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COURSE INTRODUCTION 

The Game Theory in International Economics and Diplomacy course equips 
students with insight about behavioral schemes and models of various subjects of 
international business-environment. The course introduces key concepts, game 
types, and strategies of game theory. It places a special focus on the issues of 
business strategies choice and implementation in international business and policy 
context. 

The purpose of the course is to equip students with knowledge, tools and 
skills to analyze various behavioral situations and develop effective strategies of 
interaction with various subjects of international business-environment 

The aims of the module: 
- to develop students' capacity to work within various behavioral business 

contexts; 
- to build students' skills of finding optimal decisions in various conflicting 

business situations; 
- to develop students' skills in implementing alternative game participation 

strategies. 

On completion of this course, Master's Degree students should 

know: 
- basic concepts of game theory; 
- key types of games and principles of their classification; 
- Nash equilibrium concept, characteristics, limitations; 
- key strategies of game participation; 
- key application areas of the Game Theory within international socio-

economic context. 

be able to: 
- detect situations in international economics, business and diplomacy context 

to be modeled within the Game Theory framework; 
- recognize and interpret patterns of players' behavior in different games; 
- explore various game and strategy options; 
- pick and implement optimal game strategies in the international business 

environment and diplomacy context, 
- analyze outcomes of various strategies implementation. 

The International Business-Analytics course is aimed to develop the 
following academic skills: 



- to assimilate and critically analyze data from an appropriate range of 
sources; 

- to understand and use tools and techniques of game theory; 
- to deploy theoretical arguments and apply them to empirical cases. 

Interdisciplinary relationships. The Game Theory in International 
Economics and Diplomacy course builds on previous courses in Microeconomics, 
International Economics, Statistics, Econometrics. It implies familiarity with a 
number of basic concepts and models studied within Calculus and Economics 
courses. 

Total student study time 
(full-time form of study)- 66 hours, including 30 in-class hours: lectures - 24 

hours, seminars - 6 hours. 
(part-time form of study)- 66 hours, including 16 in-class hours: lectures -

12 hours, seminars -4 hours. 
The form of knowledge control - pass-test. 



SYLLABUS 

Topic No. Topic Name 
Hours 

lectures seminars 

Topic 1 Introduction to Game Theory 2 

Topic 2 Prisoners' Dilemma and Dominant Strategies in 4 2 
Business and Diplomacy 

Topic 3 Nash Equilibrium in International Economics 4 2 
and Business 

Topic 4 Mixed Strategies in Business and Diplomacy 4 
Topic 5 Extensive Form Games and Backward Induction 4 

Topic 6 Imperfect Information and Subgame Perfect 2 
Equilibrium in International Economics 

Topic 7 Asymmetric Information in Economics and 4 2 
Politics 

Total 24 6 



CONTENTS 

Topic 1. Introduction to Game Theory 

Key terms and definitions. Decision trees, game trees. 
Games classification: simultaneous-move games, sequential-move games; one-shot 

games, repeated games. Normal-form game. Payoff matrix. 
Backward Reasoning. 
Behavioral game theory: economic implications (irrationality, altruism, fairness motives) 
Strategy. Dominant strategy. Secure strategy. 
Principles of game playing. 
History of the Game Theory. 

Topic 2. Prisoners' Dilemma and Dominant Strategies in Business and Diplomacy 

Prisoners' dilemma: concept, visual representation. 
Strategic form games. Dominant strategy solution. 
Tit for tat strategy. 
Prisoners' Dilemma: social experiments and business cases. 
"Thucydidean trap" and Prisoner's dilemma in diplomacy. 
Cooperation and punishment regimes: detection of cheating, nature of punishment, 

clarity, certainty, size, repetition. Tragedies of the commons. 
Dominated and undominated strategies. 
Iterative Deletion. Median-voter theorem. 
Rewards, cheating and punishments in repeated games. The problem of a lame duck 

leader. Ex ante and ex post efficiency in the law. Outsourcing and moral-hazard problem. 
NASDAQ market model. The broker-dealer relationship. 

Topic 3. Nash Equilibrium in International Economics and Business 

Na§h EquWbrium: c9n~ept. Na~4 para\>le~. 
Coordination games and problems. 
Pricing game. Advertising game. Investment game. The battle of the sexes. 
Cournot model of imperfect competition. Cartel solution. Bertrand model of imperfect 

competition. Schelling's location game. 

law. 

