Pomona College

Economics 190

Spring 2005
Senior Seminar: The Entertainment Industries
Stephen V. Marks

Office: Carnegie 208, x3342, smarks@pomona.edu
Hours: T 2-4 or by appointment

We first develop some general foundations within applied microeconomics, including themes within the law-and-economics tradition.  We then examine selected topics in the industrial economics of motion pictures, music, and sports.  Within these industries, we will focus on institutions (rules, practices, or arrangements) that can be interpreted either as a means to promote efficiency (which typically implies broad societal gains) or as a means to exploit market power (which may benefit certain influential economic groups) or both.
This course involves a lot of reading and writing, and will thrive on your active participation in class.  All class sessions will involve at least some discussion.  Attendance and participation will count toward your final grade.

On the attached course outline, required items are indicated with an asterisk, and are to be read before class on  the date indicated.  Each student will write short papers (3 to 5 pages each) on four items he/she chooses from among the ten items with a shaded background in the course outline.  Teams of two students will do class presentations of articles from among those marked with an “S”.  Each of these students will write one of his/her short papers on the item being presented, picking three others from the remainder of the shaded items.

Although the course focuses mostly on industrial organization or legal issues, students can select topics for their term projects more broadly (on labor discrimination in a particular professional sport, for example).  You are strongly encouraged to do some sort of empirical analysis in your project.  We will get an early start on these projects, with submission of a (non-graded) proposal on February 7, followed by submission of two complete drafts of the term paper.
Five class sessions toward the end of the semester are set aside for student presentations.  In each of these, a classmate will present and critique the term paper of another student, who will then have an opportunity to respond followed by general discussion.  At the end, we will have a vote rating the term projects, and the top one or two vote getters will present their projects to the economics seniors and faculty on the last day of class.

4 short papers (10 opportunities)
30%


Research paper (drafts 15-20 pages)
50%


Joint in-class presentation of an article
5%


In-class presentation of a research paper
5%


In-class “defense” of your research paper
5%


Attendance and other class participation
5%

All written work must be completed by the start of the class session on the due date.  A Web site for the course is at http://www.economics.pomona.edu/Marks/Econ_190/.
COURSE OUTLINE

Foundations

1. Introduction: Institutional Economics (1/19)

2. The Coase Theorem and Transaction Costs (1/24)

* A. Mitchell Polinsky, “The Coase Theorem,” Chapter 3 of his An Introduction to Law and Economics, second edition, New York: Aspen Law and Business, 1989.

3. Firm-Specific Sunk Costs and Holdups (1/26) 

* Benjamin Klein, Robert Crawford, and Armen Alchian. “Vertical Integration, Appropriable Rents, and the Competitive Contracting Process.” Journal of Law and Economics 21 (October 1978), 297-326.

4. Principal-Agent Issues (1/31)

* David E. M. Sappington. “Incentives in Principal-Agent Relationships.” Journal of Economic Perspectives 5 (Spring 1991), 45-66.

5. Market-Based Contract Enforcement (2/2)

* Benjamin Klein and Keith B. Leffler. 1981. “The Role of Market Forces in Assuring Contractual Performance.” Journal of Political Economy 89 (August), 615-41. (S)
6. Winner-Take-All Markets (2/7)

* Robert H. Frank and Philip J. Cook, “How Winner-Take-All Markets Arise,” Chapter 2 of their book, The Winner-Take-All Society, New York : The Free Press, 1995.

Moshe Adler, “Stardom and Talent,” American Economic Review 75 (March 1985), 208-12.

Sherwin Rosen, “The Economics of Superstars,” American Economic Review 71 (December 1981), 845-58.

Term paper proposals are due in class today.  If more than one student proposes to work on a particular topic, the student handing in the best proposal will be given that topic, while the other students will have to find alternatives.

The Motion Picture Industry

7. Introduction (2/9)

* Barry R. Litman, “Motion Picture Entertainment,” Chapter 7 of Walter Adams and James W. Brock, eds., The Structure of American Industry, tenth edition, Upper Saddle River, NJ: Prentice Hall, 2001.

