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Our objective is to give students a working knowledge of the analytical tools that bear most directly on the economic decisions firms must regularly make. This course examines the choices that we make which affect others and the choices others make that affect us. Such situations are known as "games" and game-playing, while sounding whimsical, is serious business. Managers frequently play "games" both within the firm and outside it – with competitors, customers, regulators, and even capital markets! The goal of this course is to enhance a student's ability to think strategically in complex, interactive environments. Knowledge of game theory will give students an advantage in such strategic settings. The course is structured around three "themes for acquiring advantage in games": commitment / strategic moves, exploiting hidden information, and limited rationality. Finally, we will also examine the behavior of individual markets -- and the producers and consumers that sell and buy in those markets -- in some detail, focusing on cost analysis, the determinants of market demand, pricing strategy, market power, and the implications of government regulatory policies. We will also examine the implications of economics on other business practices, such as incentive plans, auctions, and transfer pricing.
The course is structured around three "themes for acquiring advantage in games":
1. Commitment / Strategic Moves: Credibility, threats, and promises as ways to change the game being played.
2. Exploiting Hidden Information: When to reveal information or not, including when to surprise an opponent. Adverse selection as a strategic force.
3. Limited Rationality: How to play when others may not be fully rational, and when others are uncertain about your rationality.
Specific issues that arise in business strategy will act as motivation, but this is not a course about business tactics. For instance, you will not necessarily become a better trader or a better negotiator. Rather the goal is to provide you with a deeper understanding of key issues that arise in a wide variety of strategic situations.
Class Proceeding:

Students use game theory in the interactive games they play against each other both in class and online, as described on the assignments. The three team assignments nclude a real-world application. My view is that the important ideas of game theory are best mastered not at the level of some abstract theory but through the flesh and blood of real examples. For this reason, we will discuss numerous real-world examples and analyze games that arise in business settings. Indeed, an important element of the course is a team project in which students will identify a real-world game of interest, analyze it using the tools of the course, and offer concrete strategic advice to some player in the game.
In the same spirit, my goal is to teach game theory, not mathematics. We will spend our time methodically calculating equilibrium in the Cournot oligopoly game by deriving reaction curves and so on, but there was nothing truly interesting at the superficial – though mathematical – level of that treatment. We will of course use reaction curves and such as tools but only ultimately to get to ideas that are mathematics-free. So when someone asks you a simple question without all of the equations and curves (say "Should we pursue a cost-reducing innovation that will ultimately lower both our costs and our competitors?") you will have a ready understanding of the key strategic issues involved.
Readings:
The assigned readings in this course have been selected to provide a balance of principles, tools, and applications; they are detailed in the readings section. 
The text for this course is:
Dixit, Avinash K., and Susan Skeath. Games of Strategy. New York, NY: W. W. Norton & Company, 1999. ISBN: 0393974219.
The supplementary  text for the course is: Pindyck, Robert S., and Daniel L. Rubinfeld. Microeconomics. 5th ed. Upper Saddle River, NJ: Prentice-Hall, 27 July 2000.
In addition to these readings, you should keep informed about current economic issues by reading the Wall Street Journal or the Business section of the New York Times on a regular basis. A magazine such as Business Week or The Economist is also useful for this purpose.
Grades
Grades will depend on three team assignments (one "problem set", one "strategy memo", and one "real-world application"), games participation (including online and in-class games), and a final exam.
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	15%
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	25%
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	20%
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	25%



	


