The Carnegie School S

Herb Simon Richard Cyert James March

> B. 1916 in Wisconsin > (E’; Il92é‘|nFl>\:I]|Bn_esota > BA from UW Madison
- I, > Columbia in economics i

> U of Chicago PhD in political (minor in statistics) in 1948 >  Professor emeritus at

science (1943)

o . Stanford (1970-)
> Contributions to economics

> Contributions to Bayesian

(bounded rationality, statistics, organization > Decision-making
‘(‘jsatisficing,"br}ea)r reorg tof C . contributions: Behavioral

ecomposability), cognitive > resident or Larnegie Theory of the Fi d “Th
psychology (decision-making, Mellon, 1972-1990. Ga?ga SCai Nllrorz;nof €
artificial intelligence > Behavioral Theory of the g

> 1978 Nobel Prize Firm Organizational Choice”

> QOrganizations (1958) and
Administrative Behavior (1947),
Sciences of the artificial (1969,
1996)

E_A}}LSON

Carnegie School Concepts

> Models & empirical observations must be closely linked

> Firms have multiple goals and usually focus on “satisfactory profits” not
profit-maximization

> Firms do not have perfect knowledge but rather face risk and
uncertainty

> Satisficing — adequate, not optimal, solutions

> Cognitive limitations, bounded rationality — people are unable to
perform economic optimization, so they rely on routines and heuristics

> Problemistic search — unmet aspirations creates perception of a
problem, shift in attention to a particular goal, and search continues
sequentially until a satisfactory solution is found

> Constant conflict between coalitions within the organization create a
system of side payments, or organizational slack that stabilizes the
system.
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