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Course Description: 

Many of our decisions and behaviors are strategic in nature. Policies, therefore, that ignore strategic 
interactions and the institutions structuring them are bound to fail. Examples abound: Many land reforms 
that aimed to transfer land ownership from large landlords to tenants did not work well because 
landlords reacted by splitting their ownership with family and friends, thereby pretending to be “small” 
landlords; Education-enhancing policies were effective only when there was enough demand for 
educated workers and/or when many others went to school; Credit market reforms did not help improve 
access to financial services among the poor without collateral, unless there was some way for lenders to 
discourage default. 

Institutions and social norms of a society structure patterns of (strategic) behavior, which foster or 
hinder accumulation of capital, technology, and education. Thus, in order to understand the causes of 
poverty and prosperity in the world, we need to examine how institutions affect patterns of behavior, and 
how patterns of behavior form the basis for poverty and prosperity. This is the aim of this course. 

To meet the aim, we adopt game theory as one of the analytical instruments. However, its knowledge 
is not a prerequisite; students will be introduced step by step to the basic ideas and reasoning of game 
theory, and will see how those ideas and reasoning are applied to analyze issues in economic 
development. 
 
Learning Objectives: 
   Students who have taken this course should be able to utilize the reasoning of game theory to better 
understand and shape practices and policies in developing countries. 
 
Career Relevance: 
   Please see “Learning Objectives.” 
 
Course Context or Rationalization:  

For those students who took Microeconomics I (and II), this course offers a good opportunity to learn 
how the theories they have learned in the course(s) are applied to analyze and solve real-world 



problems. 
 
Delivery Methods: (1) Lectures, and (2) problem sets. 
 
Assessment: 
 Midterm Exam: 40% 
 Final Exam: 60% 
 
Prerequisite: Microeconomics I 
 
Textbook(s) Required: There is no required textbook. 

 
Reference books/Journal Articles: 
 Wydick, B. (2008), Games in Economic Development, Cambridge University 

Press. 
 Basu, K. (2000), Prelude to Political Economy, Oxford University Press. 
 World Bank (2014), World Development Report: Mind, Society, and Behavior, 

World Bank Group. 
 

Class Outline 1. Introduction 
2. Games 
3. Development Traps 
4. Rural Poverty, Development and Environment 
5. Risk and Networks 
6. Agrarian Institutions 
7. Microfinance (1) 
8. Microfinance (2) 
9. Summary 

10. Midterm Exam 
11. Technology Adoption 
12. Property Rights, Governance and Corruption 
13. Conflict, Violence and Development 
14. Social Capital 
15. Trade and Development (1) 
16. Trade and Development (2) 
17. Social Norms, Culture and Beliefs 
18. Law and Economics 
19. Summary 
20. Final Exam 

Others The course schedule, topics, and grading criteria are subject to change to the 
discretion of the instructor. 

 


