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COURSE DESPRIPTION

This course covers methods and applications in economic theory. This year we will focus
on econometric methods and their application that are at the core of the new empirical
industrial organization. Such topics are the estimation of demand functions, estimation of
production functions, estimation of single agent decision problems, and estimation of
games. We will also go over potential applications of these methods into other fields of
economics such as the economics of innovation, economics of education, urban
economics, and labor economics, as well as topics drawn from our own research work.

The course will emphasize the interactions between economic theory and empirical
methods rather than focusing just on the statistical analysis. | have organized the course
in six parts (see main references below). The papers which appear with an asterisk (i.e.,
*) in the reference are mandatory and you should read them. | expect you to participate
in the class discussion of some of these papers.

LECTURES

There will be two hours of lectures every week. Wed 2.10pm-4.00pm. We will be
meeting at TC 22



COMPUTATION

To complete the problem sets you must be familiar or learn a statistical package like Stata
or SAS. However, if you plan to apply for graduate school and are interested in empirical
work, then you should seriously consider learning a computational language such as
Matlab, Gauss, or Fortran.

There will be a teaching assistant to help students with both statistical packages. We will
organize two or three tutorials during the semester for statistical packages.

TEXTBOOK

There will be no text book; the course will be based on published and working papers.
EVALUATION

The final exam grade will be based on three problem sets, one midterm, and a final exam.
Problem sets 40%, term test 30%, and final exam 30%. The final exam will not be
cumulative. If you miss the midterm test due to medical reasons, there will be a make-up
test. Students are reminded that ALL students who miss a test for medical reasons MUST
contact me and submit a doctor’s note immediately. You must provide this note to us.
Students are strongly encouraged to collaborate on problem sets. However, students
should write the final answer to the problem sets on your own and submit them
individually. Students must acknowledge the help of classmates and others by citing
their names in the problem sets. Problem sets submitted within one day after the deadline

will receive 50% of the points. Problem sets submitted one day or more after the
deadline will receive zero points.

CONTENTS OF THE COURSE

1. Introduction (0-1 week)

2. Estimation of demand and supply functions / differentiated products. Instrumental
variables and the role of simulation (2-3 weeks)

3. Estimation of production functions. Simultaneity and endogenous firm exit (2
weeks)

4. Estimating the Effects of the Market for Innovation on Patent Litigation (1 week)
5. Static game of complete information (3-4 weeks)

6. Static game of incomplete information (2-3 weeks)
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