Topic 4. Mixed Strategies in Business and Diplomacy 

Mixed strategy: definition. Implications for dominant strategy solutions. 
Mixed strategy equilibrium. Rock, paper, scissors game. 
Mixed strategies in international context, in business and taxation. 
Symmetric games. Symmetric equlibria. Chicken game. Natural monopoly. Bankruptcy 

Evolutionary stabl~ strategies. Coo~rntio._i, m1,i~tion, ~~ equilibrium. Soci~d 
convention. Aggression: aggressive (Hawk) and passive (Dove) strategies. Deterrence and 
compellence in world politics. 

Topic 5. Extensive Form Games and Backward Induction 

The extensive form. Perfect information games: definition. Backward induction: 
definition. 



Credibility building approaches: contracts, reputation, cutting off communication, 
burning bridges, teamwork, mandated negotiating agents. 

Moral hazard problem. Incentive design. Commitment strategies. 
The Stackelberg model. Zermelo's theorem. The chain-store paradox. 
A game of pre-emption. Overconfidence and over-valuing. 
Ultimatum game. Bargaining game. Bargaining power. 

Topic 6. Imperfect Information and Subgame Perfect Equilibrium in International 
Economic;s 

Games of imperfect information. Two-stage games of complete but imperfect 
information. Tariffs and imperfect international competition case. Bank runs case. Tournaments. 

Subgames. Wars of attrition. Two-period game. Infinite game. 

Topic 7. Asymmetric Information in Economics and Politics 

Asymmetric information: adverse selection, moral hazard. 
A principal-agent model. Diplomatic agency: concept, structural limits. 
Modeling nonverifiable information in business. 
Signaling and screening. 
Diplomatic communication and signaling: discursive, semiotics, cognitive theory, 

attribution theory. "Cheap" and "costly" signals in diplomacy. 
Signaling games and the lemons problem. 
Auction types: English and Japanese auctions, Vickrey auctions, online auctions, sealed­

bid auctions, Dutch auctions, T-bills. Spectrum auction case. 
Bidding strategies. Strategies for independent private values auctions. Strategies for 

correlated values auctions. Expected revenues in alternative types of auctions. 



Educational and Methodological Course Outline 
Full-Time Form of Study 

Labar 
Managed 

Topic Topic name, Practical otry 
(controlled) 

Form of control 
No. topic contents Lectures 

classes 
Seminars 

studie 
student Literature 

s 
independen 
t learning 

1 Introduction to Game Theory 2 1-27 Quizzes 

2 Prisoners' Dilemma and Dominant 
4 2 1-27 Quizzes, 

Strategies in Business and Diplomacy assignments 

3 
Nash Equilibrium in International 

4 2 1-27 Quizzes, 
Economics and Business assignments 

4 Mixed Strategies in Business and Diplomacy 4 1-27 Quizzes, 
problem solving 

5 Sequential Games and Backward Induction 4 1-27 Quizzes, 
problem solving 

Imperfect Information and Subgame 
Quizzes, 6 Perfect Equilibrium in International 2 1-27 

Economics problem solving 

7 Asymmetric Information in Economics and 
4 2 1-27 Quizzes, 

Politics problem solving 

Total 24 6 



Educational and Methodological Course Outline 
Part-Time Form of Study 

Labar 
Managed 

Topic Topic name, Practical otry 
(controlled) 

Form of control 
No. topic contents Lectures 

classes 
Seminars 

studie 
student Literature 

s 
independen 
t learning 

1 Introduction to Game Theory 1 1-27 Quizzes 

2 Prisoners' Dilemma and Dominant 
1 2 1-27 Quizzes, 

Strategies in Business and Diplomacy assignments 

3 
Nash Equilibrium in International 

2 1 1-27 Quizzes, 
Economics and Business assignments 

4 Mixed Strategies in Business and Diplomacy 2 1-27 Quizzes, 
problem solving 

5 Sequential Games and Backward Induction 2 1-27 Quizzes, 
problem solving 

Imperfect Information and Subgame Quizzes, 
6 Perfect Equilibrium in International 1 1-27 

problem solving 
Economics 

7 Asymmetric Information in Economics and 
3 1 1-27 Quizzes, 

Politics problem solving 

Total 12 4 



INFORMATION AND METHODOLOGICAL PART 

Required reading 

1. Baye, M.R. Managerial Economics and Business Strategy I Michael R. Baye - 7th 
edition.- McGraw-Hill, 2010. - 658 p. 

2. Dixit, A.K., Nalebuff, BJ. The Art of Strategy: a Game Theorist's Guide to Success 
in Business and Life I Avinash K. Dixit, Barry J. Nalebuff. - Norton & Co., 2016. -
483 p. 

