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PREREQUISITES: Economics 278, or IB&M 220.

READINGS: The textbook for the course is Waldman and Jensen, Industrial Organization: Theory and Practice, 2nd edition (2001) (hereafter denoted W&J).  I will also expect you to read The Wall Street Journal on a daily basis – the WSJ provides a solid overview of business, and it deals on a regular basis with issues involving a wide variety of industries.  Other required readings (non starred items) listed in the syllabus will be on reserve at the following website:

http://courseinfo.dickinson.edu/courses/ibm300A-econ350-sp01/      

A number readings (both starred and non starred) are from two books which are out of print -- Douglas Greer Industrial Organization and Public Policy (3rd ed., 1992) and Scherer and Ross Industrial Market Structure and Economic Performance (3rd ed., 1990).  Greer is at a bit lower level than is Scherer and Ross.  For material that is covered in both texts, or in W&J, you can use whichever text seems more appropriate. 

OLD EXAMS: A xerox packet containing previous exams in this course will be available from Anna McPherson (x1177), the IS department secretary, 2nd floor of Biddle House.  If you call her prior to going over, she can make sure she has a copy ready for you.  The problems contained on the old exams provide one of the best methods of understanding what will likely be on exams this semester.  I will hold a review session prior to each midterm where we can discuss these questions.  You are, of course, welcome to discuss your solutions with me at any time.

EXAMS: There will be three midterms and no final.  Exam dates will be set based on when we end our coverage of sections.  The first midterm will cover Sections I-III, coverage for the second midterm will be decided as the class progresses.  The midterms are not cumulative.  (I am willing to give the exams outside of the actual class period, for a small class that is easy to work out.  It also allows us to use a class period as a problem review session, prior to taking each midterm.)

KEEPING CURRENT ABOUT INDUSTRIAL ORGANIZATION: I expect you to e-mail me at least once a week with a synopsis of the article you found most interesting during the past week in either the WSJ or other daily or weekly news publication.  Each e-mail must list the date and page number(s) of the article, as well as a brief description of the article and an analysis of how this fits into the course.  Remember, oftentimes these articles are written by non-economists, if you see assertions that you think are wrong, you may well be right – perceptive critiques of articles are more informative then book reports. I reserve the right to forward the best of these e-mails back to the entire class.

PRESENTATION: You are required to give an industry specific presentation.  Members of class will break into 3 or 4 groups at the start of the semester, and will choose an industry based on their interests.  If you have an industry in mind, please feel free to talk to me about it.  In many instances, I can offer suggestions for how to proceed with your analysis.  Each group will work over the course of the semester to become an expert in one industry in order to discuss the current state of affairs in that industry.  The last part of the course will be devoted to these case studies.  Each group will prepare a class-long presentation on their chosen industry.  The final four classes, April 23, 25, 30 and May 2 will tentatively be the dates for group presentations.  These presentations will be based, in part, on WSJ readings, but will expand from there to other sources as appropriate for each topic.  Order of presentation will be determined by group consensus, or by drawing lots.  Presentations should be professionally organized and polished (i.e. Powerpoint is appropriate).

ASKING QUESTIONS: I wish to explicitly encourage classroom participation.  If you have a question about something that I have (or have not) said, then it is likely that others around you are also confused.  The lectures may seem to move slower if many questions are asked but I believe that much more learning occurs in such an interactive environment.  This is especially at the end of the semester, when your colleagues will be presenting their case studies.  Everyone will be expected to come to class PREPARED during this time -- you should think of at least 2-3 questions about the presenter’s industry that you can ask the presenter.  You can find out about each industry by searching for materials on the web.  I expect each of you to e-mail me those questions one day in advance of each presentation. 

