

ARE 202
Microeconomic Modeling: 

Agriculture, Natural Resources, Industrial Organization
Course emphasizes how to model and test hypotheses using microeconomic tools.  We emphasize problems from agriculture, natural resources, and industrial organization.

Jeff Perloff teaches the first half of ARE 202, and Sofia Berto Villas-Boas covers the second half.


Outline
1. Comparative Statics

2. Competition
2.1. Competition (including costs; cooperatives) 

2.2. Agricultural policy

2.3. Labor cooperatives

Skills: basic maximization, comparative statics, welfare

3. Monopoly 

3.1. Welfare triangles

3.2. Constraints

3.3. Comparative statics: changes in price

3.4. Advertising

3.4.1. Theory 

3.4.2. Efficiency: Benham 

3.4.3. Welfare: Dixit‑Norman, Shapiro, Fisher 

Skills: welfare: efficiency vs. equity

Skills: welfare, Kuhn-Tucker, comparative statics

4. Price Discrimination 

4.1. Three Types

4.2. Nonlinear pricing: two-part tariffs, bundling (Adams‑Yellen)

4.3. Marketing orders

Skills: comparative statics, complex pricing, voting

5. Externalities and Resources

5.1. Externalities

5.2. Renewable resources: fishing

5.3. Nonrenewable resources: coal, oil

Skills: welfare, introduction to dynamics

6. Dominant Firm

Skills: nesting models (competition and monopoly); comparative statics

7. Cartels

7.1. Cartel Theory: Stigler 

7.2. Empirical 

Skills: approximate welfare analysis, hypothesis testing 

8. Oligopoly, Game Theory
8.1. Debate between Chamberlin and Kaldor, Stigler, and Robinson

8.2. Game Theory

8.2.1. Cournot 

8.2.2. Bertrand 

8.2.3. Stackelberg 

8.3. Conjectural variations models, Consistent conjecture models

8.4. Empirical approaches 

Skills: modeling, comparative statics, nesting models, game theory  

9. Monopolistic Competition 

9.1. Chamberlin‑type models

9.2. Spatial, Hotelling‑type models (Salop)

9.3. Hybrids (Perloff‑Salop) 

Skills: general equilibrium models, second‑best, nonexistence of equilibrium, Kuhn‑Tucker 

Second Half:

10. Equilibrium with Imperfect Information 

Skills: “breaking an equilibrium,” nonexistence of equilibrium, second‑best 

10.1  Monopoly and Provision of Quality (UUT, ch 2). 

10.2  Asymmetric Information models of product quality (T, ch 2)


•
The moral hazard, the Adverse Selection problem


•
Information Revelation 

10.3 Imperfect Information and Search models


•
Search costs, Diamond(1971)


•
Imperfect Information: Informed/uninformed consumers



Salop and Stiglitz (1977), Salop (1977). 

10.4 Empirical paper session 


Skills: Referee Report guidelines. Example Paper



Empirical project question formulation, preliminary results.



Division of referee reports and presentations among students.


10.5.  Imperfect Information, taking Salop and Stiglitz to data 


Skills: 
Use stata and matlab code:



 in “StuckCode_ForARE202_takeTwo.zip”



topic one: use variation in data to estimate structural parameters



problem set 1 due.


Skills: topic 2: recover costs. Perform counterfactual simulations


10.6. Empirical session 2: HHTT Jin and Leslie, 2003.TTHH Referee report due.


Empirical paper session 3. HHTT Scorse, 2002.TTHHP. Referee report due.

11. Dynamic Price Competition (T ch 6) 

11.1 Dynamic Price Competition and Tacit Collusion (cont.)

11.2.Taking testable reduced form predictions to scanner data



Use stata code  in “CodeToUse.zip”

Skills: Set up Empriical analysis, Testing Hypothesis w/ Reduced Form evidence

12. Strategic behavior (T ch 8), 
· Entry Accommodation, Entry deterrence, Exit, 
· Commitment (T,8) 

13.3 Vertical Integration and Vertical contracts (T ch 4, CP ch 12) 

13. 1. Vertical Restraints 

13.2 Resale price maintenance, exclusive dealers

Skills: nesting models 

· problem set 2 due.

13.3. Theory of the Firm (T ch 2, CP ch 2) 

· Vertical Boundaries of the firm/Theory of the firm 

· Transaction costs, Incomplete Contracting

· Empirical papers: Joskow, 1987 , Hastings, 2004.

14.  Identification of Market Power 
14.1.Bresnahan

14.2 Demand estimation using Beer data

Skills: Estimation of firm markups given beer demand model estimated and assuming firms are “bertrand Nash”, and retailers have no margins.
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