* Paul Krugman and Maurice Obstfeld, “External Economies,” an excerpt from Chapter 6 of their book, International Economics: Theory and Policy, fifth edition, Reading, MA: Addison Wesley, 2000.

* Thomas E. Borcherding and Darren Filson, “Conflicts of Interest in the Hollywood Film Industry: Coming to America—Tales from the Casting Couch, Gross and Net, in a Risky Business,” in  Michael Davis and Andrew Stark, eds., Conflict of Interest in the Professions, Oxford, UK: Oxford University Press, 2001.
8. Block Booking and Related Issues (2/14)

* Arthur De Vany and Ross D. Eckert, “Motion Picture Antitrust: The Paramount Cases Revisited,” Research in Law and Economics 14 (1991), 51-112.  (S)

* George J. Stigler, “A Note on Block Booking,” Chapter 15 of his book, The Organization of Industry, Homewood, IL: Richard D. Irwin, 1968.

F. Andrew Hanssen, “The Block Booking of Films Reexamined,” Journal of Law and Economics 43 (October 2000), 395-426.

Roy W. Kenney and Benjamin Klein, “How Block Booking Facilitated Self-Enforcing Film Contracts,” Journal of Law and Economics 43 (October 2000), 427-435.

9. Gross and Net (2/16)

* Mark Weinstein, “Profit Sharing Contracts in Hollywood: Evolution and Analysis,” Journal of Legal Studies 27 (January 1998), 67-112. (S)

Victor P. Goldberg, “The Net Profits Puzzle,” Columbia Law Review 97 (March 1997), 524-550.

10. A Risky Business (2/21)

* Arthur De Vany and W. David Walls, “Uncertainty in the Movie Industry: Does Star Power Reduce the Terror of the Box Office?” Journal of Cultural Economics 23 (November 1999), 285-318.

* Jay Prag and James Casavant, “An Empirical Study of the Determinants of Revenues and Marketing Expenditures in the Motion Picture Industry,” Journal of Cultural Economics 18 (number 3, 1994), 217-35.
Intellectual Property Issues

11. Introduction (2/23)

* Stanley M. Besen and Leo J. Raskind, “An Introduction to the Law and Economics of Intellectual Property,”  Journal of Economic Perspectives 5 (Winter 1991), 3-27.

* William Landes and Douglas Lichtman, “Indirect Liability for Copyright Infringement: Napster and Beyond,” Journal of Economic Perspectives 17 (Spring 2003), 113-24.
12. Internet and Copyright (2/28)

* Peter J. Alexander, “Peer-to-Peer File Sharing: The Case of the Music Recording Industry,” Review of Industrial Organization 20, (March 2002): 151–161, 2002.

* Benjamin Klein, Andres V. Lerner, and Kevin M. Murphy, “The Economics of Copyright “Fair Use” in a Networked World,” American Economic Review 92 (May 2002), 205-208.

Stan Liebowitz, “Will MP3 Downloads Annihilate the Record Industry? The Evidence So Far,” in Gary Libecap, ed., Advances in the Study of Entrepreneurship, Innovation and Economic Growth, Greenwich, CT: JAI Press, 2003.
13. The Right of Publicity (3/2)

* Dawn H. Dawson, “The Final Frontier: Right of Publicity in Fictional Characters,” University of Illinois Law Review 2001, 635-68.

Other Topics in Entertainment
14. Pricing and Related Issues (3/7)

* Edgar K. Browning and Mark A. Zupan, “Intertemporal Price Discrimination,” an excerpt from Chapter 11 of their book, Microeconomic Theory and Applications, sixth edition, Reading, MA: Addison Wesley, 1999.

* Pascal Courty, “Some Economics of Ticket Resale,” Journal of Economic Perspectives 17 (Spring 2003), 85-97.
* Geoff Boucher, “Cover Story; $250? That's the Ticket; The Cost of Concerts Keeps Going Up. At What Point Will it Stop?,” Los Angeles Times, September 6, 2001.

Alan B. Krueger, “The Economics of Real Superstars: The Market for Rock Concerts in the Material World,” Working Paper #484, Industrial Relations Section, Princeton University, April 2004.

