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SSCECON306 Industrial Organization 
 
2019-1 (Spring) 
 
Classroom: to be determined 
Class times: Monday 13:45-15:45, Thursday 8:45-10:45 
 
Instructor: Prof. Dr. Bert Mosselmans 
Email: b.mosselmans@ucr.nl 
Tel: 0118-655500 
Office no. & location: F2.07 
Office hours: I am available on Mondays and Thursdays (by appointment). 
 
 
I. Track Information 
 
a) Prerequisites:  SSC263, Microeconomics and Behaviour  or 
  SSC266, International Macroeconomics or  
  SCI111, Mathematics (for science students, not first year) 
 
b) This course does not serve as a prerequisite for other courses.   
 
c) Other courses which are relevant to this course – e.g. as part of a minor: international business law, game 
theory, strategic management. 
 
For further information about the track, please see the track document available on the UCR Intranet. 
 
 
II. Course Description 
 
Most modern markets are dominated by a few large firms.  These firms have substantial market power, which 
may have severe implications for consumers, the economy and society as a whole.  Firms such as Google, 
Facebook, Coca Cola, Royal Dutch Shell, Volkswagen etc. are often investigated by the competition authorities 
and are sometimes required to pay substantial fines for anticompetitive behaviour. 
 
This course investigates how these firms compete. The central issues concern firms' choice of price, quantity, 
and quality in imperfectly competitive markets. Topics include: monopoly pricing, price discrimination, bundling 
and tying, oligopoly behaviour (Bertrand and Cournot competition), product differentiation, collusion and 
cartels, asymmetric information, firm entry and barriers to entry, exogenous and endogenous sunk costs, 
technology, innovation and patents, vertical and horizontal integration, vertical price restraints, advertising, 
research and development, intellectual property rights, network externalities, auctions and international trade. 
We develop theoretical models and use them to study individual industries. 
 
The theoretical background of the course is microeconomics and game theory, but we will also discuss 
behavioural economics, transaction cost economics, institutional economics and Austrian economics.  The course 
will also include an elementary introduction to European competition law.  Students must investigate an 
industrial sector of their own choosing. 
 
III. Study Load 
 
This course earns students four credits (equivalent to 7.5 ECTS). The class meets twice a week for two hours. 
Preparation time is approximately 10 hours per week: I suggest you budget 3-4 hours for reading, 3-4 hours for 
homework and 3 hours for your paper. 
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IV. Course Materials 
 

a) Required books and literature: Lynne Pepall, Dan Richards, and George Norman. Industrial Organization: 
Contemporary Theory and Empirical Applications. Wiley-Blackwell, 5th edition, 2014 (or newer edition).  
On Moodle you can also find a ‘Companion to Pepall’, compiled by your instructor. 

b) Recommended books and literature: Shy, Oz, Industrial Organization.  Theory and Applications.  
Cambridge: MIT Press, 1995 (or newer edition).  Belleflamme, Paul and Martin Peitz, Industrial 
Organization.  Markets and Strategies.  Cambridge: Cambridge University Press, 2016 (or newer edition). 

c) Other materials: Students are responsible for acquiring all assigned readings individually.  Most of the 
course’s assigned journal articles are available through the UU’s Omega electronic journal subscription.  
The remaining book chapters and articles are available through the Zeeuwse Bibliotheek and/or other 
libraries.  In accessing readings, students should also make use of Picarta’s Inter-Library Loans System 
and other online services (e.g. Google Books). 
 
References: 
Demsetz, H., 1982, “Barriers to Entry”, The American Economic Review, Vol. 72, pp. 47-57. 
Douma, S. & H. Schreuder, 1998, Economic Approaches to Organizations, 2nd edition, Hertfordshire: 
Prentice Hall, Chapters 1 and 3 on ‘Markets and Organisations’. 
Douma, S. & H. Schreuder, 2002, Economic Approaches to Organizations, 3rd edition, Essex: Prentice 
Hall, Chapters 6  and 8 on respectively ‘Behavioural Economics’ and ‘Transaction Cost Economics’. 
Kirzner, I., 1995, “Entrepreneurial Discovery and the Competitive Market Process: An Austrian 
Approach”, Journal of Economic Literature, Vol. 35, No. 1, pp. 60-85. 
Motta, M., Competition Policy.  Theory and Practice.  Cambridge: Cambridge University Press, Chapter 
7 on predatory pricing. 
Nelson, R., 1995. “Recent Evolutionary Theorizing About Economic Change”, Journal of Economic 
Literature, Vol. 33, No. 1, pp. 48-90. 
Porter, Michael E., 1998, On Competition, Harvard: Harvard Business Review Book, Chapters 1 and 2 on 
‘Strategy’. 
Whish, R., 2003, Competition Law, London: LexisNexis, Chapters 1 and 2. 
 

