Econ 874 : Industrial Organization Theory

Fall 2020

Professor Yongmin Chen

Office: Econ D8

Class Timgremote/online) TTH: 9:30-10:45 AM

Office Hours(remonte/aline). Wednesday1:00-5:00 AV

Recommended bookgl) The Theory of Industrial Organization by Jean Ti(d@88) MIT
Press, (2Industrial Organization: Contemporary Theory and Practicébpall, Richards, and
Norman and (3)Handbook of Industrial Organization, Vol. BIO 3, 2007, Mark Armstrong and
Robet Porter edits)HIO 3 surveys the major devadments in 10




during the smester, which will be announced in cla¥ou are responsible for dpting ©urse
information accating to announcements made in class.

Cours Schedule:
1. Introduction: Research Frameworkand Methods
8/25, 8P7

Reading:
e Tirole; Peoall et al.; Tables of ContentdlO 3.

e Varian, H."How to Build an Economic Model in Your Spare Time”, 1994, updated in 2009.
e Jmathan B. Berk, Camphd®. Harvey andDavid Hirshleifer


https://www.aeaweb.org/articles?id=10.1257/aer.96.3.756
https://www.aeaweb.org/articles?id=10.1257/aer.96.3.756

« Monika Mrazova and J. Peter NearNdt So Demandingdemand Strutire am Firm
Behavior’, AER, 2017.
- *Andrew Rhodes and Chris Wilson, “False Advarig”, RAND, 2018

Assgnment 1 (due 98):
(1) Exercise 1.1t.9 in Tirole
(2) Short rgiews ofIchihashi(2020 andRhodes and Wilso(2018)

Student Presentation1 (9/10): Ichihashi(2020) Rhodes and Wilso(2018)

3. Product Differentiation and Price Competition
9/15, 9/17, 9/22,



“Horizontal Merger Guidelines”, FTC and DOO1D.
https://www.justice.qov/sites/default/files/atr/legacy/2010/08/19H2010.pdf

Assignment 2 (due 9/29)
(1) Exercise 5.B.9; 7.17.3 in Tirole;
(2) Shot reviews of Hames(1989)and Amstrong and Vicker§019).

Student Presentaton 2 (10/1): Holmes (1989)Armstrong and Vicker§2019)

4. Dynamic Competition
10/6, 10/8, 10/13, 10/15
e Strategic Behawr: Ideasand Applications
e Dynamic Price Competition
e Dynamic Pricing Basedn Consumer Purchase Histor
= A Model of Exjpost Differentision due to Consumer Swititiy Costs (Chen, 1997)

= A Model of Ex ante Differentiation due to Hebgeneous Consumer Prefaces
(Fudenberg and Tirole, 2000)

e Repeated Interactisrand Collusion

Readings
e Ch.6inTirole
e Klempeer, Paul, “The Competitivenes$ Markets with Switchin






Chen, Y., X. Hig and K. Maskus, Interndional Protetion of Cansumer Data”Working
paper 2020.

Assignmen 4 (due 10/27) Short reviews oftte 4papers below

Student Presentationrs 4 and 5 (10/27, 10/29) Acemogluet al. (2019)Acemogluet al. (2016)
Bergemanretal. (2019);Taylor (2004)

Planning for Term Paper

6. Platform Economics
11/3, 11/5, 11/10

Readings

Goldfarb, A. and C. TuckdR019).“Digital Economic$, Journal of Economic
Literature.

*Athey, S and G. Ellison, 2011 Position Auctions with Consumer SelafcQJE.

*Eliaz, K. and Spegler, R. (2011). "ASimple Model of Search Engine Pricing."
Economic Journal, Vol.121, pp F339-

*Chen, Y. andC. He, 2011. “Paid Placement: Advertising and Search on the Internet,”
Econonic Journal.

Chen, Y. and T. Zhang, firy and Welfare in Search Markets”, Econodazirnal, 2016.
Chen, Y. and T. Zhang, “Intermediaries and Consumer Seaddt®,’2018.

*Chen Y., Z. Li and T. Zhangd;Experience Goods and Consumer Segrzf20.

*Choi, M., Y. Dai and K. Kim (2018). "Consumer Search and Price Catigret
Ecorometria

*Andrew Rhodes et al.Multiproduct Intermediari€’s(2020) JPE forthconing.
Edelman, B. and J. Wright (2014) “Price Coherence and isdvatermediabn”, QJE
2015.

Bar-lIsaac, H., Caruana, G. and V. Cunat'Search, Design and Market StructurdER,
2012.

*de Corniére, A., and Glaylor (2013) "Integration and SearEnhgine Bias," RAND
Dinerstein, M., Einav, L., Levin, J. and N. Sureiany “Consume Price Seath ard
Platform Design in Internet Commerc&ER, 2018.
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e Justin Johnson, “The Agency Model and MFN”, Review of Economic Studies, 2017

e Hagiu, A., and B. Jullien, "Search Diversion and Platform Competition,’; K0D4.

e Armstrong M, Vickers, J, and Zhou, J., féminence and Consumer Search”, RAND,
2009.

