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Mini-course in Applied IO

This course is designed to cover a great deal of practical techniques in applied IO in a short amount of time. To make sure everyone is prepared to work and has thought about the topics in advance, there will be two required items of preparation to take the class:

1. Each student (either individually or with a partner of your choice) should be prepared to present one of papers numbered 1-5 on the syllabus below to the group. The presentations should be 15 minutes long and while the theoretical model will clearly be a part of your talk, you should primarily focus on the empirical issues in the paper. Please tell Dr. Ed Hopkins your choice so that we have at least one person on each paper. For papers that attract more than one group, I will choose a group at random to present. Both members of a group must speak. 

2. Each student must use the Stata dataset I have provided on retail car sales and answer the following question. How does consumer search and use of the Internet affect the price the consumer pays for a car? Please email me the Stata output containing your preferred specification (up to 3) that you think best addresses this question. Please send it in plain text in the body of the email (no attachments) by 7pm on May 25th. I will select a few to discuss in the afternoon of the 26th.

Wednesday 25th: Regression

Price dispersion:   

1. Sorensen, Alan (2000) “Equilibrium Price Dispersion in Retail Markets for Prescription Drugs” JPE vol. 108, no. 4, pp 833-850.

Estimating elasticity of demand:

2. Ellison, Glenn and Sara Ellison (2009) “Search, Obfuscation, and Price elasticities on the Internet” Econometrica, vo. 77, no. 2, pp 427-452. 

Evidence of market power:

3. Duggan, Mark and Fiona Scott Morton (2010) “The Effect of Medicare Part D on Pharmaceutical Prices and Utilization” AER, vol. 100, no. 1, pp. 590-607.

Instrumental variables:

4. Berry, Steven and Joel Waldfogel (2001) “Do Mergers Increase Product Variety? Evidence from Radio Broadcasting” QJE, vol. 116, No. 3, pp 1009-1025.

5. Dubois, Pierre, Olivier de Mouzon, Fiona Scott Morton, and Paul Seabright (2010) “Market Size and Pharmaceutical Innovation” draft, Yale University

Thursday 26th: Structural estimation of differentiated product demand systems

On Thursday we will walk through as much of Aviv Nevo’s paper as possible. I include two additional works you may find helpful. Berry et al is a classic paper, and much easier to understand after you have absorbed Nevo (2000a). Nevo (2000b) illustrates how you can use these methods to answer policy questions.

1. Nevo, Aviv (2000a) “A Practioner’s Guide to Estimation of Random-Coefficients Logit Models of Demand” Journal of Economics and Management Strategy, vol 9, no. 4, pp 513-548.

2. Nevo, Aviv (2000b) “Mergers with differentiated products: the case of the ready-to-eat cereal industry” RAND, 31, 3, pp395-421.

3. Berry, Steven, James Levinsohn, and Ariel Pakes (1995) “Automobile Prices in Market Equilibrium” Econometrica, vol 63, pp 841-890.

