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MODULE DESCRIPTION
	1.
	Class Title
	Economics of Regulation

	
	· credit value
	12 

	
	· standard / level
	Masters (Diploma stage of Masters Programme by Open Learning)

	
	· core / optional
	optional 

	
	· semester
	semester 2 (except when taken by Open Learning)

	
	· pre-requisites
	None

	
	· session
	2005-06

	2.
	Contact details

	
	Lecturer in Charge
	To be announced

	
	· telephone number
	0141 548 

	
	· e-mail address
	@strath.ac.uk

	
	Administrator
	Joyce Russell

	
	· telephone number
	0141 548 3865

	
	· e-mail address
	j.m.russell@strath.ac.uk

	3.
	Overview

	
	This class examines the economic underpinnings of the regulation of private sector economic activity.  It focuses, in particular, on the regulation of natural monopolies.  Consequently, it provides a basis for understanding the regulatory framework within which the UK’s privatised public utilities operate.  A second, more minor theme is self-regulation.  Here we are concerned with areas of activity which it is thought should not be left to unregulated market forces but where regulation of the market is in the hands of the suppliers themselves.  We will particularly examine the case of self-regulation of the professions.

	4.
	Syllabus

	
	(a)  Topics

The following topics will be covered: 

Economic regulation: Definition, purpose and justification; theories of regulation; public interest theory, capture theory, economic theory of regulation; market failure; state ownership, regulation, franchising, inter-modal competition.

Regulation of natural monopolies: Traditional definition of natural monopoly; modern definition: subadditivity, sustainability, contestability; Ramsey prices, Weak Invisible Hand theorem.

Pricing under natural monopoly: Efficiency consideration; first-best solutions; second-best solutions; price-discrimination; structure of prices; level of prices; cost of service regulation, incentive-based regulation.

Effects of regulation: Principles and methods, evidence from UK and US; analysis of utilities.

Self-regulation: Imperfect information, credence goods; regulatory competition; the professions; deregulating the legal services market.  
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The lectures on self-regulation will be based on Stephen & Love (2000) and the references cited therein.  A copy of this can be downloaded at http://allserv.rug.ac.be/~gdegeest/5860book.pdf

	5.
	Class Materials

	
	Additional reading will be provided on a topic-by-topic basis.

	6.
	Assessment Structure


(b)


	Module Specific Assessment Criteria

Assignment

The written assignment should demonstrate an ability to utilise the economic concepts and approaches covered in this module.  In the course of doing this there should be evidence of

i.
the use of library and web-based resources to research a topic

ii. 
presentation of relevant evidence and arguments in a coherent and structured form

iii. 
ability to reach a conclusion based on appropriate economic analysis

Examination

The final exam performance should demonstrate an understanding of

i.
the significance, in shaping economic behaviour and policy, of the economic concepts discussed in the module

ii.
the strengths and limitations of the analytical approaches covered in the module for the analysis and development of policy.
	

	7.
	Learning Outcomes

	
	(a) Subject-specific knowledge and skills 

On completing this class you will have:

· An understanding of the strengths and weaknesses of the economic foundations of regulation policy.

· An understanding of why regulation has been thought necessary for natural monopoly industries and an appreciation of the different factors which are relevant to the setting of prices under natural monopoly.

· An understanding of the economic case for and against the self-regulation of professional service industries and an appreciation of the empirical evidence on its effects.

(b) Cognitive abilities and non-subject specific skills

An ability to identify, extract, interpret and present information from public sources relevant to case analysis.

Experience of team working in a research and reporting context

	8.
	Elements of Teaching

	
	Various approaches are used in the class, including formal teaching, class discussion, directed reading, student library and web-based research and group presentations.  The lectures will provide an introduction to each of the topics covered in this module that will concentrate on the general principles involved. The recommended reading will provide a more extensive discussion of each topic, and point to additional reading.  The seminar presentations will test understanding of the topics chosen and promote discussion between students and lecturers on the topics.  It will involve students working in collaboration with each other on a non-technical presentation of policy issues for an audience of non-economists.

	9.
	Teaching Staff

	
	To be announced.

	10.
	Additional Information

	
	Additional Information

	11.
	Complaints Procedure, Equal Opportunities and Disability Service

	
	Information on the University’s Complaints Procedure, Policy on Equal Opportunities and Provision for Students with Special Needs is contained in the MSc Economic Management and Policy Handbook. This information is also available on the Faculty’s Undergraduate Student Handbook and on the University’s web pages: http://www.strath.ac.uk

Students’ with Special Needs should see the Module Administrator, Joyce Russell, as soon as possible.  Students who believe they may need additional support or equipment, but have not spoken to anyone in the University about it yet should also contact the University’s Disability Service, Level 4, Graham Hills Building, tel: 0141 548 3402, web: http://www.mis.strath.ac.uk/SSS/
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