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1 STAFF CONTACT DETAILS 
 
Lecturer-in-charge: Professor Jay Pil Choi 
Room: ASB 407 
Phone No: 9385 1145 
Email: jay.choi@unsw.edu.au 
Consultation Times – Wednesdays 2-3 PM (or by appointment) 

1.1 Communications with staff 
 
You should feel free to contact your lecturer(s) about any academic matter. However, I 
strongly encourage, for efficiency, all enquiries about the subject material be made at 
lectures or during consultation time. Discussion of course subject material will not be 
entered into via lengthy emails.  
 
Email correspondence on administrative matters will be responded to within 48 hours, 
but not over weekends. Please note that the lecturer has no advance notice of the date 
and time of the final exam [the subject of many emails]. 
 
 
2 COURSE DETAILS 

2.1 Teaching Times and Locations 
Lectures start in Week 1(to Week 13).  Note that there will be no class in week 6, 
which will be made up in week 13.  The time(s) and location(s) is/are: 
 

Wednesdays 4-7 PM 
ASB 232 (K-E12-232) 

 

2.2 Units of Credit 
The course is worth 6 units of credit. 
This course is taught in parallel to both undergraduate and postgraduate students.  
 

2.3 Summary of Course  
 
This is a course intended for honours and post graduate students interested in 
industrial organization.  As such, this course will be demanding.   
 
Topics covered will be from amongst the following. Theory of the firm, production costs, 
monopoly, dominant and fringe firms, cartels, oligopoly and monopolistic competition, 
differentiated products, regulation, advertising, horizontal and vertical integration, 
strategic behaviour by firms, and R &D.  Emphasis will be on theoretical results.   
 
The assessment will be based on one mid-term exam (40%, tentatively scheduled on 
August 29, 2012), a final exam (40%, date to be determined) and problem set 
assignments (20%, due dates to be announced later). 

mailto:jay.choi@unsw.edu.au�
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2.4 Aims and Relationship to Other Courses 
The main goal of this course is to provide students with a set of tools and knowledge 
that would enable them to critically read recent research papers and conduct their own 
original research in industrial organization.  In particular, we focus on investigation into 
how firms exercise market power in a variety of settings and how the government may 
curb the negative side effects through regulation.  We will develop rigorous theoretical 
models maintaining their close connections to reality, elaborate on economic logic and 
intuitions behind the analyses, and discuss real-world implications. The course 
emphasizes the importance of a theoretical understanding of strategic behaviour as 
the foundation for any practical application to industry. 
 
We will discuss: 
 

• Monopolistic markets 
• Oligopolistic industry structure 
• The role of government regulation 
• Firm strategies over prices, location choice, product characteristics, entry and 

exit, and 
Mergers 

• Dynamic competition and collusion 
• R&D incentives and intellectual property rights 

 
This course requires that you have completed QMA (ECON1202), QMB (ECON1203), 
and intermediate microeconomics (ECON2101) (or equivalent courses). In addition, 
this course assumes your knowledge of basic game theory, elementary calculus, 
and basic statistics.    

2.5 Student Learning Outcomes  
On completion of the course, students should be able to: 
 

1. Model the behavior of monopolists in different circumstances. 
2. Evaluate the welfare implications of monopolists’ behaviour. 
3. Solve game theory problems, as used in Industrial Organization. 
4. Understand the determinants of strategic behaviour in oligopoly markets. 
5. Understand the determinants of industry structure. 
6. Evaluate the welfare implications of strategic behaviour 

 
 
Graduate Attributes 
 

Learning 
Outcomes 

ASB Graduate Attributes Attribute 
No. 

1, 2, 3, 4, 5, 
6 

Critical thinking and problem solving 1 

1, 2, 6 Communication 2 
3 Teamwork and leadership 3 
2, 6 Social, ethical and global perspectives 4 
1, 2, 3, 4, 5, 
6 

In-depth engagement with relevant disciplinary 
knowledge 

5 

1, 4, 5 Professional skills 6 
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3 LEARNING AND TEACHING ACTIVITIES 

3.1 Approach to Learning and Teaching in the Course 
The philosophy underpinning this course and its Teaching and Learning Strategies are 
based on “Guidelines on Learning that Inform Teaching at UNSW. These guidelines 
may be viewed at: www.guidelinesonlearning.unsw.edu.au. Specifically, the lectures, 
tutorials and assessment have been designed to appropriately challenge students and 
support the achievement of the desired learning outcomes. A climate of inquiry and 
dialogue is encouraged between students and teachers and among students (in and 
out of class).  The lecturers and tutors aim to provide meaningful and timely feedback 
to students to improve learning outcome. 
 

