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Course 
Industrial Organization (I/O) is one of the fast growing areas of 
Description:
applied  microeconomics.  We will use our understanding of imperfect competition and market asymmetries to make sense out of firm interactions in dynamic and uncertain settings.  
Objectives:
Industrial Organization (I/O) uses the tools of microeconomics to analyze the behavior of firms that are trying to operate in a business environment that is neither monopolistic nor perfectly competitive.  This course will present some of the basic ideas of Industrial Organization and illustrate the importance of (I/O) when we examine real world situations.  More formally, the objectives include:

1. Students will gain a better understanding of different market structures; 
2. Students will have a deeper understanding of imperfect competition;
3. Students will learn about different pricing practices (non-linear, price discrimination, etc.); 
4. Students will be introduced to game theory and understand how different strategies affect outcomes in an oligopolistic markets;
5. We will also discuss the welfare aspects of imperfect competition and the policy options (i.e., regulation, deregulation, antitrust) available..  

Prerequisites: 
ECN 150, 151, and junior standing; or, permission of instructor

Text (Required):


Pepall, Richards, et al., Industrial Organization: Contemporary Theory and Practice, 2nd ed., South-western Thomson Learning.  
Grading 

and Exams: 
Your grade in this course will be based on three homework assignments (30 percent of grade), a midterm examination (30 percent of grade), and a final examination (40 percent of your grade).   
My grading range is the following:

Average Score






Letter Grade

100-93







   A

92-89







   B+

88-83







   B

82-79







   C+

78-71







   C

70-60







   D

59 or below






   F

Homework: Throughout the semester, you will be assigned six homework assignments.  You will only need to turn in three of the six assignments.  It would still be a good idea to practice working through the other homework sets just to make sure you’re comfortable with the material—exam questions will, in many cases, be VERY similar to the stuff you see on the homework sets.  A due date will be announced, and late assignments will be penalized at a rate of 10 percent per day late.  If you know you’re going to be late, please turn homework assignments in ahead of time.  
Exams: The midterm and final exam will be in essay form.  The final exam will be given in class at the normal exam time. 
Attendance and “Fairness”: I believe in the freedom of individual choice.  You are free 

to choose between attending class and not attending class.  There will be no penalty for skipping, nor will there be any monitoring or “mark-up” for those of you who attend regularly.  In sum, this class is a record of what you did do; it is not about what you could have, should have, or would have done had circumstances been different.  People learn in hundreds of different ways, so you are free to approach this class in any way you desire.  

Honor Code:
Cheating is not tolerated.  Don’t cheat.  The Honor Code is enforced 
during all tests.

University Policy for Students with Disabilities: Students with a documented disability 

should inform the instructor at the close of the first class meeting.  This instructor will 

refer you to the Office of Student Services (SSS) for consultation regarding evaluation, 
documentation of your disability, and recommendations for accommodation, if needed.  
Students will receive from SSS the Faculty Accommodation Form.  On this form, SSS 
will identify reasonable accommodations for this class.  The form must be given to the 
instructor for signature and then returned to SSS.  To take full advantage of disability 
services, it is recommended that students contact SSS immediately.  This office is located 
on the third floor of the Connell Student Center.  
Exam Dates and Cancellations:

Final Exam:  
Friday, May 4, 7-10 pm

This semester will be a hectic one for me.  I have been asked to travel to Nairobi, Kenya to make a presentation titled “What Economic System for Africa” at the Mont Pelerin Society Meetings.  While I’m extremely excited about this opportunity, it does mean that we’re going to have to cancel several classes in late February/early March.  In addition, there will be a couple of other cancellations that arise when unexpected travel takes me away from Macon for a couple of days.  Due to the large number of cancellations, we’re going to have to make up some classes at times that are relatively convenient for you all.  In all likelihood, we’ll run a make up session on a Friday afternoon or a Saturday morning.  Here are the days that we will definitely NOT be having class:

*No class on Monday, February 26, 2007*

*No class on Wednesday, February 28, 2007*

Course Outline (Tentative and Subject to Change)
I.  Introduction and Review
Week 1: An Introduction to Industrial Organization 

Read: Chapter 1 
Week 2: A Review of Microeconomics and Discussion of Market Structure

Read:
Chapters 2 & 3
Week 3: Technology and Costs


Read: 
Chapter 4
II.  Monopoly Power and Practice
Week 4: Price Discrimination


Read: 
Chapters 5 & 6
Week 5: Product Variety and Quality


Read: 
Chapter 7
Week 6: Commodity Bundling and Tie-In Sales


Read: Chapter 8

III.  Game Theory and Oligopoly
Week 7: Static Games and Cournot Competition


Read Chapter 9

***In Class Mid-term Examination on Wednesday, February 23, 2006***

***NO CLASS IN WEEK 8 (February 26, 28)***
Spring Break: March 6-10
Week 9: Price Competition

Read: Chapter 10
Week 10: Dynamic Games and First and Second Movers

Read: 
Chapter 11
IV.  Anticompetitive Strategies
Week 11: Limit and Predatory Pricing

Read:
Chapters 12 & 13
Week 12: Price-Fixing and Collusion

Read: Chapters 14 & 15
V.  Contractual Relations Between Firms
Week 13: Horizontal Mergers, Vertical and Conglomerate Mergers, and Price Restraints

Read: 
Chapters 16-19
VI.  Nonprice Competition
Week 14: Advertising

Read:
Chapters 20-21
Week 15: Research & Development and Patents & Public Policy

Read:
Chapters 22 & 23
