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This course will examine the theory of collusion with an emphasis on recent
advancements which take account of private monitoring, competition policy, and
coordination without communication. Motivated by the practical problems faced by
cartels, research has explored how firms collude when they have private information
relevant to monitoring for compliance with the collusive agreement. The resulting
theories match the observed practices of recent cartels reasonably well, including those
in citric acid, lysine, and vitamins. Recognizing the illegality of explicit collusion,
there is a growing body of research examining collusion when there is the prospect of
detection and penalties. Of particular importance is assessing the impact of corporate
leniency programs on the frequency and intensity of collusion. Finally, we will cover
some recent work on tacit collusion and collusion by autonomous agents (also known
as algorithmic collusion), both of which present serious challenges to enforcement.
In covering the existing body of work, there will be a discussion of topics in need of
research.

e Course Pre-requisites: One-semester course in game theory and comfort in
working with repeated games.

e Research Proposal or Paper: Each student will submit a written report
proposing a research project. The project need not be fully executed but there
should be some progress in its implementation. It must have five parts: i)
statement of the research question(s); ii) brief survey of the literature address-
ing that question; iii) description of the theoretical model; iv) how you plan to
use that model to address the research question (that is, the types of results you
plan to derive, e.g., comparative statics); and v) some progress in executing the
project. If it were successfully executed, the project must be an original contri-
bution which means either that you’ve proposed an original research question
or you've proposed a new approach to tackling an existing research question. I
anticipate a length of around 10-15 pages.



e Topics

Introduction and collusion with perfect monitoring
Collusion with imperfect public monitoring
Collusion with private monitoring

Collusion and competition policy

A A

Coordination without communication: Tacit collusion and algorithmic col-
lusion
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