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Econ 8747: Industrial Organizatio n Theory  
 

Fall 2017 
 
Professor Yongmin Chen 
Office: Econ 112  
Class Time/Location: 9:30-10:45 AM. MW; ECON 5 
Office Hours: 3:00-5:00 PM on Monday 
 
Course Description: Industrial organization studies the behavior of firms and the functioning of 
markets, as well as the role of public policy in promoting efficiency.  The course will cover 
selected topics in industrial organization theory.  Recommended textbooks include: (1) The 
Theory of Industrial Organization by Jean Tirole, MIT Press, and (2) Industrial Organization: 
Contemporary Theory and Practice by Pepall, Richards, and Norman. A good source for references 
is the Handbook of Industrial Organization, Vol. 1, 2, and 3. HIO3 (2007, Mark Armstrong and 
Robert Porter edits) surveys the major developments in IO since Tirole.  
 
Grading: Grades are based on homework and class participation (30%), a midterm exam (40%), 
and a term paper (30%; presentation + the paper).  You are encouraged to form study groups to 
discuss homework and lecture materials.  Requirements for the term paper will be discussed 
later.  
 

The course materials are arranged by topics (the topics are listed below), and each topic is 
usually covered in several classes. Tirole remains the classic graduate IO textbook, and you are 
encouraged to read the entire book and work out the exercise problems there (even though we 
only cover a few parts of the book in the course). You will also be asked to write short 
reviews/discussions (each review/discussion is 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 announced in class.  It is your responsibility to update course information 
according to announcements made in class. 
 
Course Schedule: 
1. Introduction 
 
2. Monopoly Pricing 
 

�x Monopoly pricing: an overview 
�x Price discrimination and differential pricing 
�x Nonlinear pricing 
�x Dynamic pricing (learning consumer demand, durable-�J�R�R�G���S�U�L�F�L�Q�J�����«�� 
�x Product bundling 
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Readings: Tirole Ch. 1 
�x �0�D�V�N�L�Q�����(�������D�Q�G���-�����5�L�O�H�\�����³�0�R�Q�R�S�R�O�\���Z�L�W�K���,�Q�F�R�P�S�O�H�W�H���,�Q�I�R�U�P�D�W�L�R�Q�´�����5�$�1�', 1984.  
�x �9�D�U�L�D�Q�����+�������³�3�U�L�F�H���'�L�V�F�U�L�P�L�Q�D�W�L�R�Q���D�Q�G���6�R�F�L�D�O���:�H�O�I�D�U�H�´�����$�(�5������������������������-875.  
�x B�D�J�Z�H�O�O���D�Q�G���5�L�R�U�G�D�Q�����³�+�L�J�K���D�Q�G���G�H�F�O�L�Q�L�Q�J���S�U�L�F�H�V���V�L�J�Q�D�O���S�U�R�G�X�F�W���T�X�D�O�L�W�\�´�����$�(�5���������������� 
�x * Iñaki Aguirre, Simon Cowan and John Vickers�����³Monopoly Price Discrimination and 

Demand Curvature�´�����$�(�5�������������� 
�x *Bergemann, D., Brooks, B., and S. Morris. "The Limits of Price Discrimination,"  AER, 

2015 
�x Weyl, E. Glen and Michal Fabinger. "Pass-Through as an Economic Tool: Principles of 

Incidence under Imperfect Competition."  Journal of Political Economy, 121(3): 528-583, 
2013. 

�x Chen, Y. and M. Schwartz. �³�'�L�I�I�H�U�H�Q�W�L�D�O���3�U�L�F�L�Q�J���:�K�H�Q���&�R�V�W�V���'�L�I�I�H�U�����$���:�H�O�I�D�U�H��

�$�Q�D�O�\�V�L�V�´����RAND, 2015. 

�x �0�F�$�I�H�H�����0�F�0�L�O�O�D�Q�����D�Q�G���:�K�L�Q�V�W�R�Q�����³�0�X�O�W�L�S�U�R�G�X�F�W Monopoly, Commodity Bundling, and 
�&�R�U�U�H�O�D�W�L�R�Q���R�I���9�D�O�X�H�V�´�����4�-�(������������������������-384.  

