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Course Description & Objectives 
We will study three forms of government intervention in the private sector:  anti-trust regulation (deterring monopoly), economic regulation (regulating price, quantity, and/or entry), and social regulation (regulation to protect the environment and the health and safety of consumers and workers).  We review the market failures that provide the economic basis for government involvement in each situation, and then study the different ways in which the government intervenes to correct these failures.  In doing so, we highlight some of the important practical problems that must be solved to achieve optimal solutions, and consider the impact on business decisions and on overall social welfare of actual intervention.  By the end of the semester, you should:
1. know the economic rationales, if any, for anti-trust, economic, and social regulation

2. know the main pieces of antitrust legislation, and be able to critically evaluate the mechanisms the government uses to address monopoly problems

3. be familiar with different theories of regulatory behavior

4. be able to critically evaluate different forms of economic regulation

5. be familiar with the main areas of social regulation

6. understand how and why valuing human life plays a key role in evaluating social regulation
Prerequisites
Eco 105 or Eco 146.  Familiarity with graphs, algebra, and basic calculus is necessary.
Text
Viscusi, W. Kip, John M. Vernon, and Joseph E. Harrington, Jr.  Economics of Regulation and Antitrust, Third Edition.  The MIT Press, Cambridge, MA, 2000.

Blackboard
I will be using Blackboard to post materials for the class.  I will post a copy of this syllabus, as well as such things as announcements, assignments, additional reading, and any other supplemental material on the board.  You are responsible for checking the site regularly, as well as for downloading materials yourself, as most items will not be handed out in class. 
Grading
Hourly #1



30%



Hourly #2



30%

Final Exam



30%



Attendance & Participation

10%

· Exams will be problems and essay; the final will not be cumulative.  If you have to miss an exam, you must inform me BEFORE the test is given.  There will be no make-ups.  If you have a University-excused absence that has been verified by the Dean of Students, your other hourly and your final exam will be weighted more heavily to reflect the missing exam.
· Only very simple calculators, those that do little more than the most basic functions, are acceptable in the exam.  Please make sure you have one.
· If you have a documented learning disability, and will be requesting academic accommodation for this class, please contact Dean Cheryl Ashcroft in the Office of the Dean of Students, UC 212, 8-4152.
· You are expected to attend all classes and to be in class on time.

Important Dates
First Hourly:

Friday, February 25

Second Hourly:
Friday, April 8

Final Exam:

TBA.  Could be as late as May 11.  Make reservations accordingly.

The Student Senate has requested that the following statement be included on course syllabi:

We, the Lehigh University Student Senate, as the standing representative body of all undergraduates, reaffirm the duty and obligation of students to meet and uphold the highest principles and values of personal, moral and ethical conduct.  As partners in our educational community, both students and faculty share the responsibility for promoting and helping to ensure an environment of academic integrity.  As such, each student is expected to complete all academic course work in accordance with the standards set forth by the faculty and in compliance with the university’s Code of Conduct.
Course Outline
I.  Introduction:  January 17  
Economic Rationales for Antitrust, Economic, and Social Regulation
· Chapter 1

II:  Antitrust:  January 19 – February 18  
Antitrust Statutes

· Chapter 3

· #1:  “A Controversy:  Whom Do the Antitrust Laws Aim to Protect?” from S.J.K. Walters, Enterprise, Government, and the Public, McGraw Hill, 1993.
Evaluating the effects of monopoly power

· Chapter 4

· #2:  “Slackers or pace-setters?” The Economist, May 22, 2004.
Oligopoly, Collusion, and Price Fixing

· Chapter 5

· #3:  James Bandler, “Seagoing Chemical Haulers May Have Colluded on Rates,” Wall Street Journal, 2/20/03
· #4:  “Under the hammer,” The Economist, October 21, 2000 & “What an art; Christie’s and Sotheby’s,” The Economist, August 7, 2004.
Mergers
· Chapter 6, pages 143-155

· Chapter 7

· #5:  Department of Justice and Federal Trade Commission, Horizontal Merger Guidelines, Issued 1992, Revised 1997.
· #6:  “Of God, Larry Ellison and antitrust,” Editorial in The Economist, March 6, 2004; “Oracular visions,” The Economist, September 18, 2004; “Oracle and PeopleSoft:  Finally, marriage,” The Economist, December 18, 2004. 

