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The current project spans on two large fields of economics. The students are supposed
to choose a topic from any field. Below a brief introduction to fields and possible topics for
master theses are provided.

1. The Economics of Advertising

Advertising plays an important role in economics. It affects on profit of any firm as
well as on consumption decision and as a result on utility of any consumer. This is why this
topic attracts a lot of attention of economists. The modeling of advertising includes two main
elements: (1) specification of firms and their advertising possibilities and (2) specification of
consumers’ demand together with their reaction to advertising. The current project intends to
contribute to understanding of the role of advertising in economics. The detailed description
of the history of development of the economic analysis of advertising can be found in Bagwell
(2001).

The methodology

Our approach mainly uses elements of the theory of one shot and repeated games in
discrete and continuous time together with Nash Equilibrium concept. The solution of a
typical model requires good understanding mathematical tools from optimal control theory.
Numerical simulations might be necessary when analytical results are infeasible. Also an
empirical work which is related with a study of advertising is welcomed.

Suggested list of Master Thesis topics

1. Interaction of consumer loyalty and advertising

It is well know that the degree of consumer loyalty to some firm plays a significant role for
profits collection of the firm. Consumer loyalty might be affected by advertisement. This
research addresses the issue of how consumer loyalty can be formed by ads.

2. Informative versus persuasive advertising: what is preferred most by a firm?

In this research an industry with many firms is considered. These firms are supposed to have
heterogeneous characteristics. The purpose is to find what kinds of advertisement get chosen
when these firms are involved into oligopolistic competition.

3. Prestige and advertising

It is know that prestige plays an important role in modern economics. This research suggests
considering an industry where consumers have concern about not only product itself but

rather the prestige this product brings to the consumer. In this model firms will compete by
advertisement to build the prestige for their products.



4. Advertising and stability of a cartel

The issue of tacit collusion is well studied in 10. In this topic the issue of stability of collusion
is considered when firms’ strategies include advertising which, in turn, might be imperfectly
observed by the members of the cartel.
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2. The Economics of Regulation

Monopoly power, externalities and incomplete markets are among the market failures
that motivate government intervention in the economy. But government intervention is also
plagued by inefficiencies. Some interpret government failures as evidence that politicians are
intervening in the economy to further their career or wealth rather than to correct market
imperfections. Others point to the agency problem characterizing government intervention.
Government intervention requires the use of agents to collect information, make decision, and
implement policies. As all economic agents government employees are self-interested. By
virtue of their superior information, they are hard to monitor perfectly. Using tools from game
theory including agency theory a significant literature has developed addressing inefficiency
and corruption in government intervention. We propose two topics within this rapidly
expanding field.

Suggested list of Master Thesis topics
1. Corruption in entry procedures:

The creation of new enterprises or the launching of new industrial projects is regulated in
most countries. A main reason is to screen potentially harmful projects from socially
beneficial ones by requesting conformity with a series of regulations. In many countries entry
procedures are plagued by inefficiencies and corruption. The idea of this project is to work on
a unique experimental study of corruption by Bertrand, Djankov, Hanna and Mullainathan
from Harvard. The student should first try to relate the data to the theoretical literature and
then develop a simple model to capture the role of intermediary agents.

2. A mechanism to combat favoritism in procurement



Procurement procedures are aimed at creating a competitive market for objects that cannot be
purchased on regular markets. Corruption in procurement procedures is a widespread
phenomenon. There exist several auction theoretical papers addressing aspects of corruption
in first price auction. Other authors have investigated the issue of favoritism in multiple
criteria auction. Favoritism is present when tender documents are biased in favor of some
firm(s). There exists casual evidence that firms engaged in procurement tenders are quite well
aware of which firm(s) is favored by tender documents. The idea with this project is to depart
from a simplified version of Lambert-Mogiliansky and Kosenok model of favoritism and to
investigate how one exploit firms’ private information to combat favoritism. More precisely
the student is expected to devise and investigate a simple mechanism of pre-auction
consultation as a mean to reduce the costs of favoritism for society.
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