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Objectives

The course focuses on applied economic problems such as extractive (too high) prices, lack of
competition, monopoly (mis)behaviour, environmental degradation and how microeconomics,
game theory and experimental economics can contribute to addressing these problems. The
concepts of supply and demand, profit maximization, Nash equilibria, and imperfect
information are applied to analyze these problems. The course is interactive as economics
experiments are used to support and deepen learning, as well as to teach students how to
formulate an economics experiment themselves.

Study topics

In the course we will draw upon the insights of microeconomics, game theory and
experimental economics to investigate a number of practical issues.

The first part focuses on competition. The basic theory of supply and demand is presented,
and — in an interactive session — exchange market competition is explored and how
experimental economics contributes to a better understanding in different settings. The
practical issue of extractive (too high) prices is addressed by covering the theory of monopoly
and monopolistic behavior. Next, we focus on the concept of the Nash equilibrium, and apply
this on a number of well known games (such as the prisoners' game) using experiments. The
concept of a Nash equilibrium is then used to address cournot competition and it is shown
that extractive prices are often still an issue in oligopolic markets. Governmental regulation is
often applied, but the effect of imperfect information is highlighted.

The second part focuses on the problem of public or common goods, such as the quality of the
environment. The problem of wrong or insufficient incentives is addressed as the underlying
cause for the existence of externalities and public goods. Again, experiments will be use to
highlight these concepts.

The third part focuses on auction, and the different types, such as private versus common
value and single-unit versus multi-unit auctions Auction play an important role in creating
markets, often instead of (regulated or unregulated) monopolies. An example, addressed in an
experiment is that of the cap-and-trade program addressing decarbonization efforts such asin
the EU and California.
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