Björn Frank, “Optimal Timing of Movie Releases in Ancillary Markets: The Case of Video Releases,” Journal of Cultural Economics 18  (number 2, 1994), 125-33.

15. Payola: Magic of the Market? (3/9)

* Ronald H. Coase, “Payola in Radio and Television Broadcasting,” Journal of Law and Economics 2 (October 1979), 269-328. (S) 
* Jeff Leeds, “Middlemen Put Price on Airplay; Music: Independent Record Promoters Earn Per-Song Fees, but Pay Stations for Service that Avoids Anti-payola Law,” Los Angeles Times, December 27, 2001.

* Walter Hamilton and Chuck Philips, “Spitzer's Latest Focus: The Record Industry,” Los Angeles Times, October 23, 2004.
Professional Sports Leagues

16. Introduction (3/21)

* James Quirk and Rodney Fort, “The Scene of the Crime,” Chapter 1 of their book, Hard Ball: The Abuse of Power in Pro Team Sports, Princeton, NJ: Princeton University Press, 1999.

* Gerald W. Scully, “The Economics of Sports Leagues,” Chapter 1 of his book,  The Market Structure of Sports, Chicago: University of Chicago Press, 1995.

Mohamed El-Hodiri and James Quirk, “An Economic Model of a Professional Sports League,” Journal of Political Economy 79 (October 1971), 1302-28.

17. Competitive Balance (3/23)

* James Quirk and Rodney D. Fort, “Competitive Balance in Sports Leagues,” chapter 7 of their book, Pay Dirt: The Business of Professional Team Sports, Princeton, NJ: Princeton University Press, 1992.

Ira Horowitz, “The Increasing Competitive Balance in Major League Baseball,” Review of Industrial Organization 12 (number 3, 1997), 373-87.

David H. Richardson, “Pay, Performance, and Competitive Balance in the National Hockey League,” Eastern Economic Journal 26 (Fall 2000), 393-417.

Kevin B. Grier and Robert D. Tollison, “The Rookie Draft and Competitive Balance: The Case of Professional Football,” Journal of Economic Behavior and Organization 25 (October 1994), 293-8.

Term Paper First Draft Due (3/28)

We will not hold class this day.  First drafts will not be considered late if turned in by 5:00 PM.

18. Revenue Sharing (3/30)

* Rodney Fort and James Quirk, “Cross-subsidization, Incentives, and Outcomes in Professional Team Sports Leagues,” Journal of Economic Literature 33 (September 1995), 1265-99. (S)

* Stefan Késenne, “Revenue Sharing and Competitive Balance in Professional Team Sports,” Journal of Sports Economics 1 (February 2000), 56-65.

19. Rival Leagues and Expansion (4/4)

* James Quirk and Rodney D. Fort, “Rival Leagues and League Expansion: Baseball, Basketball, and Hockey,” Chapter 8 of Pay Dirt.

* James Quirk and Rodney D. Fort, “Rival Leagues: The Great Football Wars,” Chapter 9 of Pay Dirt.

20. Sports Stadiums (4/6)

* John Siegfried and Andrew Zimbalist, “The Economics of Sports Facilities and Their Communities,” Journal of Economic Perspectives 14 (Summer 2000), 95-114. (S)

* Craig A. Depken II, “Fan Loyalty and Stadium Funding in Professional Baseball, Journal of Sports Economics 1 (May 2000), 124-38.

Roger G. Noll and Andrew Zimbalist, eds., Sports, Jobs, and Taxes, The Economic Impact of Sports Teams and Stadiums, Washington, DC: Brookings Institution, 1997.

Open Date (4/11)

Term Paper Final Drafts Due (4/13)

The final draft of the term paper is due at the start of class.  Students will bring two copies of the final draft—one for the professor and one for a classmate who will present the student’s term paper.  We will schedule the presentations, then adjourn to begin preparations.

Student Research Presentations (4/18, 4/20, 4/25, 4/27, 5/2)

Senior Economics Conference (5/4)

All economics senior seminar participants and instructors will gather in the Blue Room of Frank Hall for lunch and presentations 12:00-2:30 on this last day of class.