 
V. Course Organization and Requirements 
 

a) General Format of Class Meetings: 
 

Every class session will be devoted to one of the chapters of the Pepall textbook.  Students are expected to read 
the chapter beforehand, and to have a look at the exercises attached to each chapter.  You should also check the 
‘Companion to Pepall’, which guides you through the chapter, identifies typing errors and provides (corrected) 
solutions to the exercises. The instructor will summarize the main issues that are discussed in the chapter.  There 
will be no time for extensive mathematical derivations, so students are encouraged to prepare every chapter 
using paper and a pencil.  Students can notify the instructor about sections that they find difficult, so that more 
attention can be paid to these.  In class we will also make a selection of exercises and applications.  The instructor 
will bring in additional material when appropriate. 
 
Usage of electronic devices (phones, laptops, tablets etc.) is not permitted during class, except by the person 
who is presenting.  Food cannot be displayed or consumed during class or during the exams.  Students should 
take notes during class (using pen and paper). 
 
 

b) Expectations: 
 

Since this is an advanced 300-level course in economics, and as students (should) have received sufficient 
theoretical understanding and research training in their 200-level courses, the emphasis in this course will be on 
self-study and own research.  Students are encouraged to form study groups in order to prepare for classes and 
exams. 
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You should first try to solve the exercises on your own, and only then consult the standard answer. Studying 
should be done regularly (every week), so it would be useful to schedule several hours in your planning for this 
matter.  Working one or two hours per week outside class will simply not be sufficient for this course!  In case 
there would be difficulties with the chapter and/or with the exercises, you can schedule a meeting with the 
instructor, preferably during his office hours.  You can also visit the instructor for research feedback. 
 
Throughout the semester you work on a research paper. You must formulate a research question and investigate 
which answers to your question can be found in the academic literature of microeconomics and industrial 
organisation.  You may start by picking an industry and use the theoretical models we study in class to analyse 
its structure, presence and degree of market power, behaviour of individual firms, etc.  Other approaches, such 
as a theoretical or historical literature review, are also acceptable.  At least five articles, published in peer 
reviewed journals of economics, must be used for this purpose.  During the semester several deadlines must be 
respected: 
 
1. The students should set up an appropriate research question, and provide a preliminary bibliography, during 
week 5 of the semester.  The deadline is the class of Thursday 28 February 2019.  The research question and 
bibliography must be submitted as a hardcopy. 
2. A first draft must be submitted during week 10 of the semester.  The deadline is the class of 11 April 2019.  
The draft also needs to be submitted as a hardcopy. 
3. The deadline for the research paper is the day before the final exam, Sunday 12 May 2019.  The final paper 
must be submitted electronically via Moodle. 
 
Three guest lectures are attached to this course.  The dates are announced in a separate document and are 
subject to change, depending on the availability of the guest speakers.  Attendance of the three lectures is 
mandatory and the content of the lectures is a part of the study material and may be examined.   The guest 
lectures replace three regular class sessions, during which revision may be organized. 
 

c) Rules for missing classes and deadlines: 
 
Class attendance is mandatory.  Classes and deadlines can only be missed for very good reasons, which must be 
documented.  It is the student’s individual responsibility to catch up, but if needed then the instructor would be 
willing to set up additional meetings.  If a paper is handed in after the deadline, it will still be graded, but then 10 
percentage points will be deducted from the grade of the paper, per day after the deadline.  This implies that a 
student will get zero if the paper is handed in 10 days or later after the deadline has passed. 

 
d) Procedures for communication and use of workspaces: 

 
Moodle is the official mode of communication.  Student papers will be scanned for plagiarism.  Students must 
submit their final paper electronically (not the research question and the draft, which must be submitted as 
hardcopies). 
 
VI. Assessment 
 

a) Composition of final grade: 
 

20% Exam 1 
  5%  Research Question and Bibliography 
20%  Exam 2 
  5%  First Draft of Research Paper 
30%  Final Research Paper 
20%  Exam 3 
 

b) Grading criteria: 
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Exams consist of problems that are of the same difficulty as textbook problems. Exams are not cumulative, but 
obviously later chapters of the book are built on earlier chapters.  Every exam consists of five questions: a 
question about the theory (essay question), two numerical exercises, one question consisting of four short 
questions, and one question centred around a text that was not discussed in class, most likely a newspaper 
article.  There will be questions about the textbook chapters and exercises and about the additional material and 
the in-class discussions.  Simple calculators will be provided by the instructor. 
 
The paper is graded on content (correct application of textbook models, quality of presented evidence, 
appropriate use of literature) and writing (clarity of your main thesis, effectiveness of the overall structure of 
your argument, proper use of supporting evidence). Approximate length is 2500-3000 words.  The research paper 
will be graded using the following rubrics, which determine the letter grade for the paper.  In addition, a plus or 
a minus may be added (or not) to the letter grade depending on whether the formal requirements for the 
research paper are fulfilled or not.  
 

A The paper shows an excellent understanding of relevant economic theory and the theory is applied 
successfully to answer the research question.  Relevant concepts, algebra and graphs are used to 
illustrate the argumentation, which is adequate and follows a logical pattern.  Relevant peer-reviewed 
articles from academic economic journals have been used; the sources are adequate and relatively 
complete and they have been examined critically. 