Monopolization and Price Discrimination

· Chapter 9

· #7:  R. J. Gilbert and M. L. Katz, “An Economist’s Guide to U.S. v. Microsoft,” Journal of Economic Perspectives, 15(Spring 2001): 25-44.
· #8:  “Microsoft trial:  A loss of trust,” The Economist, July 7, 2001; “Microsoft:  Windows a la carte,” The Economist, March 27, 2004; “Microsoft:  Kinder, gentler?,” The Economist, May 15, 2004; Lee Gomes, “Analysis:  Microsoft’s results don’t match those of other monopolies,”  The Wall Street Journal, March 8, 2004.
Assessment

· #9:  R. W. Crandall and Clifford Winston, “Does Antitrust Policy Improve Consumer Welfare?  Assessing the Evidence,” Journal of Economic Perspectives 17(Fall 2003): 3-26; Jonathan B. Baker, “The Case for Antitrust Enforcement,” Journal of Economic Perspectives 17(Fall 2003): 27-50.
III.  Economic Regulation February 21 – April 1
Making Regulations

Practice and Theory of Regulatory Behavior

· Chapter 2

· Chapter 10

· #10:  “America’s regulatory mess,” The Economist, July 26, 2004
Theory of Natural Monopoly
Natural Monopoly Regulation and Electric Power

· Chapter 11
· Chapter 12
· #11:  “Peak-Load Pricing and Consumer Behavior,” from S.J.K. Walters, Enterprise, Government, and the Public, McGraw Hill, 1993.

· #12:  Christopher Palmeri, “California’s Utilities Doth Protest Too Much,” Business Week, January 15, 2001.
· #13:  Frank Wolak, “Lessons from the California Electricity Crisis,” CSEM Working Paper 110, May 2003.
· #14:  “Europe’s power struggle,” The Economist, July 3, 2004
Deregulation:  The case of telecommunications

· Chapter 15

· #15:  “Telecom bill now reality,” Morning Call, 2/2/96; “Mr. Bell’s legacy,” Editorial in the Wall Street Journal, 2/7/96; “Baby Bells are Bawling,” Business Week, November 4, 1996; “Commentary:  The hidden tax in your phone bill,” Business Week, May 4, 1998; “Anticipated FCC rules changes may spur broadband boom,” Morning Call, 2/11/03; ”The phone call is dead; long live the phone call,” The Economist, 12/4/04.
Regulation of Potentially Competitive Industries
· Chapter 16

· Chapters 17/18, selected pages

· #16:  “Commentary:  A Hard Truth About Deregulation,” Business Week, 7/15/96.

IV.  Social Regulation:  April 4 – April 29
Health, Safety, and Environmental Regulation in the U. S.
· Chapter 19

· #17:  “Risk and Responsibility,” Chapter 6, Economic Report of the President, January 1987.

Valuing Life and Other Non-monetary Benefits

· Chapter 20

· #18:  “Fresh Ammo for the Eco-Cops,” Business Week, 11/29/93; “Voodoo Regulation?” Business Week, 3/13/95; “The Wrong Price on a Life Lost?” The Washington Post, 12/10/02.
Product Safety

· Chapter 22

· #19:  W. A. Magat, and M. J. Moore, “Consumer product safety regulation in the United States and the United Kingdom:  the case of bicycles,” RAND Journal of Economics, 27(Spring 1996): 148-164.
Regulation of Workplace Health and Safety

· Chapter 23

· #20:  “Commentary:  OSHA’s Ergo-Rules:  Business, Hold Your Fire,” Business Week, 12/6/99.

Patents and Pharmaceuticals

· Chapter 24

· #21:  TBA
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