UNITED STATES NAVAL ACADEMY
Economics Department   Industrial Organization   Spring 2009
FE461 – Sections 1041 (TR 8th period) and 3041 (TR 9th period) in CH157
Professor: 
Associate Professor Pamela Schmitt

Office:

Nimitz 61
Phone:

3-6888

Office hours:
MW23. I teach TR 8, 9, 10 and W56, so please make an appointment for any other time.

E-mail:

pschmitt@usna.edu (the best way to reach me!)

Web page:
http://www.usna.edu/Users/econ/pschmitt/FE461/09/FE461.html

I. Course Description and Text
Industrial organization is the study of industry and firm behavior. Using microeconomic and game theory tools, this course explores the relationships among firms in an industry or across industries by examining the nature of strategic interaction among firms. The course will study theoretical models and empirical evidence for a wide variety of market phenomena such as price wars, patent races, price-fixing conspiracies, mergers, and advertising campaigns. It will also consider public policies that affect the structure of markets and the behavior of firms, particularly antitrust laws, which try to create a balance between the benefits of coordination and consolidation and the detriments of market power. The course will develop the rationale for government interaction examining antitrust policy and regulation.

Text

Industrial Organization: Theory and Practice, by Don E. Waldman and Elizabeth Jensen, Addison-Welsey Publishing 2007, 3rd Edition. 

Prerequisite

FE210 and FE341

II. Grading

Midterm and Final Exams

There will be two semester exams and a final exam. The exams will be scheduled for administration on the dates marked on this course syllabus. Each exam will cover designated chapters from the textbook and class notes. Questions may be drawn from topics mentioned in class, from the textbook, and from the class notes. The length and description of each exam will be announced in class, but a general description is also provided below.

Exams may include true/false questions, short answer essays, analytical problems, and longer essays. This format requires the student to know the material and be able to synthesize it in a logical, coherent manner. The communication of ideas is nearly as important as the idea itself; for what good is knowledge that cannot be conveyed to others?

You will not be allowed to use a calculator on any exam.
Paper(s) 
You will be required to write an industry paper, the chosen industry will be assigned the first day of class. 
Presentation
You will be required to present pertinent information from your paper. You should prepare a powerpoint presentation and should plan to discuss for 5 – 7 minutes.  
Instructor Evaluation – Exercises and Participation

Exercises and Questions

There will be several homework problems or writing assignments that will be made available throughout the semester, these are required to be completed (with sincere effort) but will not be graded for points. If the exercise is sufficiently completed, it will earn a check. The percentage of checks received will account for part of the instructor evaluation, 10%, of your grade. The intent of these exercises is to provide the student with the opportunity to read the text and determine the important information as well as to apply the material presented in class and gain insight as to how questions and topics may appear on the exam. Answers will appear on my web page and therefore late assignments will not be accepted. 

Participation

The instructor’s evaluation will be determined by class participation. Positive class participation includes, but is not limited by, contributing to discussion (daily preparation) and incorporating the textbook and any newsworthy materials. Negative class participation includes, but is not limited by, talking with your classmates during lecture (or any disruptive behavior) and sleeping during class.

Thus, grades will be based on two midterm exams, a paper, a presentation, instructor evaluation, and a final exam.




Graded Assignment   
         Points




Exam I



20% 




Exam II



20%




Final exam


30%

Presentation


  5%

Papers 
 


15%

Instructor Evaluation

10%  

The grading scale is as follows: 

A
90 % – 100 %

B
80 % – 89 %

C
70 % – 79 %

D
60 % – 69 %

F
59 %


There will be no other opportunities to earn points for this course other than the stated examinations and paper. The examinations, article, and paper are the only means by which you can convey your understanding of the material in this course.  No extra-credit will be offered.

III. Course Organization and Administration

Course Structure

The course is organized around two 75-minute class sessions and is primarily a lecture-based course. The course material is theoretical in nature and must be presented before the material can be discussed or applied to current events. Because of this, my primary role is to present the technical and theoretical aspects of the text material so the student will have a better idea of what the result is and where it is coming from. The news article presentations will provide students with the application and discussion of the course material as it pertains to the “real world”, in particular how it relates to relevant antitrust and regulation policy.

Daily Preparation
Each student should read the assigned chapter before coming to class. Following the completion of each chapter in lecture, the student should re-read the chapter for emphasis and synthesize course notes with the text. A good check of your understanding of the course material is to complete the Problems, which are located at the end of each chapter. If any of these remain unclear after this process, then there is a gap which needs to be filled immediately. Do not procrastinate and leave these gaps until just prior to exam time. Much of the material is inter-related and should be mastered before additional concepts are applied.  

