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Course overview:

This is a graduate course on modern models and tools of empirical Industrial Organi-

zation. It includes demand analysis; production and cost function estimation; models of

market competition and market power; entry, exit, mergers and market structure; and dy-

namic models. Subjects will start with theory, but the main focus is practical. Ideally,

students should end by being able to estimate elementary models of each type covered in

class. Examples with real data bases will be provided, and students are encouraged to

gather and develop their own data. The aim of the course is preparing the PhD students

for the developement of their own research in the area of industrial organization and the

economic policy designed to address the negative effecs of imperfect competition.

Details:

Ths Syllabus makes implicitly a selection of subjects, but a further selection will be

needed at the beginning of the couse so that the chosen subjects can be covered with some

detail.

Subjects will be delivered as lectures, but there will be sessions of dicussion and presen-

tations on the topics of each subject.

Stata or similar software will be useful, but students should be ready to work with either

Gauss, Mathlab, R or Python.
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Course requirements and evaluation:

There will be several Problem sets that should be handled in before they are briefly

discussed in class. Students must complete the assigned estimation exercises and write a

short report commenting on the results (probably 3 exercises). Students will choose a paper

of their preference among the topics of each subject, and present it in class using their own

slides (probably 3 presentations). Grading will be based on the completion of the problems,

the work on the empirical exercises, and the student presentations.
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Outline

A few background topics will be introduced at different moments of the course. Three of

these topics are:

GMM estimation

Contractions

Semiparametric regression

1. Demand Analysis

Uses of demand.

A summary of classical theory.

Demand, products and characteristics.

The basic discrete choice models: Logit and Nested logit.

Estimation of the basic discrete-choice models.

More consumer heterogeneity. Vertical vs horizontal differentiation.

The random coefficients model. BLP.

Estimation of random coefficients models.

Measuring consumer welfare.

New products.

Topics on demand analysis: Geography, Products, Information and selection, Adver-

tising.

2. Production and cost functions

Uses of production functions.

Unobserved efficiency, simultaneity and selection. Measurement.

Traditional approaches to estimation: Fixed effects, IV models.

The Blundell and Bond model.

The structural approach to estimating production functions: Olley and Pakes.

Proxying for the unobservable (LP, ACF, Wooldridge, GNR)

3



Discussion: "collinearity", parametrics and nonparametrics, scalar unobservable.

Comparing results under different approaches.

Hicks-neutral productivity, endogenous productivity.

Multidimensional productivity: biased technical change.

Topics in production and cost functions: Firm-level prices, Demand heterogeneity,

Input heterogeneity, Utilization, Markups and monopsony markdowns.

3. Competition and market power

Modelling a market: demand, cost and behavior.

Monopoly pricing.

Static oligopoly: Cournot and Bertrand. Other equilibria.

Identification of price behavior.

Repeated games and Collusion.

4. Entry, exit, growth and market structure

Models of entry

Models of growth

Endogenous equilibrium outcomes: sunk costs, location, type.

5. Collusion, mergers and antitrust issues.

Collusion and antitrust policy.

Mergers: Unilateral and coordinated effects.

Mergers and antitrust policy.

Vertical mergers.

6. Dynamic models

Single agent models.

Example: Rust discrete choice model.
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Example: dynamics of R&D choices.

Esimation of discrete choice dynamic models.

Multiple agent dynamics.

Example: entry and exit.

Estimation of a model of entry and exit.
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