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This course studies recent developments in theoretical industrial organization from a game-theoretic per-
spective, with a focus on how search, learning and repeated interaction shape market outcomes. It begins
with sequential consumer search and the equilibrium theory of price dispersion, and then asks how de-
cision makers learn: optimal dynamic information acquisition, bandit models of experimentation, where
free-riding shapes what groups learn, and Wald problems in which a regulator decides when to approve a
product. The second part turns to firms that interact over time: dynamic monopoly and intertemporal price
discrimination, from the Coase conjecture to pricing when buyers learn, and cartels and collusion, from col-
lusion under imperfectmonitoring to the detection of bidding rings in public procurement. The course closes
with competition and innovation: preemption, patents and the direction of innovation, and price competi-
tion when consumers are informed or search. The emphasis is on the tools (Pandora’s rule, continuous-time
bandits, optimal stopping, recursive methods for repeated games) and on what they deliver in applications,
alongside evidence on price dispersion and cartels. Assessment consists of an in-class paper presentation
and a referee report.

Course Outline

1. Sequential search and price dispersion
a. Optimal sequential search: Pandora’s rule (Weitzman)
b. The Diamond paradox and equilibrium price dispersion (Diamond; Reinganum, 1979; Varian;

Burdett and Judd; Baye, Kovenock and de Vries)
c. Oligopoly pricing with sequential search and differentiated products (Stahl; Wolinsky; Anderson

and Renault)
d. Information and prices in search markets (Bergemann, Brooks and Morris)
e. Evidence on price dispersion and consumer search (Lach; De los Santos, Hortaçsu and Wilden-

beest)
f. Search on uncharted terrain; collective progress and exit waves (Urgun and Yariv; Cetemen, Ur-

gun and Yariv)
2. Information acquisition

a. Optimal dynamic information acquisition and time-risk preferences (Zhong; Chen and Zhong)
b. The cost of optimally acquired information (Bloedel and Zhong)
c. Preparing to act (Georgiadis-Harris)

3. Bandit models of experimentation
a. Learning demand by pricing: two-armed bandits and incomplete learning (Rothschild; McLen-

nan)
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b. Single-agent experimentation: changing environments and Lévy bandits (Keller and Rady, 1999;
Cohen and Solan)

c. Strategic experimentation and free-riding: Brownian, exponential and Poisson bandits, good and
bad news (Bolton and Harris; Keller, Rady and Cripps; Keller and Rady, 2010, 2015)

d. Overcoming free-riding in bandit games (Hörner, Klein and Rady)
e. Experimentation over correlated alternatives (Callander; Wong; Carnehl and Schneider)
f. Disentangling exploration from exploitation (Lizzeri, Shmaya and Yariv)
g. Market applications: two-sided platforms and algorithmic collusion (Peitz, Rady and Trepper;

Banchio and Mantegazza)
4. Wald problems and approval

a. Sequential sampling and the optimal level of experimentation (Moscarini and Smith)
b. Research and the approval process as persuasion (Henry and Ottaviani)
c. Experimentation and approval mechanisms (McClellan)

5. Dynamic monopoly and intertemporal price discrimination
a. Intertemporal price discrimination with commitment (Stokey)
b. Durable-goods monopoly without commitment: the Coase conjecture (Gul, Sonnenschein and

Wilson)
c. A robust Coase conjecture for differentiated goods (Nava and Schiraldi)
d. Coasian dynamics with learning and news (Laiho and Salmi; Daley and Green)
e. Dynamic pricing, trials and dynamic screening (Krasikov and Lamba; Gan and Wu; Hörner and

Sanktjohanser)
6. Repeated games, cartels and collusion

a. Collusion under imperfect monitoring and optimal cartel equilibria (Green and Porter; Abreu,
Pearce and Stacchetti)

b. Price wars during booms; evidence from the Joint Executive Committee (Rotemberg and Saloner;
Ellison)

c. Collusion with private information and price rigidity (Athey and Bagwell; Athey, Bagwell and
Sanchirico)

d. Mediated collusion (Ortner, Sugaya and Wolitzky)
e. Detecting collusion in procurement auctions: constrained bids, robust screens and bid rotation

(Chassang and Ortner; Chassang, Kawai, Nakabayashi and Ortner; Kawai, Nakabayashi, Ortner
and Chassang)

f. Inside cartels: a bidding ring and the vitamin cartels (Kawai, Nakabayashi and Ortner; Igami and
Sugaya)

7. Competition and innovation
a. Preemption and the persistence of monopoly (Gilbert and Newbery; Reinganum, 1983; Hopen-

hayn and Squintani, 2011)
b. Patent rights, disclosure and the direction of innovation (Hopenhayn and Squintani, 2016, 2021)
c. Strategic exploration: pre-emption and prioritization (Liu and Wong)
d. Price competition with informed and searching consumers (Moscarini and Ottaviani; Choi, Dai

and Kim; Armstrong and Zhou; Board and Lu)
e. Personalized pricing and competition (Rhodes and Zhou)
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8. Student presentations
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