3. Dodge, R.V. Schelling's Game Theory: How to Make Decisions I Robert V. Dodge. -
Oxford University Press, 2012. -292 p. 

4. Dutta, P.K. Strategies and Games: Theory and Practive I Prajit K. Dutta. - MIT Press, 
1999. - 475 p. 

5. Perea, A. Epistemic Game Theory: Reasoning and Choice I Andres Perea. -
Cambridge University Press, 2012. - 582 p. 

6. The SAGE Handbook of Diplomacy I ed. by Costas M. Constatinou, Pauline Kerr and 
Paul Sharp. - SAGE Publications Ltd., 2016. - 722 p. 

Additional reading 

7. Baird, D.G., Gertner, R.H., Picker, R.C. Game Theory and the Law I Douglas G. 
Baird, Robert H. Gertner, Randal C. Picker. - Harvard University Press, 1998. - 323 
p. 

8. Maschler, M., Solan, E., Zamir, S. Game Theory I Michael Maschler, Eilon Solan, 
Shmuel Zamir. -Cambridge University Press, 2013. -979 p. 

9. Miller, J. Game Theory at Work: How to Use game Theory to Outthink and 
Outmaneuver Your Competitjo11 I Ja111~s Mill~r. - McGraw-Hill, 2003. - 306 p. 

10. Munck, G.L. Game Theory and Comparative Politics: New Perspectives and Old 
Concerns I Gerardo L. Munck II World Politics, 2001. - Volume 53. - Number 2.­
pp. 173-204. 

11. Putnam, R.D. Diplomacy and domestic politics: the logic of two-level games I Robert 
D. Putnam II International Organization. - 1988. - .N'2 42 (3), pp. 427-460. 

12. Snidal, D. The Game Theory in International Polictics I Duncan Snidal II World 
Politics, 1985. - Vol. 3 8, No. 1. - pp. 25-57. 

13. Stevens, S.P. Games People Play: Game Theory in Life, Business, and Beyond I Scott 
P. Stevens. -The Teaching Company, 2008. -124 p. 

14. Varian, H.R. Intermediate Microeconomics: a Modem Approach I Hal R. Varian. -
8th ed. -Norton & Co., 2010. - 806 p. 

15. Be-rpeHKO, 11.A . .Hrpoubie npaKTHKH B rroJIHTHqecKOM npo~ecce I 11.A. Be-rpeHICo. -
0McK: 0McKHit rocy;:i;apcTBeHHWi yHHBepcHTeT, 2009. - 176 c. 

16. ra;:i;eJibIIIHHa, r.A., YmllHHCKaJI, A.E., BJiaJJ;HMHpoua, 11.C. Bue;:i;eHHe B Teopmo Hrp: 
yqe6Hoe rroco6He I f .A. r~eJibIIIHHa, A.E. YIIlllHHCKaJI, M.C. BJiaJJ;HMHpOBa. -
KaJaHb: l13JJ;-BO KH.HTY, 2014. - 112 c. 

17. ,LVuccHT, A. HeH.rr6a<l><l>, Ii. TeopIDI Hrp: 11cKYCCTBO CTJ>aremqecKoro MLillIJieHIDI B 
6H3eece H >KH3HH I A.K. ,l(HKcHT, li..l(JK. HeID16a<l><l>· - M.: MaHH, HsaHoB H <l>ep6ep, 
2017. -464 c. 

18. 3axapou, A. TeopIDI Hrp B o6m,eCTBeHHLIX eayKax: yqe6mnc I A. 3axapoB. - M.: 
B@cmaJI UIKOJia 3KOHOMHKH, 2015. - 304 c. 

