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A number of high-profile court cases recently have focused new attention on the practice of tying, "quantity forcing" (requiring a buyer meet quantity targets in order to qualify for discounts) and market share contracts as a way of extending or establishing a monopoly position in a market. These cases include Concorde Boat vs. Brunswick, British Airways vs. Virgin Atlantic, SmithKline vs. Eli Lilly, Ortho Diagnostics vs. Abbot Laboratories and 3M vs. Lepage's. I propose a series of four or five lectures intended to discuss these practices in light of recent theoretical papers in Industrial Organization. They are intended to address questions such as whether the practices can be successful as exclusionary devices, whether cross market ties constitute "costless exclusion" and how contractual methods can be utilized to exploit "divide and conquer" techniques.


The subject of these lectures is an example of applied theory. The primary audience is expected to be third or fourth year theory and IO grad students but all students are welcome to attend. If you think you are highly likely to attend please send me an email so I can gauge market demand. I will not be offended if no-one sends an email, however, I would expect that if you commit to come, you will participate. I am prepared to lecture for the complete mini-course if necessary but if students would like to present some of the papers on the reading list, that is also more than welcome.

A Tentative Outline:

In the first lecture, I will discuss informally a number of the cases that have generated this new debate and some of the tests that have arisen including the “no economic sense test” and the “profit sacrifice test”. Barry Nalebuff’s “Exclusionary Bundling”  has an excellent discussion of many of these cases. Werden, Salop and Melamed are good sources for the policy questions.

In the second lecture, I will discuss primarily the issue of “costless exclusion” and the problems with this view. The papers that are relevant here are mainly Nalebuff’s “Exclusionary Bundling”, Greenlee, Reitman and Sibley, Farrell, Burstein and Mathewson and Winter (1997).

In the third lecture, I want to discuss equilibrium exclusion via quantity forcing and divide and conquer. Segal and Whinston, Ramseyer, Rasmussen and Wiley, O’Brien and Shaffer and Bernheim and Whinston and Mathewson and Winter (1987).

In the fourth lecture I will discuss some of the defenses of the contracting practices: Kolay, Ordover and Shaffer and Mills are relevant here.
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