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Course Aims and Objectives 

To understand the structure of different types of market, and how firms behave strategically in a number of contexts. We will use economic models, normally game-theoretic, to isolate each issue and understand the strategies of firms and consequent outcomes for the market. A recurrent question will be how competitive markets are.

Rubric

Lectures are on Thursday evenings of Trinity term, starting at 5pm. There will be 2 hours of lectures with additional time for class discussion and student presentations. There will be final exam counting for 60% of the final mark. Students have the option of making a presentation during the course or writing an essay; this counts for the remaining 40%.

Readings

An excellent reference for many of these topics is:
Jean Tirole, The Theory of Industrial Organization

Lecture slides will be given out for each lecture.

In addition the papers listed below are recommended reading. 



Lectures 1 & 2

Oligopoly, entry and market structure

· Mankiw & Whinston, “Free entry and social Inefficiency”, 1986.  RAND Journal of Economics, 17(1). Available from Harvard University Department of Economics website.
· Sutton, J. “Market Structure: Theory and Evidence”, 2006. Available on John Sutton’s LSE personal webpage. 

Strategy: influencing expectations, forming reputations

· *Strategy: Tirole 8.3-8.5
· Dixit (1980), “The role of Investment in Entry Deterrence”, Economic Journal Vol. 90(357), p95-106. Article available on Business Source Complete. 
· Kreps & Wilson (1982), “Reputation & Imperfect information”, Journal of Economic Theory Vol. 27(2), p253. Article available on Business Source Complete.

Vertical integration
· *Tirole, Ch. 4
· Whinston (1990),"Tying, foreclosure, and exclusion," American Economic Review, Vol. 80(4), p837-859
Article available on Business Source Complete. 
· Bernheim, B.D. and M. Winston (1998), "Exclusive Dealing", Journal of Political Economy Vol. 106(1), p64
Article available on Business Source Complete.


Lecture 3: Advertising

· *Bagwell, (2007) “The economic analysis of advertising”, Handbook of Industrial Organization, Vol. 3, Ch. 28
Chapter available on Science Direct Books. Earlier version available from Columbia University’s Department of Economics website – click here.

Lecture 4: Standards, switching costs, and network effects

· *Farrell, Klemperer, Coordination and lock in: competition with switching costs and network effects, (2007), Handbook of Industrial Organization, Vol. 3, Ch. 31
· Katz, M. and C. Shapiro (1986), "Technology adoption in the presence of network externalities," Journal of Political Economy Vol. 94(4), p822-841. Article available on Business Source Complete.
· Farrell, J. and G. Saloner (1985), "Standardization, Compatibility, and Innovation", Rand Journal of Economics Vol. 16(1), p70-83. Article available on Business Source Complete. Paper available on Social Science Research Network.


Lecture 5: Price Discrimination (Guest lecture by Simon Cowan)


Lecture 6: Patents and R&D
· *Scotchmer, S. (1991),"Standing on the shoulders of giants: cumulative research and the patent law," Journal of Economic Perspective Vol. 5(1), p29-41
Article available on Business Source Complete.
· Gilbert, R. and C. Shapiro (1990),"Optimal patent length and breadth," Rand Journal of Economics Vol. 21(1), p106-112
Article available on Business Source Complete. 
· Klemperer P. (1990),"How broad should the scope of patent protection be?," Rand Journal of Economics Vol. 21(1), p113-130
Article available on Business Source Complete. Sakakibara, M. and L. Branstetter (2001), "Do Stronger Patents Induce More Innovation? Evidence from the 1988 Japanese Patent Law Reforms", Rand Journal of Economics Vol. 32(1), p77-100
Article available on Business Source Complete. 


Lecture 7: Models of financial markets
· Vives, X. (2008): Information and Learning in Markets, Princeton University Press
· Kyle, A.S. (1989): “Informed Speculation with Imperfect Competition,” Review of Economic Studies, 56 (187): 317-356.
· Weretka (2007), “Endogenous Market Power”, mimeo
· Almgren, Thum, Hauptmann, Li: “Endogenous market power” (summary)
· Huberman, G., and W. Stanzl (2004): “Price Manipulation and Quasi-Arbitrage,” Econometrica, 72 (4): 1247-1276.
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