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Introduction
In this module, the aim is to provide students with an understanding of theoretical models of firm behaviour and of empirical approaches to testing such models.  The first part concentrates on game theoretic models used in industrial economics.  We will introduce key concepts in game theory and then apply them to some specific industrial economics models.  The second part of the module concentrates on empirical analysis in industrial economics.  We will look at studies of structure and firm/industry performance and the New Empirical Industrial Organisation (NEIO), dealing with relevant measurement and econometric issues as we go along.
Studying this module should contribute to your knowledge and understanding of the development and operation of markets for resources, goods and services and the development of appropriate policies and strategies within a changing environment.  Further, the module will help to develop the ability to think critically and be creative, the ability to solve complex problems and make decisions, the ability to use information and knowledge effectively as well as numeracy and quantitative skills.  In addition, the module should develop practical skills such as the ability to conduct research into business and management issues through research design, synthesis and reporting and key transferrable skills including listening, effective oral and written communication of complex ideas and arguments, critical self-reflection, self-management and time management.

Contact Time
Lectures take place on Wednesdays 9-11 am in A24, South, starting on Weds 27th January.

In addition there will be three workshops immediately following the lecture from 11-12 also in A24 South.  These are scheduled for Weds 3rd Feb, Weds 17th Feb and Weds 3rd March.  The only preparation you need for the workshops is to attend the lectures and to have with you lecture notes and, if you wish, a textbook.
Assessment
Assessment is by means of a 2-hour examination (75%) and coursework (25%).
The coursework requirement is to produce a 1500 work review of an article from a relevant academic journal.  You should select an article relating to a topic in industrial economics published since January 2003.  The following is a suggested list of relevant journals, but there are plenty of others you can try: Review of Industrial Organization, Journal of Industrial Economics, Rand Journal of Economics, International Journal of Industrial Organisation.  The article can cover any topic within the broad area of industrial economics, even if it is not something we have specifically covered.  It may be empirical or theoretical in nature, or a combination of both.  Your final choice of article must be approved by me before you commence work on it.  You may not choose the same article as another student.
The review should include the following elements:

· A statement of the research questions involved in the article.

· A description of how the article fits into the existing literature.

· An analysis of the methodology used.  Where appropriate, this should include an explanation of the theoretical model used, discussion of data, explanation of empirical methods and discussion of weaknesses and/or limitations.

· An assessment of the article’s contribution to the industrial economics literature.

You must register the article you are analysing with me by Friday 12th March.  The final deadline for the coursework is 4 pm on Thursday 1st April.

Coursework tips:

· The aim of the coursework is for you to demonstrate your understanding of an academic article.  Taking a quote of text from your article and changing a few words will not help to demonstrate your understanding and could be classified as an academic irregularity.  Hence it is vital you use your own words.
· You may use direct quotes, but you should keep these a minimum and of course should be in inverted commas and fully referenced including page number.

· You are welcome to use equations to demonstrate your understanding more technical elements of your article.

· The focus should be on the article you have chosen and, hence, you are not necessarily expected to cite a wide range of references.  However, it may be that citing a limited number of other articles or books will help to demonstrate the importance (or otherwise) of your chosen article and so you are welcome to consult other sources if you choose.
· Any sources you use should be referenced fully (including your chosen article).  Use the Harvard system of referencing.  You should only list references you have actually read.  If you cite something from another source, indicate this clearly, for example, “Botham (2006, cited in Lara & Tendulkar, 2009, p.26) argues that …”  In this case, only Lara and Tendulkar would be in your list of references at the end of the review.
· You should provide a word count using the standard Word Count tool in Microsoft Word (or similar package).  The limit excludes the list of references at the end but includes all other elements – footnotes, cites within the text, equations etc.  Note 1,500 words is a limit not a guide and must not be exceeded.