�x �&�K�H�Q�����<�����D�Q�G���0�����5�L�R�U�G�D�Q�����³�3�U�R�I�L�W�D�E�L�O�L�W�\���R�I���3�U�R�G�X�F�W���%�X�Q�G�O�L�Q�J�´�����,�Q�W�H�U�Q�D�W�L�R�Q�D�O���(�F�R�Q�R�P�L�F��
Review, 2013.  

�x Chen, Y and T. Zhang, 2015. �³�,�Q�W�H�U�S�H�U�V�R�Q�D�O���%�X�Q�G�O�L�Q�J�´����Management Science. 
 

Assignment 1: (1) Exercise 1.1-1.9 in Tirole; (2) Review one starred article; (3) Discuss product 
bundling practices in an industry, such as the telecommunications industry  
 

2. Product Differentiation and Price Competition 
  

�x A Historical Overview 
�x Spatial Models of Product Differentiation 
�x The Representative Consumer Approach 
�x Discrete Choice Models 
�x Applications: Evaluating Horizontal Mergers 

 
Readings: Ch. 5, 6, 7 in Tirole 

�x Hotelling, H. (1929). "Stability in Competition", Economic Journal, vol. 39, pp. 41-57.  
�x 
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�x Anderson, S.P., de Palma, A. and Thisse, J-F. (1992). Discrete Choice Theory of Product 
Differentiation, Cambridge: The MIT Press.  

�x D�H�Q�H�F�N�H�U�H�����5�����D�Q�G���&�����'�D�Y�L�G�V�R�Q�������������������³�,�Q�F�H�Q�W�L�Y�H�V���W�R���I�R�U�P���F�R�D�O�L�W�L�R�Q�V���Z�L�W�K���%�H�U�W�U�D�Q�G��
�F�R�P�S�H�W�L�W�L�R�Q���´���5�$�1�'���-�R�X�U�Q�D�O���R�I���(�F�R�Q�R�P�L�F�V����������-486.  

�x �6�K�D�N�H�G���D�Q�G���6�X�W�W�R�Q�������������������³�5�H�O�D�[�L�Q�J���3�U�L�F�H���&�R�P�S�H�W�L�W�L�R�Q���W�K�U�R�X�J�K���3�U�R�G�X�F�W��
Different�L�D�W�L�R�Q�´�����5�H�Y�L�H�Z���R�I���(�F�R�Q�R�P�L�F���6�W�X�G�L�H�V������-13.  

�x Chen, Y. and M. Riordan (2008), �³�3�U�L�F�H-�,�Q�F�U�H�D�V�L�Q�J���&�R�P�S�H�W�L�W�L�R�Q�´�����5�$�1�'��  
�x �6�W�R�O�H�����/�D�U�V�����³�3�U�L�F�H���'�L�V�F�U�L�P�L�Q�D�W�L�R�Q���L�Q���L�P�S�H�U�I�H�F�W�O�\���F�R�P�S�H�W�L�W�L�Y�H���P�D�U�N�H�W�V���´���+�,�2������ 

 
Assignment 2: (1) Exercise 5.1-5.9; 7.1-7.3 in Tirole; (2) D
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4. Consumer Search 
(a) Price Search in Homogeneous-Product markets 

--�6�D�O�R�S���D�Q�G���6�W�L�J�O�L�W�]�¶�V���³�%�D�U�J�D�L�Q�V���D�Q�G���5�L�S�R�I�I�V�´ 
--�9�D�U�L�D�Q�¶�V���P�R�G�H�O���R�I���V�D�O�H�V 
--�'�L�D�P�R�Q�G�¶�V���3�D�U�D�G�R�[ 
--�6�W�D�K�O�¶�V���P�R�G�H�O���R�I���V�H�T�X�H�Q�W�L�D�O���V�H�D�U�F�K 
 

(b) Product Search in Differentiated-Products Markets



http://www.nsf.gov/statistics/seind14/
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�x �&�K�H�Q�����<���D�Q�G���'�����6�D�S�S�L�Q�J�W�R�Q�������������������³�,�Q�Q�R�Y�D�W�L�R�Q���L�Q���9�H�U�W�L�F�D�O�O�\���5�H�O�D�W�H�G���0�D�U�N�H�W�V�´�����-�R�X�U�Q�D�O��

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
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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 

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

