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COURSE DESCRIPTION

This is a course in Game Theory and its Applications. Its aim is to lead to a better understanding of
economic reasoning and decision making. There is no single textbook for this course.

We study the strategic interactions of rational players and their consequences. We will put an emphasis on
applications in Industrial Organization, e.g. Cournot, Bertrand, and Hotelling Duopolies and some cases.

After an introduction to the basic concepts of hormal and extensive form games we look at repeated games
and their application to the behaviour of Cartels and implications for Competition Policy.

We will then treat games of incomplete information and apply them to some auctions. Finally we may look at
fundamental results of mechanism design theory and how these can be used to spur innovative activity.

Type of course

O Elective course

Language of instruction

O English

PEDAGOGICAL FORMAT

The course takes place every other week in two two-hour blocks. It consists of lectures that cover theory and
applications treated in class, both by exercise problems and matching cases. These will prepare students for
the mid-term and the final exam.
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COURSE GRADE SYSTEM

Grading takes into account class performance including exercises and cases (20%), one mid term (30%),
and one final exam (50%). Make-up exams will be given on presentation of a doctor’'s note indicating the
inability of the student to take the exam at the scheduled time only.

DETAILED OUTLINE (TENTATIVE)
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Introduction to Game Theory, Normal form Games, Rationality, Nash Equilibrium.
Mixed strategy Nash Equilibrium, Oddness Theorem.

Applications: Cournot, Bertrand, and Hotelling Duopoly.

Correlated Equilibrium and Bayes’ Theorem.

Extensive form games with perfect information.

Subgame Perfect Equilibrium.

Application: Stackelberg Duopoly.

Repeated Games and Folk Theorems.

Application: Cartels.

10. Games of Incomplete Information with Applications: Cournot Duopoly and Auctions.
11. Mechanism Design and Applications to Innovation.
12. Final Exam.
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