MA Economics (CITD)

Micro Economics 11
Winter Semester 2017-18
Course Instructor: Sangeeta Bansal

I Choice Under Uncertainty
Expected Utility Theorem
Monetary Lottery and Risk Aversion
Arrow Pratt Measure of Absolute Risk Aversion
Applications: Insurance and portfolio choice
Comparing risk: First order and second order stochastic dominance

(Jehle and Reny; Mas-Colell, Whinston and Green)

[INon-Cooperative Game Theory

1. Representation of a game: normal form, extensive form
2. Static Games of Complete Information

Prediction of an outcome:
Dominant strategies; Iterated elimination of dominant strategies;
Nash equilibrium: pure strategies, mixed strategies, existence

3. Dynamic Games of Complete Information
Backward induction and subgame perfect equilibrium
Sequential bargaining-Rubinstein model
4. Repeated games: finite and infinite
5. Static Games of Incomplete Information
Bayesian games and Bayesian Nash equilibrium
III Industrial Organization

Monopoly: Pricing and quantity; Deadweight loss; non-linear pricing; two part tariff,



Price discrimination, discriminating monopoly, screening, perfect discrimination, natural
monopoly Ramsey pricing; contestable markets; multi-product monopoly, multi plant monopoly,
durable good monopoly, Lerner index, quality distortion (Tirole ch 1, ch 3, ch 5)

Duopoly: Bertrand paradox, Cournot analysis

Entry, accommodation and exit: No. of firms endogenous; Bain Sylos Postulate,Dixit Spence
model, limit pricing

Monopolistic competition

Product differentiation and product selection

IV Asymmetry of Information

Principal agent models

Adverse selection

Moral hazard
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Grading

Grading will be on the basis of a mid-sem and an end-sem exam.






