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Shake-out plays an important role in industry structure formation. This is why this topic attracts a lot of attention of IO economists. The modeling includes one (or maybe a few) leading firm in an industry and competitive fringe. The leading is interested in capture of larger share of the market in order to collect more profits in the future. In the presence of high barriers of entry one way of doing it is to force some fringe firms to leave the market (shake-out process). Shake-out can be implemented by many tools: aggressive price policy, advertisement, research and development (R&D) and so on. The current project intends to elucidate an understanding of possible shake-out scenarios.
The methodology 

Our approach mainly uses elements of the theory of repeated games in discrete and continuous time together with Nash Equilibrium concept. The solution of a typical model requires good understanding mathematical tools from calculus of variation and optimal control. Numerical simulations might be necessary when analytical results are infeasible.

Suggested list of Master Thesis topics

1. The role of consumer loyalty in shake-out.

It is well know that the degree of consumer loyalty to some firm plays a significant role for profits collection of the firm and as a result determines the stability of the firm in industry. This research addresses the issue of how consumer loyalty affects the industry structure dynamics.
2. Advertisement and shake-out.

Aggressive advertising policy helps to shape an unfavorable market conditions for competitive fringe. The current topic addresses the issue of optimal shake-out policy with advertisement.
3. R&D and shake-out.

It is known that R&D is aimed for design of new products and lowering down costs. Also it can be used for shake-out. How R&D should be shaped to speed up this process is the essence of this research.
4. Collusion and shake-out.

The issue of tacit collusion is well studied in IO. In this topic the issue of possibility of collusion in order to shake out the fringe firms is addressed.
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