Syllabus

Economics 406 – Industrial Organization
Instructor:  Professor Kosnik




Course Time:  TR 5:00-6:15 p.m.

Office:  310B Linfield Hall,  Phone: x6637


Course Place:  Linfield Hall 109

Email:  lkosnik@montana.edu



Office Hours:  Wednesdays 4-6 p.m.

Website:  http://lkosnik.pageout.net



Final Exam:  December 15, 8p.m.

Website Registration Password:  Blue

Synopsis:

Why do firms exist?  What are the determinants of market power?  How do firms create and protect market power, and when are antitrust enforcement or regulatory action appropriate responses to the creation or exercise of market power?  Seeking answers to these fundamental questions about the building blocks of our competitive economy is the basis of the study of industrial organization.  In this introductory course we will go over the basic tools and concepts utilized in the study of industrial organization, as well as spend a significant amount of class time analyzing case studies.  This course will be based partly on the traditional lecture method and partly on the case study method.  Case discussions are different from general class discussions because you will be called upon to evaluate a particular issue in the context of a set of available facts.  Consequently, you can not simply rely on memorization or a mechanistic application of the theory presented in the textbook.  You will have to think independently, and you will be rewarded most when you think outside of the box.  This form of instruction may be new for many students, but it is typical of an advanced IO course in graduate or MBA school, and frankly, most students find it a lot of fun.  At the end of the course, you should feel confident engaging in educated discussions on such contemporary issues as antitrust policy and the Microsoft case, regulatory policy and the California electricity market, monopolistic competition and the Gillette fountain pen, and more.

Requirements:


You should have a sound understanding of intermediate microeconomics to do well in this course (Econ 301 or equivalent).  This requirement really is in your own best interest.

Main Text:

D.W. Carlton & J.M Perloff,  Modern Industrial Organization (3rd Edition), Addison Wesley Longman:  2000.

Additional Readings:  Basic readings on the case studies listed in the tentative course outline will be handed out in class.  You are expected to supplement your knowledge of each chosen topic by independent research on the web, in the library, or wherever else you can find it.  Discussion of the topics with fellow classmates is allowed, even encouraged.  While you are expected to individually supplement your readings on each chosen topic, do not feel that every topic deserves the input of a lengthy research paper.  Remember that your critiques are only expected to be 1-2 pages, and only if you are overwhelmingly stimulated should you feel the need to put in more than a limited number of hours on each case study.  After the first few critiques, I am sure you will get the hang of it.
Grading: 


1 midterm:  25%


1 final:  35%


1 case study presentation:  15%


case study critiques:  10%


problem sets:  10%


class participation:  5%

There will be two exams:  a midterm and a final.  The midterm will be given in class on Thursday, October 23, and the final at a date and time to be determined.  

In addition, several case studies will be assigned for in-class discussion.  Early in the term you will be divided into groups of 2-3 students and assigned a case study.  Together with your team members, you will be expected to lead the discussion in class on the case study assigned; part of your grade will be determined by the presentation you make.  For each case study, everyone will be required to write (type) a one to two page summary/critique, which you should be prepared to discuss in class and which you are required to hand in at the beginning of class prior to the discussion.  If you miss the class in which the case study is discussed, you will be docked one grade level on that critique.  The success of the case study method depends on your participation.  Cases can not simply be read before you walk into class.  You must spend some time thinking about the issues and interpreting the available data on each case.  As is true with most things in life, there will not be a single way to interpret the data or analyze the topics.  You should come to class thoroughly prepared on the facts surrounding each case, and I will feel free to call upon students randomly during the class discussions.  

I will also hand out several problem sets during the course, which will be graded on a 1 (satisfactory) and 0 (unsatisfactory) basis.  They will serve as training for the types of questions that will be asked on the midterm and final exams.

Throughout the course (and especially during your fellow student’s presentations) I expect active class participation; 5 percent of your grade will be based on it.  You should plan to speak up during class at all times.

Tentative Course Outline

This schedule will be followed as closely as possible, but, as may happen, we may at points in the course find ourselves a little ahead, or a little behind of schedule.  To keep abreast of what will be required of you in the exams your best bet is to come to class.  Your second best bet is to check the course website for announcements and updates (http://lkosnik.pageout.net).  You are expected to read all required material BEFORE coming to class – believe me, this is in your best interest as it will aid in your understanding of the material, and also help you to participate in what I hope will be an active and lively classroom discussion.


Week
Topic

Text

1 Introduction &
Chapters 1&2


   CS1:  The Diesel Truck Engine Industry



2
The Firm and Costs
Chapter 2


3
Competition &
Chapter 3



   CS2:  California Electricity

4*
Monopolies


Chapter 4


5
Cartels &
Chapter 5



   CS3:  Maricopa County Medical Society


6*
Oligopoly
Chapter 6


7
Monopolistic Competition &
Chapter 7



   CS4:  Gillette – The Fountain Pen Case

8 Midterm Exam

9 Industry Structure &
Chapter 8

   CS5: Alcoa


10
Strategic Behavior &
Chapter 11



   CS6:  The Microsoft Case


11*
Patents & Technological Change
Chapter 16


12
Information &
Chapter 13



   CS7:  The 0 Intelligence Paper

13*
Antitrust Laws 
Chapter 19

14
Regulation &
Chapter 20



   CS8:  Hydroelectric Dam Relicensing

15 Review for Final Exam

* Scheduled homework assignments