Reading
Core Texts

Church, J & Ware, R (2000), Industrial Organization: a strategic approach, Boston: McGraw-Hill [CW]

This is a very good text that covers most of the relevant material on the course at an appropriate level.  The 2nd edition of this book as been delayed and, as a result, the authors have made an electronic version of the 1st edition available free of charge at: http://homepages.ucalgary.ca/~jrchurch/page4/page5/files/PostedIOSA.pdf
Martin, S (2002), Advanced Industrial Economics, 2nd edn, Oxford: Blackwells. [SM]

This is more advanced and assumes a reasonable knowledge of game theory.  However, the discussion of empirical studies is extremely good.  The first edition includes some extra chapters on game theory (in the Appendix) and an assessment of theoretical and empirical approaches (chapter 19).  The game theory appendix can be found on the book’s website www.mgmt.purdue.edu/faculty/smartin/aie2/aie2.htm

Lipczynski, J, J Wilson & J Goddard (2009), Industrial Organization: competition, strategy & policy, 3rd ed, Harlow: Pearson

This is an undergraduate level text, but gives an excellent introduction to many of the topics we cover. 
Supplementary Reading

Axelrod, R. (1984), The Evolution of Co-operation, New York: Basic Books. [RA]

Bresnahan, T.F. (1988), Empirical Studies of Industries with Market Power , in Handbook of Industrial Organization, Vol II, Schmalensee, Richard C. and Willig, Robert D. (editors), North Holland, pp 1011-1057. [TB]

Caves, R.E. (2007), ‘In Praise of the Old I.O.’, International Journal of Industrial Organisation, 25, 1-12.  [RC]
Dixon, H (1988), ‘Oligopoly Theory Made Simple’, in S. Davies et al, Economics of Industrial Organisation, Longman. [HD]

Fisher F.M. (1989), 'Games Economists Play', Rand Journal of Economics, 20 (1), 113-24. [FF]

Kreps, D & J. Scheinkman (1983), Quantity Precommitment and Bertrand Competition Yield Cournot Outcomes”, Bell Journal of Economics, 14: 326-37 [KS]
Lipczynski, John, John Wilson and John Goddard (2009), Industrial Organization: competition, strategy & policy, 3rd Edition, Harlow: Pearson. [LWG]
Pepall, L Richards, DJ and G Norman (2005), Industrial Organization: contemporary Theory and Practice, 3rd edition, Mason, Ohio: South-Western [PRN]

Schmalensee, Richard C. (1989), ‘Inter-industry Studies of Structure and Performance’, ch 16 in Handbook of Industrial Organization, Vol II, Schmalensee, Richard C. and Willig, Robert D. (editors), North Holland. [RS]
Slade, Margaret (2004), ‘Competing Models of Firm Profitability’, International Journal of Industrial Organization, 16: 229-51. [MS]
Module Outline

1. Introduction  




(week 1)
· Approaches to industrial economics.

Reading:

CW, chapter 1

SM, chapter 1
LWG, chapter 1
2. A game theory ‘toolkit’ 



(weeks 1 - 3)

· Static games

· Dynamic games

Reading: 

CW, chapters 7 and 9.

SM:  www.mgmt.purdue.edu/faculty/smartin/aie2/gta0501.pdf or SM (1st edition), Appendix

PRN, chapter 9, pp 197-207.

HD, pp 128-131; pp. 157-61.

RA
3. Quantity and Price Setting Models 

(weeks 4 - 6)

Reading:

CW, chapter 8, pp231-46, pp256-72. 

SM, chapter 2.

PRN, chapter 5, 235-267.

HD, pp 131-45.

KS
4. Product Differentiation Models 


(week 6 - 7)
Reading:

CW, chapter 10, pp379-95; Kreps & Scheinkman (1983).
SM, chapter 4, 84-94.

PRN, chapter 9, 208-235
LWG, chapter 14, 394-409.
6. Empirical Analysis I: theoretical basis

(week 7 - 8)

Reading:

CW, chapter 8, 272-4

SM, chapter 7, pp. 186-199.

7. Empirical Analysis II: SCP


(week 8-9)

· Applying theoretical models to cross-sectional data

· Measurement and estimation problems

Reading:

CW, chapter 12, pp 424-439.

SM, chapters 5, 6.

PRN, chapter 3, pp 46-58.
LWG, chapter 11, pp 282-97.
Also: RS; RC; MS
8. Empirical Analysis III: NEIO


(week 9-10)

Reading:

CW, chapter 12, pp 440-52.

SM, chapter 7, pp. 199-203.

LWG, chapter 11, pp 298-304.
TB
7. Summing up: the role of theory and evidence
(week 10)

Reading:

SM, first edition, chapter 19.

RC
8. Revision/Open Session



(to be confirmed but probably week 11)

Please note that the timing of material is approximate and subject to change. 
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