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Abstract. We explore the current state of the theory of the firm, with attention to its
historical origins. Answers to the crucial theoretical question of why an organization
controlled by a central authority cannot always duplicate the performance of a
decentralized organization are presented. Finally, we describe some important current
directions in the theory of the firm and point out promising avenues for continuing
research.

Les théories économiques de la firme: passé, présent, avenir. Les auteurs examinent 1’état
actuel de la théorie de la firme en tenant compte de ses origines. Ils proposent des
réponses a la question centrale a savoir pourquoi une organisation contrdlée par une
autorité centrale ne peut pas toujours avoir une performance aussi bonne que celle
d’une organisation décentralisée. Les auteurs définissent aussi quelques-unes des
directions importantes dans les débats en cours sur la théorie de la firme et indiquent les
avenues prometteuses pour la recherche en cours.

MARKETS, FIRMS, AND WESTERN ECONOMIC HISTORY

When economists today write about the firm, they most often proceed by
comparing its characteristics with those of markets. The reason is not hard to
understand: As economic historians have repeatedly argued (Innis, 1938;
North and Thomas, 1973; Rosenberg and Birdzell, 1985); the emergence,
expansion, and eventual dominance of the market system in western economies
since the Middle Ages crucially contributed to economic growth and the
resulting accumulation of wealth and rising standards of living for much
of the population. More recently, the spectacular successes of the market-
oriented economies of the rapidly industrializing nations of Asia have shown
that the strengths of the market as a basis for organizing economic activity are
not limited to western societies. These considerable achievements of market
economies have led some to suggest that other sorts of economic organizations
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