Make-up Exams

If you are committed to attend an event during a FE461 exam time, such as an athletic meet, musical performance, movement orders, or have watch in Bancroft Hall, then you must arrange in advance (by e-mail at a minimum) to take the exam before the scheduled exam date. If you are SIR, then you must arrange in advance (by e-mail at a minimum) to take the exam after the scheduled exam date. 

Without notification prior to the exam, you will not be permitted to reschedule the exam. Likewise, if you have an unexcused absence (as noted in MIDS) you will not be permitted to reschedule the exam.

Regardless, you will have only two days after the scheduled exam to take the exam or your final will be weighted to include that exam.

Honor Code

This course is taught under The Honor Concept of the Brigade of Midshipmen. Midshipmen of the United States Naval Academy agree to accept the responsibilities for honorable conduct in that "Midshipmen are persons of integrity: They stand for that which is right" in all academic activities. 

Students must not give or receive aid on exams. This includes, but is not limited to, viewing the exams of others, sharing answers with others, and using books or notes while taking the exam. It also includes discussing the exam in order to help those who are taking it at a later time or date.
WEEK ONE:
1/8 

INTRODUCTION and THE FIRM AND ITS COSTS


Discuss: Textbook Chapters 1 and 2



Read:  Textbook Chapters 1, 2, and 3.
WEEK TWO:

1/13 – 1/15
THE FIRM AND ITS COSTS and COMPETITION AND MONOPOLY


Discuss: Textbook Chapter 2 and 3.




Read:  Textbook Chapter 3.

WEEK THREE:

1/22

COMPETITION AND MONOPOLY


Discuss: Textbook Chapter 3.

Read:  Textbook Chapter 4.
WEEK FOUR:

1/27 – 1/29
MARKET STRUCTURE


Discuss: Textbook Chapter 4.

Read:  Textbook Chapters 5 and 6.

WEEK FIVE:
2/3 – 2/5
MONOPOLY PRACTICES and MARKET POWER AND 

PERFORMANCE: THE EMPIRICAL EVIDENCE

Discuss: Textbook Chapters 5 and 6.

WEEK SIX:
2/10 – 2/12
MARKET POWER AND PERFORMANCE: THE EMPIRICAL 

EVIDENCE 
EXAM ONE ON THURSDAY FEBRUARY 12TH 

(Textbook chapters 1 – 6). 

Discuss: Textbook Chapters 5 and 6.

Read: Textbook Chapter 7.
WEEK SEVEN:
2/17 – 2/19
GAME THEORY: A FRAMEWORK FOR UNDERSTANDING 

OLIGOPOLISTIC BEHAVIOR


Discuss: Textbook Chapter 7.



Read: Textbook Chapter 8.

WEEK EIGHT:
2/24 – 2/26
THE DEVELOPMENT OF OLIGOPOLY THEORY


Discuss: Textbook Chapter 8.



Read: Textbook Chapters 9 and 10.

WEEK NINE:
3/3 – 3/5
COLLUSION: THE GREAT PRISONER’S DILEMMA and CARTELS IN ACTION


Discuss: Textbook Chapters 9 and 10.



Read: Textbook Chapters 10 and 12.
WEEK TEN:


3/10 – 3/12
CARTELS IN ACTION and OLIGOPOLY BEHAVIOR: ENTRY AND NONPRICING STRATEGIES TO DETER ENTRY


Discuss: Textbook Chapters 10 and 12.



Read: Textbook Chapters 12 and 13 (after spring break).

SPRING BREAK!!
WEEK ELEVEN:

3/24 – 3/26
OLIGOPOLY BEHAVIOR: ENTRY AND NONPRICING STRATEGIES 

TO DETER ENTRY and PRODUCT DIFFERENTIATION AND 

ADVERTISING


Discuss: Textbook Chapters 12 and 13.



Read: Textbook Chapter 15 (after the exam).

WEEK TWELVE:
3/31 – 4/2
EXAM TWO ON TUESDAY MARCH 31st 
PRICE DISCRIMINATION 

(Textbook chapters 7 – 10, 12, 13). 

Discuss: Textbook Chapter 15.
Read: Textbook Chapters 16 and 17.
WEEK THIRTEEN:

4/7 – 4/9
VERTICAL INTEGRATION AND VERTICAL RELATIONSHIPS and REGULATION AND DEREGULATION
Discuss: Textbook Chapters 16 and 17.
Read: Textbook Chapter 17.
WEEK FOURTEEN:
4/21 – 4/23
REGULATION AND DEREGULATION and PRESENTATIONS


Discuss: Textbook Chapter 17.

** FINAL PAPERS DUE TUESDAY APRIL 23rd **
** PRESENTATIONS ARE APRIL 23rd **
WEEK FIFTEEN:
4/28

STUDENT PRESENTATIONS

Classes End 4/28
Review and Examinations – 04/29/07 to 05/07/07


The FINAL EXAM IS COMPREHENSIVE!                                                       