GRADING CRITERION: Each exam is graded on a curved (as opposed to an absolute) scale.  You will receive a numerical score on each exam an indication of the letter grade attached to that score.  Each exam is worth one third of your grade, with the adjustments noted below.  Presentations can affect your grade if they are especially good, or especially bad.  A normal presentation will not affect your final grade in either way, but an exceptionally good one will increase your final grade by one half grade in the positive direction, and an exceptionally bad one will decrease your final grade by the same amount.  Classroom participation during the case study presentations, and WSJ synopses can also affect your grade if they are especially good, or bad and if your grade is on the border between two grades.  I expect to have an active, and engaged class during the student case study presentations (i.e. you will be graded down for sleeping, or not showing up, or not e-mailing me questions, during this part of the course).

SYLLABUS

(* denotes optional reading)

I. INTRODUCTION: WHAT IS INDUSTRIAL ORGANIZATION?

   *  
Scherer, 1996, Chapter 1


W&J, Chapters 1 and 2

            Review portions of your intermediate microeconomics or managerial economics text concerning competitive, monopoly, monopolistic competition, and oligopoly markets.

   *       Richard Caves, "The Structure of American Industry," in Martin Feldstein, ed. THE AMERICAN ECONOMY IN TRANSITION (University of Chicago Press, 1980) pp. 501-545     

II. THE MODERN CORPORATION AND ITS BEHAVIOR

     
W&J, Chapter 3  

    *
Scherer and Ross, Chapter 2, especially pp. 38-55.

    *      J. K. Galbraith, THE NEW INDUSTRIAL STATE 3rd revised ed. (Boston, Houghton Mifflin, 1978) chapters 1-3, 15

    *      Robin Marris, "Galbraith, Solow, and the Truth about Corporations," THE PUBLIC INTEREST, No. 11 (Spring 1968) pp. 37-47

    *      Richard M. Cyert and James March, A BEHAVIORAL THEORY OF THE FIRM (Prentice Hall, 1963) pp. 99-112

III. THE INTERACTION OF BUSINESS FIRMS

W&J, Chapter 7, pp. 183-210 (don’t get bogged down in the math) for quantity based (Cournot) and Stackelberg models.

W&J, Chapter 7, pp. 210-212 and Chapter 12, pp. 359-361 (think geometry, not algebra) for price based (Bertrand) model.

            W&J, Chapter 6, especially through p. 172 for game theory.

  *        Thomas Schelling, THE STRATEGY OF CONFLICT, (Harvard University Press, 1980), pp. 21-28, 53-80 (for a more accessible introduction to game theory)

  *        Scherer and Ross, pp. 199-226 (the appendix to this chapter may also be useful, but don't become bogged down in the mathematics) (for the Bertrand Model)

  *        Hal Varian, INTERMEDIATE MICROECONOMICS: A MODERN APPROACH, second edition (Norton, 1990), pp. 440-474 (for the Cournot Model)

   *      Thomas Schelling, CHOICE AND CONSEQUENCES: PERSPECTIVES OF AN ERRANT ECONOMIST, (Harvard University Press, 1984) pp. 213-242 – great introduction to game theory.

IV. ELEMENTS OF MARKET STRUCTURE

   A. Concentration of Sellers and Buyers


W&J, Chapter 4

     *    
Greer, chapter 7

     *    
Scherer and Ross, pp. 57-90 and chapter 14

     *    Douglas Needham, THE ECONOMICS OF INDUSTRIAL STRUCTURE, CONDUCT AND PERFORMANCE, (St. Martin's Press, 1978) chapter 8     

     *    A. Michael Spence, "Contestable Markets and the Theory of Industry Structure: A Review Article," JOURNAL OF ECONOMIC LITERATURE, 1983, pp. 981-990

     *    William J. Baumol, "Contestable Markets: An Uprising in the Theory of Industry Structure," AMERICAN ECONOMIC REVIEW, March 1982, pp. 1- 15

     *    M. E. Porter, INTERBRAND CHOICE, STRATEGY, AND BILATERAL MARKET POWER, (Harvard University Press, 1976) chapter 2

   B. Product Differentiation

          W&J, Chapter 12

     *   Greer, chapters 5 and 6

C. Barriers to Entry

          W&J, Chapter 5 and Chapter 12, pp. 384-6

     *   O. E. Williamson, "Selling Expense as a Barrier to Entry," QUARTERLY JOURNAL OF ECONOMICS (February 1963) pp. 112-128 (a lot can be obtained from this article without wading through the mathematics)

   D. The Multimarket Firm

          W&J, Chapter 15, especially pp. 468-471.

