
Industrial Organization

Syllabus, Fall 2010

Lecturer: Cheng-Hau Peng

Email: chpon@mail.fju.edu.tw

Office: LS 250-2

Office Hour: THU 13:00 to 14:00 or By appointment

Class Hour: Wednesdays 3:30pm -5:30pm

Descriptions:

This course is an introduction to industrial organization. The main pur-
pose of this course is to understand firm behavior. The course starts
with the extreme case of monopoly. We are particularly interested in
pricing strategies and welfare implications. We also ask, how the state
can regulate monopolies to increase welfare. Then we consider markets
with a small number of firms. Each firm has to take the behavior of its
rivals into account in order to derive its optimal business strategy. We
start with the two basic models of oligopoly developed by Cournot and
Bertrand. We will aslo address the role of dynamic collusion, product dif-
ferentiation, capacity constraints, information asymmetries, commitment
etc.

Prerequisites:

The course requires solid knowledge on microeconomic theory. You
should be familiar with notions of consumer surplus and economic wel-
fare, the theory of the firm in competitive markets and optimization
theory. We will review the needed microeconomic topics briefly, but my
intent is not to re-teach principles. Therefore sound background in Mi-
croeconomics is necessary. Students should be versed in mathematics and
calculus, both in terms of solving mathematical problems and thinking
mathematically. Game theory is not a prerequisite. It will be explained
to you as we need it.

Objectives:

1. Give a simple yet thorough introduction into the main methods of
economic analysis of industry structure and firrm behaviour under
various conditions of technology, competition, and organization;

2. Elaborate students’ skills and abilities to use modern theoretical
and empirical tools to formulate and solve economic problems;

3. Explore in details how economists approach and answer specifc
empirical questions, such as whether a particular industry is verti-
cally integrated, whether there are is evidence of price collusion, or
whether the industry has features of natural monopoly;



4. Provide the students with a sound intuition into the specifc features
of particular markets.

Grading:
Assignment (20%) Attendance (10%)
Midterm (30%) Final Exam (40%)

Main Text Books:
D. Waldman and E. Jensen, Industrial Organization, 3rd ed., 2006.
陳正倉等, 產業經濟學, 二版, 2007.

Lecture Topics:

1. Introduction to Industrial Organization

2. Basic Microeconomic Theory of the Firm and Market structure

3. Further Topics in the Theory of the Firm

4. Oligopoly Theory and Collusion

5. Product Differentiation and Advertising

6. Technological Change and Research and Development

7. Market power and the problem of monopolization

8. Mergers

9. Antitrust and regulation


