GAME THEORY AND STRATEGY COURSE OUTLINE

FALL 2008
DR. CINAR

GB 522
Maguire Hall, Room 540

tel: (312) 915-6066  

email: mcinar@luc.edu (Please put Game Theory in the comment column)

Secretary: Mr. Mark Law (312-915-7203) 

PURPOSE OF THE COURSE:  The purpose of the course is to guide students in recognizing, analyzing, and solving problems in the business world by applying game theory.  The course requires some but not extensive quantitative skills. 

             We start by examining decision making under uncertainty and how risk profiles of players affect decision outcomes. We then proceed to topics such societal efficient outcomes and strategies to avoid the most inefficient outcome, Prisoner’s Dilemma. An important application of the course material is on the topic of environment and common resources.  Tragedy of Commons is the misuse of an environmental resource to the point of exhaustion and we show how to use common resources most efficiently. We discuss Principal-Agent problems and Auction Mechanism Designs with respect to maximizing efficiency for all parties and the society. 

             The course examines win-win strategies with special attention to social, ethical and environmental impact/considerations in playing business ‘games’. Many readings will be used from current publications to study  efficient outcomes in real time business cases.

Office Hours: Tuesdays 
11:00 am-11:30 am

1:00 pm-2:30 pm

4:00 pm-6:00 pm and by appointment.

Main Textbook: Roy Gardner, Games for Business and Economics, John Wiley and Sons. I will also be using notes in class.

Suggested Readings:  Business Week, Barrons's,  Value Line, Prince (by Machiavelli; 15 th century), The Art of War (by General Sun-Tzu; date, 1000 B.C.??), other printed media, internet, corporate reports, SEC filings.

Grading will be as follows:




40% midterm







60%, Final Exam



Suggested Problems:  Some suggested end of chapter problems from Gardner are listed at the end of this syllabus.  Answers are posted on Blackboard.
PLEASE NOTE THAT  9/2 CLASS WILL BE REPLACED BY A MAKEUP CLASS ON 9/5/2008, FRIDAY, 6-9 PM. CLASSROOM TO BE ANNOUNCED.
*****************************

Notes on the course structure:

Roy Gardner's Games for Business and Economics is the required text. You are primarily responsible for the required readings and lecture material.  You are strongly urged to work in groups and  to solve the suggested end-of-chapter problems.

The sections that are to be read lightly mean:  read to get the idea, pay less attention to the notation and mathematics.  The lectures and suggested problems are  your primary learning sources.

Due to time limitations, we will skip some chapters or sections.  We will emphasize non-cooperative games and incomplete information.

The pace of the course may vary, depending on the class size, and  class discussions. 

8/26/2008
Lecture 1:
Introduction to game theory



Minmax, maxmin and mixed strategy (handout in class)



Two-person games



Mixed Strategies



Gardner, Chapters 1-3, ; skip section 2.3, read lightly Chapter 2 appendix;



and Chapter 3.3, skip appendix to Chapter 3

9/5/2008
Lecture 2:
n-Person Games



Repeated Games



Signaling Games



Gardner, read lightly Chapter 4 (skip 
section  4.4, 4.5)

9/9/2008
Lecture 3:
Oligopolies




a)  Noncooperative Market Games




b)  Collusive Market Games



Gardner:  Chapters 5-7

9/16/2008
Lecture 4:
Signaling Games and Sequential Equilibrium



Gardner:  Chapter  9
9/23/2008


Lecture 5:
Midterm,  Closed Book
9/30/2008
Lecture 6:  
Lecture 6:
Normal Forms of Games



Auctions



Required reading:  Gardner, Chapters 10 and 11

10/7/2008
Lecture 7      :  Games Involving Bargaining



Two person games and Arbitration



Required reading:  Gardner, Chapters 12 and 13

10/14.2008
Lecture 8:         N-person Bargaining Games and Bankruptcy Games



Required reading:  Gardner, Chapter 14

10/21/2008
Lecture 9:  
Matching Games in a Coalition Form



Required reading:  Gardner, Chapter 15

10/28.2008
Lecture 10
Final Exam Group Projects presentation and paper.
SUGGESTED PROBLEMS; GARDNER

The following suggested problems will help you understand game theory and will also help you do your exams. The solutions are in the reserve in the library.  Please do the problems promptly after we go over the chapters.  

Please note that I will ask you to put the solutions of problems of the previous chapters on the board at the beginning of each class to facilitate a general discussion for about 20 minutes.  

PROBLEM SETS

CHAPTER 1

1.3,  1.4,  1.5

CHAPTER 2

2.1, 2.2, 2.5, 2.9, 2.10, 2.11

CHAPTER 3

3.1, 3.2, 3.3,  3.4, 3.7, 3.8, 3.9, 3.10

CHAPTER 4

4.1, 4.4, 4.5,4.7,  4.8, 4.9, 4.10

CHAPTER 5

5.1, 5.2, 5.3, 5.4, 5.6, 5.7, 5.8, 5.10

CHAPTER 6

6.6, 6.7, 6.9, 6.10, 6.11

CHAPTER 7

7.1, 7.2, 7.6, 7.7, 7.8, 7.9, 7.10

CHAPTER 8 

(Concepts Only)

CHAPTER 9

(Concepts only)

CHAPTER 10

10.1, 10.2, 10.3,10.4, 10.5,10.6, 10.9,  10.10

CHAPTER 11

11.1, 11.2, 11.5, 11.7, 11.10

CHAPTER 12

12.1, 12.2, 12.3, 12.6, 12.7, 12.10

CHAPTER 13

13.1, 13.2, 13.3, 13.4, 13.6, 13.7

CHAPTER 14 (CONCEPTS ONLY)

