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Instructor: Professor Dennis Caplan   Office:  BB387  
Office Hours: By appointment    Phone: 956-8366 
Email:  dcaplan@ualbany.edu  
      
Seminar objective: To provide an introduction to the field of game theory, focusing on 
applications in economics and business, and introducing students to applications in 
political science and social psychology. Game theory is a method for modeling behavior 
and optimal strategies when there are at least two decision-makers, yet a small enough 
number such that each person is affected by, and anticipates, the actions of the other 
decision-makers. Game theory encompasses situations in which decision-makers compete 
directly against each other, and also situations in which decision-makers share 
overlapping or common objectives but must act individually. 
 
The seminar will be conducted from a non-mathematical perspective in order to make the 
subject matter accessible to students with minimal mathematical background. In the 
seminar, we will play some well-known “games” that game theorists have studied, 
including “The Prisoner’s Dilemma” and the “Battle of the Sexes,” and we will compare 
our own strategies in these games to the predictions of game theorists. We will discuss 
practical applications of some well-known game theoretic models, including why you 
should not sell a good used car, and why restaurants go in and out of popularity so 
quickly. We will also examine optimal bidding strategies in auctions.   
 
Learning Objectives: 
After successfully completing this course, students will be able to:  

- Demonstrate an understanding of how game theory provides insights into 
decision-making, in both cooperative and competitive settings, where two or more 
decision-makers act in their own self-interest and anticipate each other’s actions.   

- Demonstrate an appreciation of the role of game theory within the social sciences; 
- Classify games according to standard game theoretic terminology; 
- Map from a set of facts about a game to a description of that game in both Normal 

Form and Extensive Form. 
- Identify the Nash equilibria in various two-person and three-person games; 
- Classify auctions according to standard game theoretic terminology and 

demonstrate an understanding of optimal bidding strategies; 
- Demonstrate an understanding of the relative advantages of various voting 

schemes.  
 
Course materials: Following are the required books for this course: 



 
- Game Theory: A Nontechnical Introduction, by Morton D. Davis, copyright 1983, 

Dover Publications. 
 

- Game Theory: A Very Short Introduction, by Ken Binmore, copyright 2007, 
Oxford University Press. 

 
In addition, students are encouraged to read A Beautiful Mind, the biography of John 
Nash by Sylvia Nasar.  
Additional required materials are indicated in the syllabus and will be handed out in class 
periodically throughout the semester.    
 
Seminar format: During most class sessions, we will spend a portion of the class 
“playing” the economic games that game theorists have developed and studied. Most of 
these games will involve seminar participants competing against each other. All 
participants—win or lose—will gain an understanding of game theory from participating 
in these activities and from the classroom discussions we will hold following each game.  
 
In the spirit of fair play, it is important that seminar participants understand, agree to, and 
abide by the following “rules of the game” in this seminar: Seminar participants are not 
permitted to discuss game strategies with each other outside of class, or to coordinate 
strategies for future games, either outside of class or during class, unless specifically 
permitted to do so by the instructor during class.   
  
Course Requirements: Your course grade will be based on the following components:  
 

Component Points Dates 
Participation on in-
class activities  

50 Various dates throughout the term 

Midterm exam 15 To be announced 
Final exam 20 Held during finals week 
Paper 15 Due on the last day of class 
  Total points 100  

 
In-class Activities: Regular class attendance is essential. Due to the nature of class 
activities, missed classes cannot be made up. Please notify the instructor before class, 
either by phone or email, if you will miss an upcoming class  
 
Midterm Exam: The midterm exam will consist of multiple choice questions covering 
the readings and topics discussed in class, including requiring students to identify the 
equilibria of games in both normal form and extensive form.  
 
Final Exam: The final exam will be held during finals week. The date and time of the 
final exam can be found on the Registrar’s website, and will also be announced in class. 
The format of the final exam will consist of short-answer essay questions, and short-
answer numerical questions based on the readings and on the games studied in class. 



Students will be expected to identify the equilibria of games similar but not identical to 
the ones covered during the semester. 
 
Paper: Students are required to write a short research paper, not to exceed 6 pages 
including references, on a game-theoretic topic approved by the instructor. The paper 
should include citations to at least five print-based sources. 
 
Academic Integrity: All cases of suspected academic dishonesty will be handled in strict 
accordance with University policy, applying the most severe penalties permitted under 
that policy. The policy can be viewed in the Graduate Bulletin, in the section of the 
Bulletin entitled “Academic Standards,” at the following web address:  
 
http://www.albany.edu/graduatebulletin/requirements_degree.htm#academic_standards 
 
The relevant subsections are “standards of academic integrity,” “examples of academic 
dishonesty,” and “penalties and procedures for violations of academic integrity.” Students 
are responsible for familiarizing themselves with these standards, definitions, policies and 
procedures.  
 
Students with disabilities: Accommodations for students with disabilities are a 
collaborative effort between the student, the instructor, and the University’s Disability 
Resource Center. Students with accommodations approved through the Disability 
Resource Center are responsible for contacting the instructor before the end of the second 
week of classes to discuss accommodations. Students who believe they are eligible for 
accommodations but who have not yet obtained approval through the Disability Resource 
Center should contact the Center immediately. For more information, visit 
http://www.albany.edu/disability/index.shtml 
 

http://www.albany.edu/graduatebulletin/requirements_degree.htm#academic_standards
http://www.albany.edu/disability/index.shtml


Syllabus 
Class Date Topic Reading Assignment 

1  Introduction to game theory  
2  Dominant strategies 

Pareto improvement 
Prisoner’s Dilemma 
Minimax  

Binmore, Chapter 1, pp. 1 – 21. 

3  Normal form game notation 
Battle of the sexes 
The tax audit game 

Davis, Chapter 1, pp. 3 – 10 
 

4  Extensive form game trees 
Backward induction 
Pitching pennies 
First mover advantage 
Mixed strategies 

Davis, Chapter 2, pp. 11 – 23 
 
 

5  Common value, first price,    
     sealed bid auction 
Second price, sealed bid, 
     private value auction 

Binmore, Chapter 2, pp. 22 – 35  

6  Expected utility theory 
Risk aversion 
The St. Petersburg paradox 
The Allais paradox 

Binmore, Chapter 7, pp. 102 - 
116 

7  Forward induction 
Budgetary incentive schemes 

Gonik, J. "Tie salesmen’s bonuses to 
their forecasts." Harvard Business 
Review 56.3 (1978): 116-123. 

8  Midterm  

9  Review midterm 
Hoteling location game 

Binmore, Chapter 3, pp. 36 – 56  

10  Groves mechanism  
Lemons markets 

Davis, Chapter 3, pp. 24 – 56 
 

11  Informational cascades 
Public and private signal games 

Binmore, pp. 172 – 174 

12  Non-monetary considerations 
     and “fairness”      
Voting schemes 

Bikhchandani, S., D. Hirshleifer, and 
I. Welch. "A theory of fads, fashion, 
custom, and cultural change as 
informational cascades." Journal of 
Political Economy (1992): 992-1026. 

13  Timing games: chicken, grab  
     the dollar, war of attrition 

Davis, Chapter 6, pp. 216 – 221 

14  Three-person games Binmore, Chapter 5, pp. 71 – 87 
 

15  Wrap-up discussion 
Screening of “A Beautiful Mind” 

Davis, Chapter 6, pp. 163 – 179 
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