Econ 874 Industrial Organizatio n Theory

Fall 2017

ProfessoiYongmin Chen

Office: Econ 112

Class Timé_ocation 9:30-10:45 AM. MW; ECON 5
Office Hours:3:00-5:00 PMon Monday

Course Description: Industrial organization studig¢ise behavioof firms and the functioning of
markets as well aghe role of public poligin promoting efficiency.The course will cover
selectedopicsin industrial organizatiotheory Recommended textbooks include: The
Theory of Industrial Organizationy Jean Tirole, MIT Press, and (B)dustrial Organization:
Contemporary Theory and Practibg Pepall, Richards, and Normah.good source for references
is theHandbook of Industrial Organization, Vol. 1, 2, andH303 (2007, Mark Armstrong and
Robert Porteedits) surveys the major developments in 1O since Tirole.

Grading Grades are based bnmework and class participationQ%), a midterm exam @%),
and a term paper (36, presentation + the paperYou are encouraged to form study groups to
discuss homework andcture materals. Requirements for theerm papewill be discussed

later.

The course materials are arranged by topics (the topics are listed below), and each topic is
usually coveredh several classe3irole remains the classic gradud@textbook and you are
encouragedo read the entire book amebrk out theexercise problemshere (even though we
only cover a few partsf the bookin thecoursg. You will also be asked tarite short
reviews/discussiongeach reviediscussionis 2-3 pages long, double spaced)

A tentative course schedule is attached. There can be changes to this schedule during the
semester, which will be aounced in class. It is your responsibility to upaaterseinformation
according to announcements made in class.

Course Schedule:
1. Introduction

2. Monopoly Pricing

Monopoly pricing: an overview

Price discriminatioranddifferential pricing

Nonlinear picing

Dynamic pricing (learning consumer demand, durabRRG SULFLQJ «
Product bundling

X X X X X



Readngs: Tirole Ch. 1

ODVNLQ ( DQG - 5LOH\ :0RQRSRO\ ZLWKI9Q@FRPSOHWH ,
oDULDQ + 33ULFH 'LVFULPIDQUMHWLRG DQ&S56RFLDO :HO
BDJZHOO DQG 5LRUGDQ 3+LJK DQG GHFOLQLQJ SULFHV V1
*Ifaki Aguirre, Simon Cowan and John Vicker§lonopolyPrice Discrimination and

Demand Curvature $(5

x *BergemannD., Brooks,B., andS. Morris. "The Limits of PriceDiscrimination," AER,
2015

x Weyl, E. Glen and Michal FabingéRassThrough as an Economic Tool: Principles of

Incidence under Imperfect Competition.” Journal of Political Economy, 121(36828
2013

x Chen,Y.and M. Schwe. *'LITHUHQWLDO 3ULFLQJ :KHQ &RVWV 'LIIH
$Q D O \RAND, 205,

x OF$IHH OFOLOODQ DQG :K L QahdpsyQCorimo@i\Busding, Gntr W
&RUUHODWLRQ RI 9DOR8IV 4-(

x &KHQ < DQG 0 5LRUGDQ 33URILWDELOLW\ RI 3URGXFW ¢
Review,2013

x Chen, Yand T. Zhan@015.3, QW HU S H UV R QMar@génea(BSGienteQ J -

x

X X X

Assignment 1 (1) Exercise 141.9 in Tirole;(2) Review onestarredarticle (3) Discussproduct
bundlingpracticesn an industry, such ake telecommunicatiaindustry

2. Product Differentiation and Price Competition

A Historical Overview

Spatial Models of Product Differentiation
The Representative Consumer Approach
Discrete ChoicéModels

Applications: Evaluating Horizontal Mergers

X X X X X

Readings: Ch5, 6,7 in Tirole

x Hotelling, H. (1929). "Stability in Competition", Economic Journal, vol. 39, pgbA41l
X



x Anderson, S.P., de Palma, A. and Thisde, (L992). Discrete Choice Theory of Product
Differentiation, Cambridge: The MIT Press.

x DHQHFNHUH 5 DQG & 'DYLGVRQ 3 QFHQWLYHV WR |
FRPSHWLWLRQ °~ 5$1' -RXU@B&® RI (FRQRPLFV
x 6KDNHG DQG 6 XWWRQ sS5HOD[LQJ 3ULFH &RPSHWLWL

DifferetLDWLRQ" 5HYLHZ RI (ARQRPLF 6WXGLHV
Chen, Y. and M. Riordan (20p8*3 UL QHFUHDVLQJ &RPSHWLWLRQ ™ 5%1°
x 6WROH /DUV 33ULFH 'LVFULPLQDWLRQ LQ LPSHUIHFWO\ F

Assignment2: (1) Exercise 56.9; 7.27.3 in Tirole; (2)Discussa horizontd mergercase.



4. Consumer Search
(a) Price Search in HomogeneeBsoduct markets
-6DORS DQG 6WLJOLWI]TV *%DUJDLQV DQG 5LSRIIV’
-9DULDQYYVY PRGHO RI VDOHYV
-'LDPRQGYV 3DUDGR]
-6WDKOYfV PRGHO RI VHTXHQWLDO VHDUFK

(b) Product Search in Differentiatderoducs Markets





http://www.nsf.gov/statistics/seind14/

X &KHQ < DQG ' 6DSSLQJWRQ 3 QQRYDWLRQ LQ 9HUW


https://culink.colorado.edu/wm/mail/fetch.html?urlid=g390718abdfa0b935ac87deac7a526da6bj9p5nljel&url=http%3A%2F%2Fwww.colorado.edu%2Fdisabilityservices
https://culink.colorado.edu/wm/mail/fetch.html?urlid=g390718abdfa0b935ac87deac7a526da6bj9p5nljel&url=http%3A%2F%2Fwww.colorado.edu%2Fdisabilityservices%2Fgo.cgi%3Fselect%3Dtemporary.html

Campus policy regarding religious observances requires that faculty
make every effort to deal reasonably and fairly with all students who,
because of religious obligations, have conflicts with scheduled
exams, assignments or required attendance. In this class, Please make


https://culink.colorado.edu/wm/mail/fetch.html?urlid=g390718abdfa0b935ac87deac7a526da6bj9p5nljel&url=http%3A%2F%2Fwww.colorado.edu%2Fpolicies%2Ffac_relig.html
https://culink.colorado.edu/wm/mail/fetch.html?urlid=g390718abdfa0b935ac87deac7a526da6bj9p5nljel&url=http%3A%2F%2Fwww.colorado.edu%2Fpolicies%2Fclassbehavior.html
https://culink.colorado.edu/wm/mail/fetch.html?urlid=g390718abdfa0b935ac87deac7a526da6bj9p5nljel&url=http%3A%2F%2Fwww.colorado.edu%2Fstudentaffairs%2Fjudicialaffairs%2Fcode.html%23student_code
https://culink.colorado.edu/wm/mail/fetch.html?urlid=g390718abdfa0b935ac87deac7a526da6bj9p5nljel&url=http%3A%2F%2Fwww.colorado.edu%2Fodh
https://culink.colorado.edu/wm/mail/fetch.html?urlid=g390718abdfa0b935ac87deac7a526da6bj9p5nljel&url=http%3A%2F%2Fwww.colorado.edu%2Fpolicies%2Fhonor.html
https://culink.colorado.edu/wm/mail/fetch.html?urlid=g390718abdfa0b935ac87deac7a526da6bj9p5nljel&url=http%3A%2F%2Fwww.colorado.edu%2Facademics%2Fhonorcode%2F