19. Ko63apL, A.11., THKMeHoB, B.H., THKMettosa, H.B. TeopIDI urp: HrpaJOT see I A.H. 
Ko63apL, B.H. THKMeHOB, 11.B. TuKMeeoua. -M.: <l>H3MaTJIHT, 2016. -520 c. 



20. Konecumc, r. TeopHJI Hrp c IlpHJIO)l(eHIDIMH K MO,LleJIHPOBa.HHIO 3KOHOMlflleCKHX 
cHCTeM: ~e6uoe noco6He I r. KonecHHK. -M.: Jieurum, 2017. -256 c. 

21. KomoxoBCKHH, TI., Manoea, A. TeopIDI Hrp: ~e6HHK I n. KomoxoecKHii, A. 
Manoea. - M.: IOpaifr, 2015. - 252 c. 

22. Jia6cKep, JI.r., ..HmeHI<o, H.A. Teopm1 Hrp e JKoHoMHKe, cpHHaecax H 6HJeece: 
~e6HHK I JI.r. Jia6cKep, H.A . ..HmeHI<o; no.Ll pe.n;. JI.r. Jia6cKepa. - M.: KHOPYC, 
2016. - 526 c. 

23. fieTpOCJIH, JI.A., 3eHJ<eBHll, H.A., llleBKODJIJIC, E.B. TeopHJI Hrp I JI.A. IleTpOCJIH, 
H.A. 3euK~BIN, E.B. IUe~KoIIID1c. -CU6.: .6XS-ne-rep6ypr, 4012. -432 c. 

24. IleqepcKHH, C.JI . ..HHOBCKaJI, E.li. KoonepaTHBHLie Hrphl: pemeHIDI H aKCHOMhl IC.JI. 
IleqepclCHH, E.li . ..HeoecKaJI. - CTI6.: Jfa.n;-Bo Eepon. yu-Ta e C.-TieTep6ypre, 2004. -
459c. 

25. qeJIHOKOB, A. Teopm1 u:rp: ~e6HHK H npaKTmcyM I A. qenHoKoe. - M.: IOpaiIT, 
2016. -224 c. 

26. lllenexoea, JI.B. Teopm1 Hrp B JKOHOMHKe: ~e6aoe noco6He I JI.B. lllenexooa. -
,[\HpeKT-Me,LlHa, 2015. - 119 c. 

27. lllHJioocKaJI, H. Teopm1 u:rp: ~e6Hmc H npaKTHKyM I H.lllHJioBCKaJI. - M.: IOpaiIT, 
2017. -320 c. 



The study program coordination protocol to other study disciplines of 
the specialization 

Study discipline for Department Suggestions of the a lterations in the Decision taken by the 
coordination study program contests Department regarding the study 

program (data and protocol 
number) 

I. Microeconomics Economic The content of the training syllabus of Protocol N2 I 0 dated 09.03 .2017 
(advanced level) Theory higher educational estab li shment is 

agreed. No changes are required . 



~onom-IEI-H15l l1 l13MEHEHIDI K yqEEHOH ITPOrP AMME YBO 
Ha I yqe6ttbIM ro.n: 

NQ .[(0 I1om1emu1 11 H3MeHeHm1 Octtosatt11e 

n/rr 

Yqe61-1aH uporpaMMa nepecMoTpetta H o.n:o6petta Ha 3ace.n:aHHH Kacpe;::i:pbI 

3ase.n:y1ow.1111 Kacpe1lpoi1: 

(y11e1rnH crcnc11b, y11c Hoc Jm11111c) 

YTBEl))K,I l/\10 
~eKall <IJaKYJibTeTa 

\npoTOKOJI M! __ OT 20 I r .) 

(no.un11cb) (Y! .0 . <l>aM HllHll ) 

(no.un11cb) (J1 .0 .<l>aMHl1 Hll) 



Study discipline 
for coordination 

Microeconomics 
(advanced level) 

SYLLABUS NEGOTIATION PROTOCOL 

Department 

Economic 
Theory 

Suggestions of the 
alterations in the study 
program contests 

The content of the training 
syllabus of higher 
educational establishment 
is agreed. No changes are 
required. 

Decision taken by the 
Department regarding the study 
program (data and protocol 
number) 
Protocol N!! 10 dated 09.03.2017 