3.2 Learning Activities and Teaching Strategies 
The examinable content of the course is defined by the references given in the Lecture 
Schedule, the content of Lectures, and the content of the Tutorial Program. 
 
Lectures 
The purpose of Lectures is to provide a logical structure for the topics that make up the 
course; to emphasize the important concepts and methods of each topic, and to 
provide relevant examples to which the concepts and methods are applied. 
 
Out-of-Class Study 
While students may have preferred individual learning strategies, it is important to note 
that most learning will be achieved outside of class time. Lectures can only provide a 
structure to assist your study, and tutorial time is limited. 
 
An “ideal” strategy (on which the provision of the course materials is based) might 
include: 
 

• Reading of the relevant chapter(s) of the text and any readings before the 
lecture. This will give you a general idea of the topic area. 

• Attendance at lectures. Here the context of the topic in the course and the 
important elements of the topic are identified. The relevance of the topic should 
be explained.  

• Problem sets will an integral part of learning and their importance cannot be 
overemphasized.     

 
4 ASSESSMENT 

4.1 Formal Requirements 
In order to pass this course, you must: 

• achieve a composite mark of at least 50 out of 100; 
• make a satisfactory attempt at ALL assessment tasks (see below). This means 

a mark of at least 40% in all assessment items. 
AND  

• Achieve a satisfactory level of performance in the final exam. This means a 
minimum mark of 40 per cent. Any student having an overall mark of 50 or more 
but less than 40 per cent in the final examination will be given an UF grade 
(unsatisfactory fail).  

http://www.guidelinesonlearning.unsw.edu.au/�
http://www.guidelinesonlearning.unsw.edu.au/guideline16.cfm�
http://www.guidelinesonlearning.unsw.edu.au/guideline16.cfm�
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4.2 Assessment Details 
 

Assessment 
Task 

Weighting Learning 
Outcomes 
assessed 

ASB 
Graduate 
Attributes 
assessed 

Length Due Date 

Assignment 20% 1, 2, 3, 4, 5, 
6 

1, 2, 3, 5, 6  To be 
announced 

Mid-session 
Exam 

40% 1, 2, 3, 4, 5, 
6 

1, 2, 5, 6 2 Hours August 
29, 2012 

Final Exam 40% 1, 2, 3, 4, 5, 
6 

1, 2, 5, 6 2 Hours University 
Exam 
Period 

Total 100%     
 

4.3 Midsession Exam  
There will be a mid-session exam in week 7.  The exam will be 120 minutes in length. 
The exam will cover materials covered up to week 5.   It will be an in-class exam 
scheduled on August 29, 2012.   
 
There will be NO supplementary tests offered for the mid-session exam. You should 
make every effort to take the mid-session exam. Students who fail to attend the 
examination will need to apply for Special Consideration.  
 
In cases of serious illness, students will need full and convincing documentation of that 
illness. Students who are found to be genuinely too ill to have attended the exam will 
have their mark in the final exam re-weighted to include the mark reserved for the 
missed test. In all other cases of non-attendance students will receive a grade of zero. 
Employment obligations or holiday plans of any kind are not acceptable reasons for 
absence from any test/examination.  
 
Applications for special consideration must be lodged online through myUNSW 
within 3 working days of the assessment (Log into myUNSW and go to My Student 
Profile tab > My Student Services channel > Online Services > Special Consideration). 
Then submit the originals or certified copies of your supporting documentation and a 
completed Professional Authority form (pdf - download here) to Student Central.  
 

4.4 Assignment  
 
It is expected that there will be four assignments (subject to change).  Details will be 
provided in class. 
 
Assignments should be typed or clearly handwritten.   
 