B The paper shows a good understanding of relevant economic theory and the theory is applied reasonably 
well to answer the research question, but there are some minor flaws.  Relevant concepts, algebra and 
graphs are used to illustrate the argumentation, which is adequate and follows a logical pattern, though 
there are some minor flaws.  Relevant peer-reviewed articles from academic economic journals have 
been used, though more sources could have been used and/or these sources should have been 
approached more critically. 

C The paper shows some understanding of relevant economic theory, but the application of the theory is 
not successful given that there are some major flaws, logical mistakes and/or unjustified conclusions.  
The sources are incomplete and/or inadequate. 

D The paper fulfills the formal requirements of an academic research paper, but there is only an elementary 
understanding of the theory and the paper is mainly descriptive.  There are some serious concerns about 
the sources. 

F No paper was submitted or the paper was (self)plagiarized. 
 

+ References and bibliography are set up in accordance with prevailing standards in economics, the paper 
is written in good academic English, there are no disturbing typing errors and the paper is written from 
an impartial point of view. 

- No clear distinction is made between truly academic sources (published in peer reviewed journals) and 
other documents; the bibliography is not up to standard; or the paper is not written in good academic 
English. 
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VII. Course Schedule 
 

Time First Class Second Class Assessment 
Week 1:  Ch.1 Introduction to Industrial 

Organization 
Ch.2 Basic Microeconomics  

Week 2:  Ch.3 Market Structure and 
Market Power; Porter and the 
model of competitive forces 

Ch.4 Technology and Cost; 
behavioural theory of the firm 

 

Week 3: Ch.5 Price Discrimination: Linear 
Pricing; transaction cost 
economics 

Ch.6 Price Discrimination: 
Nonlinear Pricing; institutional 
economics and industrial 
organization 

 

Week 4:  Ch.7 Product Variety and Quality 
under Monopoly 

Ch.8 Commodity Bundling and 
Tie-In Sales 

 

Week 5:  Exam 1 (Ch.1-8) Ch.9 Static Games and Cournot 
Competition 

Exam 1 (20%) 
Submit Research 
Question and 
Bibliography (5%) 
Deadline 28 February 

Week 6:  Ch.10 Oligopolistic Price 
Competition 

Ch.11 Dynamic Games and First 
and Second Movers 

 

Week 7:  Ch.12 Entry Deterrence and 
Predation 

Ch.13 Predatory Conduct: 
More Recent Developments 

 

Week 8:  Ch.14 Price Fixing, Repeated 
Games and Antitrust Policy 

Ch.15 Horizontal Mergers  

Week 9:  Ch.16 Vertical and Conglomerate 
Mergers 

No class (compensates for first 
guest lecture, possibly revision) 

 

Week 10:  Exam 2 (Ch.9-15) Ch.17 Vertical Price Restraints Exam 2 (20%) 
Submit Draft (5%) 
Deadline 11 April 
 

Week 11: Ch.19 Advertising, Market Power 
and Information 

Ch.20 Research and 
Development 

 

Week 12:  No class (holiday, also 
compensates for second guest 
lecture) 

Ch.21 Patents and Patent 
Policy 

 

Week 13:  Ch.22 Network Issues Ch.23 Auctions: Basic Theory 
and Applications 

 

Week 14: Ch.24 Strategic Commitments 
and International Trade; 
introduction to European 
Competition Law, and the 
Austrian and Chicago views 

No class (compensates for third 
guest lecture, possibly revision) 

Submit Final Research 
Paper (30%) 
Deadline 12 May 

Week 15:  Exam 3 (Ch.16, 19-24) General Feedback Session Exam 3 (20%) 
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VIII. Student Learning Outcomes (SLOs) 
 

Period Teaching Activities Student is able to: 
Period 1 (weeks 1-4) General introduction and revision, 

students find a research topic 
Understand important concepts: 
e.g. strategic interaction, collusion, 
equilibrium, strategy, 
differentiation, horizontal and 
vertical relations, anticompetitive 
behaviour. 
 
Explain various theories of the 
firm. 
Describe different market 
structures with a particular 
emphasis on concentration and 
monopoly power as well as 
oligopoly. 
Analyse how market structures 
affect the behaviour of firms. 
 

Period 2 (weeks 5-10) Students deepen their theoretical 
understand of strategic 
competitive interaction and 
monopolistic behaviour, and 
collect information and references 
for their research topic. 

Identify and compare the anti-
competitive pricing strategies that 
firms adopt under various market 
structures. 
Understand the terminology of 
game theory. 
Solve game theoretic models of 
industrial organization. 
Employ game theoretic models for 
analysis of particular markets and 
industries. 

Period 3 (weeks 11-15) Students study further 
applications and extensions of 
industrial organisation and 
complete their research paper. 

Explain the rationale of industry 
regulation and its possible 
consequences. 
Describe simple policy tools 
available to governments and 
other regulatory authorities, the 
contexts in which they might be 
deployed and their likely 
consequences. 
Specify appropriate policy 
interventions in imperfectly 
competitive markets. 
Understand relevant economic 
theory, including non-mainstream 
approaches, augmented by 
insights from other disciplines. 
 

 
 
See section VI for the grading scheme for the research paper. 
 