Assignment 5(due 11F): Short reviews of the papers below

Student Presenations 6 and 7 (115, 1140). Eliaz,and Spieglef2011) de Corniereand
Taylor (2013) Rhodes et a2020) Choi et al. (2018)

Working on the Term Paper

7. Innovation and Intellectual Property Rights

11/12,11/17, 11/19, 124

A. Overvien
e Basic Questionfor the Econona Analysis of Innovation
e Some Statistics about Innovation Inpatsl Outputs
e Analytical Framework

B. Market Sructure and Innovation Incentive
e The Schumpeterian View (1942)
e Arrow’s Analysis (1962): Process Innovation
e Preempting Monopoly: Gilbert and Needy (1982)
e Product Innovation: When is Arrow’s Ranking Resexi?
e Vertical Organization and Innovation Incentive
e Exclusive Contracts and Innovation



e Antitrust and Innovation

e Patent DamagéRemedies

e IPRs and Continual Innovation

e IPRs and Innovation in Developing Countries

Readings
e U.S. National Science BoardStience and Engineering Indicators 2014

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

e Arrow, K. (1962). "Economic Welfare and the Allocation of Resources for Innovations,"
R. Nelson ed. fie Rate an@irection d Inventive Activity, Princeton Uniusity Press.

e Chen, Y and T. Puttitanun (2005)ntellectual Property Rights and Innovation in
Developing Countries”, Journal of Development Economics, 784834-

e *Gilbert, R. and Newbery, D. (1982). "Praptive Pateting and the Persistence of
Monopoly," American Economic Review, 72: 51526.

e Chen, Y ad M. Schwartz (2013). “Product Innovation Incentives: Monopoly vs.
Competitiori, Journal of Economics and Managent Strategy.

e Chen, Y and D. Sappington (2010). “Inradion in Vertically Related MarketsJourral
of Industrial Economics.

e Chen, Y and D. Sgpington (2011). “Exclusive Contracts, Innovation, and Welfare”,
American Economic Journals: Microeconomics.

e ChenY. (2014) “Retisal to Deal, Irgllectual Property Rigts, and Antitrust”. Journal of
Law, Ecomomics, and Organization.

e *Chen, Y., S. Pan and EZhang (2018). Patentability, R&D Direction, and Cumulative
Innovation” Internatioral Ecanomic Review

e Chen, Y. and D. Sappitgn (2018). “An Optimal Rd for PatenDamages under
Sequential Innovation RAND.

e *Green, J. and S. Scotchmer (1995). “On tadion of Profits in Sequential
Innovation”. RAND Journal of Economics, 26:-23.

e Gilbert, R. and C. Shapiro. (1990). "OptaihPPatent Length and Bre&gdt RAND Jounal
of Economics, 21: 10642.

e Hunt, R. Q004) “Patentability, Industrial Structure, amshdvation”. Journal of Industrial
Economics.

e O’Donoghue, T., S. Scotchmer, ané.JThisse (298). “Patent Breadth, Patent &iand
the Pace of Technolagal Progres”. Journal of Economics and Managarh Srategy.
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http://www.nsf.gov/statistics/seind14/

e Scotchmer, Suzanne. 2004. Innovation and Incentwasbridge: MIT Press.

e *Segal, I. and M. Whinston. (2007) “Antitrust in Innovative Industriégherican
Economic Review

e Shapiro, C. (2016). "Patenemedies,” American Economic Revievd6l 198202.

e Vickers, John. 2010. "Competition Pojiand Property Rights." Economic Journal, 120:
375392.

Assignment 6 (due 123): (1) Exercise 10.1:0.10in Tirole; (2) Discuss an issue or a case
related to patemtg or innovation.

12/1, 12/3: working on theterm paper.

Term paper due on 12/10, before oat 9pm.
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http://www.colorado.edu/policies/student-classroom-and-course-related-behavior
https://www.colorado.edu/sccr/sites/default/files/attached-files/2019-2020_student_code_of_conduct_0.pdf
https://www.colorado.edu/sccr/sites/default/files/attached-files/2019-2020_student_code_of_conduct_0.pdf
https://www.colorado.edu/healthcenter/coronavirus-updates/symptoms-and-what-do-if-you-feel-sick

environment. Information on requesting accommodations is located on thdifyiServices website
Contact Disability Services at 3@®2-8671 ordsinfo@colorado.edfor further assistancdf you have a
temporary medical condition, séemporary Medical Conditicgon the Disability Services website.

Preferred Student Names and Pronouns

CU Boulder recognizes that students' legal information doesn't always align with how they identify.
Students may update their preferred names and pronouns via the studentipmstapreferred names and
pronouns are listed on instructors' class rosters. In the absence of such updates, the name that appears on
the class roster is the student's legal name.

Honor Code

All students enrolled in a University of Colorado Boulder couregesponsible for knowing and
adhering tahe Honor Code. Violations of the policy may include: plagiarism, cheating, fabrication,
lying, bribery, threat, unauthorized access to ac
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