4.4.1 Submission Procedure for Assignment 
 
Submission details for assignments will be provided in class.  Assignments should be 
submitted at the beginning of the lecture in which they are due. Assignments should 

https://my.unsw.edu.au/student/atoz/SpecialConsideration.html#Supportingdocumentation�
https://my.unsw.edu.au/student/academiclife/ProfessionalAuthority.pdf�
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include your full name and student number. It is your responsibility to keep an extra 
copy of the assignment in case the original is lost or damaged. 
 

4.4.2 Late Submission of Assignment 
 
If you fail to submit your assignment before the deadline you will be given a mark of 
zero.  The reason is that answers will be posted immediately after the due date to 
facilitate learning.  Special consideration does not apply to late submission of 
assignments. You will be given enough time to do the assignment and it is your risk if 
you leave it to the last few days to complete.   
 

4.5 Final Exam Format 
 
The final exam will be for 2 hours.  It will concern the material covered after the mid-
term exam.  Nonetheless, it can be considered as cumulative in that the knowledge of 
the material covered before the mid-term exam may be required to solve the problems.   
 

4.6 Quality Assurance 
 
The ASB is actively monitoring student learning and quality of the student experience in 
all its programs. A random selection of completed assessment tasks may be used for 
quality assurance, such as to determine the extent to which program learning goals are 
being achieved. The information is required for accreditation purposes, and aggregated 
findings will be used to inform changes aimed at improving the quality of ASB 
programs. All material used for such processes will be treated as confidential and will 
not be related to course grades. 
  
 
5 COURSE EVALUATION AND DEVELOPMENT 
 
Each year feedback is sought from students and other stakeholders about the courses 
offered in the School and continual improvements are made based on this feedback.  
UNSW's Course and Teaching Evaluation and Improvement (CATEI) Process is one of 
the ways in which student evaluative feedback is gathered. You are strongly 
encouraged to take part in the feedback process. 
 
 
6 COURSE RESOURCES 
 
The website for this course is on UNSW Blackboard at: 
http://lms-blackboard.telt.unsw.edu.au/webapps/portal/frameset.jsp 
   
The textbook(s) for this course are: 
 
Tirole, J., The Theory of Industrial Organization, MIT Press, 1988. 
This is a standard graduate textbook in IO and provides a nice introduction of much of 
the material to be covered.  You may also want to refer to the following less advanced 
textbook. 

http://lms-blackboard.telt.unsw.edu.au/webapps/portal/frameset.jsp�
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Belleflamme, P. and Peitz, M., Industrial Organization: Markets and Strategies, 
Cambridge University Press, 2010. 
In the class, we will concentrate on theoretical principles.  For those who are interested 
in antitrust (competition policy) issues, the following books are highly recommended: 

Motta, M., Competition Policy: Theory and Practice, Cambridge University Press, 2004. 

Whinston, M., Lectures on Antitrust Economics, MIT Press, 2006. 

 
7 COURSE SCHEDULE 
 
Lectures start in Week 1 and finish in Week 13. Note that there will be no class in week 
6, which will be made up in week 13. 
 
The following schedule is tentative. Not necessarily all of the following topics will be 
taught.  The depth and inclusion of topics will be adapted to the size, interest and 
composition of the students. 
 
 
1. Dynamic Monopoly and Price Discrimination (Weeks 1-3) 
 

• Tirole (1988) Chapters 1-3. B-P (2010) Chapters 8-11. 
• Tirole (1988) chapter 11, "Game Theory User's Manual."  For more advanced 

material, see chapter 5 of Handbook of Industrial Organization (1989), "Non-
cooperative Game Theory for I.O." by Fudenberg and Tirole. 

• Bulow, J., "Durable Goods Monopolists," Journal of Political Economy, 1982, 
 pp.314-332. 

• Bulow, J., "An Economic Theory of Planned Obsolescence," Quarterly Journal 
of Economics, 1986, pp.729-750. 

• Waldman, M., "A New Perspective on Planned Obsolescence," Quarterly 
Journal of Economics (108), 1993, pp. 273-284. 

• Acquisti, A. and Varian, H., “Conditioning Prices on Purchase History,” 
Marketing Science, Vol. 24, No. 3, Summer 2005, pp. 367-381.   
 

