Econ 109T: Advanced Topics in Game Theory
(Behavioral Game Theory)

WINTER 2018

Instructor: Isabel Trevino, itrevino@ucsd.edu, Economics 225.

Time and location: Wednesday 10 — 11:50 am, SEQUO 244.

Office hours: By appointment.

Description of the course

This class is intended to give students an introduction to the study of strategic interaction through a
behavioral lens. We will review game theory experiments and analyze which theoretical predictions are
validated and which are violated in practice. We will characterize the systematic violations of the theory
that come from experiments and study how these behavioral regularities can be incorporated into new
models.

Most of the experimental evidence that we will review will be based on laboratory studies. The reason for
this is that the laboratory offers a controlled environment that allows the researcher to observe (and
control) the information sets of subjects and to give structure to some of the subtleties that affect
strategic interactions.

Class participation is very important, so your attendance to every class is expected. If you have to miss a
class, you have to inform me in advance.

During the first half of the course we will review studies published in leading economic journals. | will post
the lecture notes on TritonEd before each class. We will then focus on the design and implementation of
an experiment about cooperation in the prisoner’s dilemma. We will collectively review the theoretical
predictions for different setups (one-shot PD, finitely repeated PD, infinitely repeated PD) and design
together an experiment to test these predictions. We will then implement the experiment in the
Economics department laboratory with undergraduate subjects.

The main component of your grade will be a written project where you have to analyze the experimental
data coming from this experiment. Each one of you will have to prepare a report where you analyze the
data that we will generate. The report should be about 10 pages long. You should provide some
background to the analysis where you discuss the theoretical predictions for the games that are played.
Then you should present some descriptive statistics of the data, followed by a more rigorous regression
analysis. You should then discuss how the empirical observations that you analyze contrast the predictions
of the theoretical model and with other existing studies. This report is due on the last day of the final
exam (March 23). Each one of you should prepare your own project, team work is not allowed.
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Pre-requisites

You must have taken Econ 109 with a letter grade of at least B.

Grading
Your final grade will be composed by:
70%: Written experimental analysis

30%: Participation in class discussions

Topics

1. Equilibrium selection in coordination games
2. Strategic sophistication
3. Design of experiment: cooperation in the prisoner’s dilemma

Some useful books:

Camerer, C. 2003. Behavioral Game Theory: Experiments in Strategic Interaction. Princeton University
Press.

Kagel, J. and A. Roth (eds.) The Handbook of Experimental Economics, Vol.1 (1995), Vol. 2 (2016).
Princeton University Press.
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