THE UNIVERSITY OF THE WEST INDIES, MONA
ECON6052: Industrial Organization II
Semester 2, 2020-21
Pre-requisites: ECON6004, ECON6051, ECON2017, or permission of Lecturer 
Lecturer: Peter-John Gordon

Lectures: M 11:00 pm – 1:00 pm; W 12:00 noon – 1:00 pm.
Office Hours: M 9:00 – 11:00 am, W 10:00 am – 12:00 noon*

Description
This course teaches further the theoretical tools used in modern Industrial Organization and builds on the material covered in ECON6051 – Industrial Organization I.  The aim of this course it to apply the insights of microeconomic theory to understand important issues observed in the business world.
The Bertrand Paradox and solutions will be examined.  Collusion and factors facilitating it will be considered.  Product Differentiation and the role of advertising will be explored.  Natural monopoly and contestability as well as barriers to entry will be studied.  Limit pricing and predation for merger will be covered. 

This course is highly theoretical.  Students will make extensive use of their first year Microeconomic Theory and Game Theory.

Learning Outcomes. 
Upon successful completion of the course, the student should be able to:

· Explain the Bertrand Paradox and solutions to it.

· Demonstrate competence in Cournot Analysis
· Understand Concentration Indices and their relation to industry profitability
· Explain Collusion and Price Rigidities
· Explain product selection and non-price competition by firms
· Understand factors affecting Entry, Accommodation and Exit
· Understand the role of information in competition
Modes of Delivery

Three hours of lectures per week.  Some of these lecture hours will be used for problem solving sessions.
Assessment
A mid-semester exam (40%) and a final exam (60%).  Material covered on the mid-semester will not be re-examined on the final.
Syllabus
1. Strategic Interaction

· Introduction

Tirole Pages 205 – 208
2. Short-Run Price Competition

· The Bertrand Paradox

· Decreasing Returns to Scale and Capacity Constraints

· Traditional Cournot Analysis

· Concentration Indices and Industry Profitability

Tirole Ch. 5 
3. Dynamic Price Competition and Tacit Collusion

· Conventional Wisdom (Factors Facilitating and Hindering Collusion)

· Static Approaches to Dynamic Price Competition

· Supergames

· Price Rigidities

· Reputation for Friendly Behaviour

Tirole Ch. 6 
4. Product Differentiation: Price Competition and Non-Price Competition

· Spatial Competition

· Monopolistic Competition

· Advertising and Informational Product Differentiation

Tirole Ch. 7 
5. Entry, Accommodation and Exit

· Fixed Costs: Natural Monopoly and Contestability

· Sunk Costs and Barriers to Entry: The Stackelberg-Spence-Dixit Model

· A Taxonomy of Business Strategies

· Prices versus Quantities

Tirole Ch. 8 
6. Information and Strategic Behaviour: Reputation, Limit Pricing and Predation 

· Static Competition under Asymmetric Information

· Dynamics: A heuristic Approach

· Accommodation and Tacit Collusion

· The Milgron-Roberts Model of Limit Pricing

· Predation for Merger

· Multimarket Reputation

· The “Long Purse” Story

Tirole Ch. 9 
Additional Topics and/or References may be given during the course of the class.

Resources
Prescribed

· Tirole, Jean. 1988. Industrial Organization. Cambridge: MIT Press.
I will follow this text very closely.  This remains the seminal text in Industrial Organization despite its age.  It gives the best survey of the subject.  
In order to maximize the benefit for this course, students should see the problem sets as a learning tools to be taken seriously.  Every attempt should be made to work these problems, first individually, then collectively, before solutions are provided in class.

*Persons who find it impossible to see me doing these times can make an appointment for a consultation at a mutually convenient time. 
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