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This course aims at giving both economics and law students an introduction to the basic
issues of competition policy (also called "antitrust policy"). We shall mainly use extremely
simple economics concepts and economic models to analyze competition policy issues.

The programme of the course is as follows:

1. Competition policy: History, objectives and the law

¢ Brief history of competition laws and enforcement in the US and the EU

¢ Objectives for competition policy and their compatibility with economic efficiency
¢ Brief introduction to EU competition law

2. Market power and welfare

¢ Market power reduces allocative and productive efficiency

¢ Competition policy and innovation

+ Market power and free entry: contestable markets theory; sunk costs (finiteness
property); switching costs; network externalities.

3. Market power and market definition
¢ How to measure market power
¢ How to define relevant (product and geographic) markets for antitrust purposes

4. Cartels and tacit collusion

¢ What is collusion: economics

¢ Analysis of repeated games: factors that facilitate collusion
¢ Tacit collusion under secret price cuts

¢ What is collusion: practice

¢ Ex-ante and ex-post measures to fight collusion

S. Horizontal mergers

¢ Single firm dominance (unilateral effects of mergers)

¢ Joint dominance (coordinated effects of mergers)

¢ The importance of efficiency gains: a simple framework of analysis
¢ Merger regulation in the EC

6. Vertical restraints

¢ Vertical externalities: the double marginalization case

¢ Horizontal externalities: services by retailers and the free- rider problem

¢ Mathewson-Winter's model: combining vertical restraints to internalize externalities
¢ Welfare effects of vertical restraints: intra-brand vs. inter-brand competition

¢ Vertical foreclosure: exclusive dealing and other instruments.



7. Price discrimination

¢ The (ambiguous) welfare effects of price discrimination
¢ Anti-dumping: protectionism in disguise

¢ Parallel imports and the incentives to innovate.

8. Monopolisation practices

¢ Predatory prices: long-purse and reputation models
¢ Tying and bundling

¢ Leverage in network industries

¢ Tests of anti-competitive behaviour

The course will be concluded with the discussion in class of some actual high profile cases
— the exact number of cases discussed will depend on the number of students enrolled in the
course. Materials to prepare the case will be distributed in class at the beginning of the
course. Students' participation will be requested here. For each case, a group of students
will be asked to "defend" the firm(s) while another group will be asked to support the thesis
of the Competition Agency. A general discussion will follow.

A tentative list of cases being discussed includes:

1) Airtours

2) GE/Honeywell

3) Microsoft (European case)

4) Adalat

5) Ryanair

REQUIREMENTS

Although knowledge of industrial organization is desirable, this is not a requirement.
The material we are going to deal with makes use of elementary game theory and simple
oligopoly models, which should be familiar to all graduate students.

GRADING

Students’ performance in presentations and general discussion of the cases will account for
25% of the final grade, the remaining 75% coming from the grade obtained in the final
written exam.
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The main textbook for this course is Motta, M. (2004), Competition Policy: Theory and
Practice, Cambridge University Press. This book covers all the material we shall deal with
in the course.

Some of the competition issues dealt with in the course are covered by industrial economics
textbooks, such as: Tirole, Jean (1988), The Theory of Industrial Organization, The MIT
Press, and Scherer, F.M. and D. Ross (1990), Industrial Market Structure and Economic
Performance, Boston: Houghton Mifflin Co. (The former more rigorous and based on
modern IO, the latter less useful for formalizations but making plenty of references to
empirical evidence and antitrust cases.)

For a deeper knowledge competition law (to understand competition policy one should also
have an idea about legal institutions and the law — although chapter 1 of Motta (2004) gives
an introduction to them) students might want to look at Goyder, D.G. (1998), EC
Competition Law, Third Edition, Clarendon: Oxford University Press, or Whish, R. (2001),
Competition Law, Third Edition, Butterworths.

During the course, we shall look at some models in detail. Although they are described in
the textbook mentioned above (Motta, 2004), it is strongly advised to look at the original
papers. Other works will not be discussed in depth but they are nonetheless very interesting.

The following ones are therefore recommended readings.
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