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Objective: The course aims at providing an overview of industrial organization
theory, with special emphasis on competition policy of the South Asian countries.
Students are expected to have some prior training in advanced microeconomics and
game theory. The unique feature of the course will be integration of theoretical
concepts with practical applications in competition policy, with special emphasis on
South Asian countries.

Topics:

1. History of 10 and Theory of the firm
Brief history of 10 and techniques used in analysis of problems in 10; theories
of the firm (contractual view of the firm).

2. Imperfect competition: From monopolistic markets to oligopoly theory

A recollection of the theory of imperfect competition, starting from monopoly,
monopsony to oligopolistic markets. Definition of market power and standard
measures of market power. We cover natural monopoly, bilateral monopoly,
intertemporal price discrimination in durable goods monopoly, bargaining
models with a discussion on Nash bargaining equilibrium before discussing
monopsony and oligopoly.

3. Product Quality and Advertising
Introducing the notion of product space, competition in quality and
advertising. Persuasive advertising: Dorfman-Steiner condition, Informative
advertising.

4. Product differentiation
Horizontal versus vertical differentiation, Horizontal differentiation models:
Hotelling’s linear city model and Salop’s circular city model, Vertical
differentiation: a modified Hotelling’s model, Damaged goods.

5. Entry, Accomodation and Exit
Fixed versus sunk costs, Fixed costs in natural monopoly, Contestable

markets, Sunk costs and barriers to entry: the Stackelberg-Spence-Dixit
model, Taxonomy of business strategies with applications.



6. Collusion and anti-trust

Tacit collusion and anti-trust policy in South Asian countries; Analysis of
some case studies of collusion in India and other countries.

7. Abuse of dominant power, limit pricing , predatory pricing and anti-trust
Definition of relevant market and abuse of dominant power in anti-trust
analysis. Limit pricing and predatory pricing; Analysis of anti-trust cases
involving limit and predatory pricing in South Asian countries.

8. Network externalities and anti-trust

Definition of network externalities, consumer lock-in, installed base and anti-
competitive effects. Network effects and standardization of new technologies.
Analysis of a recent anti-trust case in India involving network effects.
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Evaluation: There will be a midterm presentation carrying 40 per cent weightage and
an end semester project carrying 60 per cent weightage.