      *   Scherer and Ross, pp. 90-96

      *   Douglas Needham, THE ECONOMICS OF INDUSTRIAL STRUCTURE, CONDUCT AND PERFORMANCE, (St. Martin's Press, 1978) chapter 9

      *   A. D. Chandler, THE VISIBLE HAND: THE MANAGERIAL REVOLUTION IN AMERICAN BUSINESS (Harvard University Press, 1977) pp. 285-376

   E. Structure within Industries

          R. E. Caves and M. E. Porter, "From Entry Barriers to Mobility Barriers: Conjectural Decisions and Contrive Deterrence to New Competition," QUARTERLY JOURNAL OF ECONOMICS, May 1977, pp. 241- 261 

V. MARKET CONDUCT

  A. Pricing in the Short Run


W&J, Chapter 8 & 9

     *     Greer, chapters 12 and 13

     *     Scherer and Ross, pp. 285-294, browse pp. 306-315 and 502-508

B. Pricing in the Long Run

           W&J, Chapter 10 and 14

     *    Greer, chapter 14

     *    Scherer and Ross, pp. 374-405

     *    A. Michael Spence, "Entry, capacity, investment and oligopolistic pricing," BELL JOURNAL OF ECONOMICS, Autumn 1977, pp. 534-544 (a lot can be obtained from this article without wading through the mathematics)

  C. Nonprice Competition

W&J, Chapter 11 and Chapter 12, pp. 373-374 (on the simple version of Dorfman-Steiner)

            F. M. Scherer, "The Breakfast Cereal Industry," in Walter Adams, ed. THE STRUCTURE OF AMERICAN INDUSTRY, 8th edition, (MacMillan, 1990) 

    *      CONSUMER REPORTS, "Monopoly on the Cereal Shelves?" February 1981, pp. 76-80

    *     Douglas Needham, THE ECONOMICS OF INDUSTRIAL STRUCTURE, CONDUCT AND PERFORMANCE, (St. Martin's Press, 1978) pp. 83-98 (understand the "simple" Dorfman-Steiner proof.)  (This is an alternative presentation of pp. 373-374 of W&J.)

    *      Greer, chapters 16 and 17

    *      Mark S. Albion and Paul W. Farris, THE ADVERTISING CONTROVERSY, (Auburn House, 1981).

    *      Erfle, Stephen “Persuasive Advertising and Consumer Welfare,”  PENNSYLVANIA ECONOMIC REVIEW, Fall 1992, pp. 14-30.

VI. MARKET PERFORMANCE

   A. Efficient use of Resources


W&J, reread chapter 2 and Chapter 16

          Greer, pp. 589-612 and 621-627  OR  Scherer and Ross, Chapter 18

      *  Harvey Leibenstein, "Allocative Efficiency vs. X-efficiency," AMERICAN ECONOMIC REVIEW, June 1966, pp. 392-412

      *  O. E. Williamson, "Economies as an Antitrust Defense: The Welfare Tradeoffs," AMERICAN ECONOMIC REVIEW, March 1968, pp. 18-36

      *  Michael W. Pustay, "The Social Costs of Monopoly and Regulation: An Empirical Evaluation," SOUTHERN ECONOMIC JOURNAL, October 1978, pp. 583-591

   B. Economic Progress (Dynamic efficiency)


W&J, Chapter 13

      *   Greer, chapters 23-24  OR  Scherer and Ross, chapter 17

   C. Social dimensions

          Greer, pp. 612-620

     *   William G. Shepherd, THE ECONOMICS OF INDUSTRIAL ORGANIZATION, 2nd edition, (Prentice Hall, 1985) pp. 151-160

     *    Lester M. Salamon and John J. Siegfried, "Economic Power and Political Influence: The Impact of Industry Structure on Public Policy," AMERICAN POLITICAL SCIENCE REVIEW, September 1977, pp. 1026-1043

