Learning Disability?” Senge, The Fifth Discipline, pp. 17 – 26.
· “Who Needs Budgets?” Hope and Fraser, Harvard Business Review, Feb. 2003.
· “Control With Fairness in Transfer Pricing,” Eccles, Harvard Business Review, Nov. 1983.
Tuesday, April 24

Readings for discussion:

· “Catanese and Vulcan (A)” Narayanan and Pothen, Harvard Case 9-100-021.
· “Kyocera Corp.: The Amoeba Management System,” Cooper, Harvard Case 9-195-064.
Thursday, April 26

Readings for discussion:

·  “Western Chemical Corp.: Divisional Performance Measurement (A),” Bruns, Jr. and Atherton, Harvard Case 9-196-079.
· “Knowledge Management’s Social Dimension: Lessons from Nucor Steel,” Gupta and Govindarajan, Harvard Case 9-SMR-057.
Section 9: Conclusion 
Tuesday, May 1


Conclusion

Thursday, May 3*

Review for final 

Final Exam: TBA
� Market Based Management® and MBM® are registered trademarks of Koch Industries.


� Classes at the end of which an essay is due are denoted below by an asterisk (*).