2. Static Models of Oligopoly and Product Differentiation (Weeks 4-5) 
 

• Tirole (1988) Chapters 5 and 7. B-P (2010) Chapters 3-7 and 15. 
• Mankiw, G. and Whinston, M., “Free Entry and Social Inefficiency,” RAND 

Journal of Economics, 17, 1986, pp. 48-58. 
• Farrell, J. and Shapiro, C., “Horizontal Mergers: An Equilibrium Analysis,”  

American Economic Review, 1990, pp. 107-126. 
 

Week 6: No Class (to be made up in week 13) 
  
Week 7: Mid-Term In-Class Exam Scheduled on August 29, 2012. 
 
Mid-Session Break (No Class) 

 
3.  Dynamic Competition and Repeated Interactions (Week 8) 

 
• Tirole (1988) Chapter 6. B-P (2010) Chapter 14. 
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• Bernheim, D. and Whinston, M.D., "Multimarket Contact and Collusive 
Behavior," Rand Journal of Economics (21), Spring 1990, pp. 1-26.  

• Rotemberg, J. and Saloner, G., “A Supergame-Theoretic Model of Business 
Cycles and Price Wars during Booms,” American Economic Review (76), 1986, 
pp. 390-407. 

• Green, E. and Porter, R., “Noncooperative Collusion under Imperfect Price 
Information,” Econometrica (52), 1984, 87-100. 

• Volker, N. and White, L., “Do Vertical Mergers Facilitate Upstream Collusion?” 
American Economic Review, 2007, pp. 1321-1339. 

 
4. Entry, Exit and Strategic Behaviour (Weeks 9- 10𝟏

𝟐
) 

 
• Tiroles Chapters 8-9.  B-P (2010) Chapter 16. 
• Bulow, J., Geanakoplos, J., Klemperer,P., "Multimarket Ologopoly: Strategic 

Substitutes and Complements,” Journal of Political Economy (93), 1985, 
pp.488-511. 

• Fudenberg, D. and Tirole, J.," The Fat Cat Effect, the Puppy Dog Ploy and the 
Lean and hungry Look," American Economic Review: Papers and Proceedings 
(74), May 1984, pp.361-368. 

• Bolton, P. and Scharfstein, D., "A Theory of Predation Based on Agency 
Problems in  Financial Contracting," American Economic Review (80), March 
1990, pp. 93-106. 

• Rey, P. and Tirole, J., “A Primer on Foreclosure,” 2003, mimeo. 
• Whinston, Michael D., "Tying, Foreclosure, and Exclusion," American Economic 

Review (80) 1991, pp. 837-859. 
• Choi, J. P.  and Stefanadis, C.,  “Tying, Investment and the Dynamic Leverage 

Theory,” Rand Journal of Economics, Spring 2001, 52-71. 
 
5. Switching Costs and Network Effects (Weeks 10𝟏

𝟐
-11) 

 
• Tirole, Chapter 10.6.  B-P (2010) Chapters 7.2 and 20-21 
• Farrell, J. and Klemperer, P., “Coordination and Lock-In: Competition with 

Switching Costs and Network Effects,” manuscript prepared for Handbook of 
Industrial Organization. 

• Farrell, J. and Saloner, G., "Standardization, Compatibility, and Innovation," 
Rand  Journal of Economics (16), Spring 1985, pp.70-83. 

• Katz, M. and Shapiro, C., "Technology Adoption in the Presence of Network 
Externalities," Journal of Political Economy (94), 1986, pp.822-841. 

• Armstrong, M., “Competition in Two-Sided Markets,” Rand Journal of 
Economics, 2006, pp.668-691. 

 
6. Competition and Intellectual Property Rights (Weeks 12-13) 
 

• Tirole (1988) chapter 10.  B-P (2010) Chapters 18-19. 
• Gallini, N., "Deterrence through Market Sharing: A Strategic Incentive for 

Licensing," American Economic Review (74), 1984, pp. 931-941. 
• Shepard, A., Licensing to Enhance Demand for New Technologies," Rand 

Journal of Economics (18), Autumn 1987, pp.360-368. 
• Lerner, Josh and Tirole, Jean, “Efficient Patent Pools,” American Economic 

Review, June 2004, 691-711. 
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