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1. OBJECTIVES.

Industrial organization studies market situations with imperfect competition. As the
topic is very broad the present course focus on the strategic decisions taken by firms to
affect the behavior of competitors. In this respect a crucial aspect is the role played by
commitment. In the last part of the course, one study cases where this commitment is
obtained by changes in ownership.

2. METHODOLOGY.

The course consists of 10 theoretical lectures of 3 hours each. The last lecture will be
devoted to presentation of a papers by students. Classes will consist on presenting the
papers of the different parts of the program and students will be encouraged to
participate in the discussion.

3. ASSESSMENT.

The course grade will be based on the presentation of a paper in class and in a research
project students will have to write.

4. CONTACT INFORMATION

Departament de Fonaments de I'Analisi Economica
University of Alicante
Campus de Sant Vicent, 03080 Alicante, Spain.

Phone: +34 965 90 36 17
Fax: +34 965 90 38 98
E-mail; fauli@merlin.fae.ua.

5. OUTLINE OF THE COURSE

1. Two-stage games.
e Strategic substitutes and strategic complements.
e Cost-reducing investment.
e Stackelberg game (quantity and price)
e Endogenizing the roles. Saloner, G. (1987) “Cournot Duopoly with two
production periods” Journal of Economic Theory, VVol.42 pp.183-187.
Pal, D. (1991) “Cournot duopoly with two production periods and cost
differentials” Journal of Economic Theory, Vol 55 pp. 441-448. Pacheco-
de-Almeida G. and P. Zemsky (2003) “The effect of time to build on
strategic investment under uncertainty” RAND Journal of Economics,
Vol 34, Nol Spring pp. 166-182.
e Partial Commitment. Henkel, J. (2002) “The 1.5th mover advantage”
RAND Journal of Economics. Vol.33, Nol. Spring. pp. 156-170




e Imperfect observability. Maggi, G. (1999) “The value of commitment
with imperfect observability and private information” RAND Journal of
Economics.Vol 30.No4. Winter.

2. Delegation Games.

Articles with restricted set of observable contracts.

Equivalence between guantity and price competition. Miller N. and Pazgal A.
(2001) “The equivalence of price and quantity competition with delegation”
Rand Journal of Economics. Vol.32, No2 Summer. Pp.284-301

Multiplicty of equilibria. Kiihn, K-U (1997) “Nonlinear pricing in Vertically
Related Duopolies” RAND Journal of Economics. 28(1) pp.37-62.
Nonobservability of contracts. Kockesen, L and Ok, E (2004) “Strategic
Delegation by unobservable incentive contracts” Review of Economic Studies
71, 397-424.

Common Agents and Principals. Prat, A. and A.Rustichini (2003) “Games
Played through Agents” Econometrica. Vol.71, No4 pp.989-1026

Multilateral contracting: Jackson, M.O. and Wilkie, S. (2005) “Endogenous
Games and Mechanisms: Side payments among players” Review of Economic
Studies 72, pp. 543-566.

3. Horizontal Integration.

Profitability of mergers.

Welfare Effects of mergers. Farrell, J. and Shapiro, C. (1990) “Horizontal
Mergers: and Equilibrium Analysis” American Economic Review, 80, pp.107-
126.

4. Vertical Relationships.

Segal, 1. (1999) “Contracting with Externalities” Quarterly Journal of
Economics. Vol CXIV. 2

Rey, P. and Tirole, J. (2003) “A Primer on Foreclosure” in M. Armstrong and
R.H. Porter eds Handbook on Industrial Organization, 3. New York: North
Holland, forthcoming.

5. Product Differentiation.

Horizontal Differentiation.

Vertical Differentiation.

Johnson, J. and Myatt, D.P. (2003) “Multiproduct Quality Competition: Fighting
Brands and Product Line Pruning” American Economic Review. Vol 93. No3
pp.748-774.

ATMs: Massoud, N., and D.Bernhardt (2002) “’Rip-off” ATM surcharges”
RAND Journal of Economics 33, Nol pp.96-115.
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