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Uncertainty and Information – Lent Term 2021

This part of the paper attempts to expose, analyse, and interrogate the preva-

lent conceptualisations of uncertainty and information within the discipline of eco-

nomics. Its main aims are:

– To construct a framework on individual behaviour under uncertainty that can be

used to think about decisions involving risk.

– To explore the ‘value’ of information and its relation to uncertainty and knowl-

edge.

– To integrate these concepts into a unifying picture that can be used to analyse

both individual and strategic behaviour.

– To investigate the theoretical basis of a number of economic institutions such as

insurance markets, auctions, incentive contracts and markets for information.

Logistics

• Lectures:

– Tuesday, 09:00 - 10:00, on Panopto

– Wednesday, 11:00 - 13:00, on Panopto

• Resources: Course material on Moodle

• Office hours: Friday, 12:00-13:00, on Teams, ECON Teaching, Part IIA

https://teams.microsoft.com/l/channel/19%3a1cdebea8bacd4b518ef97aa6139f9da9%40thread.tacv2/Office%2520Hour?groupId=04094874-108a-4da8-8176-110b5cf6ae20&tenantId=49a50445-bdfa-4b79-ade3-547b4f3986e9


Textbooks

• There are many good game theory and microeconomic theory textbooks. The

course lecture slides will be posted on Moodle and will be the primary source

of information, the following books may provide useful additional material.

Hugh Gravelle and Ray Rees, Microeconomics, FT Prentice Hall, 2004, (GR

hereafter).

Martin J. Osborne, An Introduction to Game Theory, Oxford University Press,

2004, (Ch. 2, 3 available on Martin Osborne’s webpage, Ch. 9, 10 available

on Marshall Library Moodle) (O hereafter).

Robert Gibbons, A Primer in Game Theory, Harvester Wheatsheaf, 1992,

(G hereafter).

Steve Tadelis, Game Theory: An Introduction, Princeton University Press,

2013, (Ch. 5.2, 12.2, 12.3, 15.2 available on Marshall Library Moodle) (T

hereafter).

Bernard Salanié, The economics of contracts: a primer, MIT Press, 2005,

(S hereafter).

L. Anderlini and L. Felli, “Agency Problems” in The New Palgrave Dictionary

of Economics, Palgrave Macmillan 2008, (AF hereafter)

• Additional readings:

Martin J. Osborne and Ariel Rubinstein, A Course in Game Theory, MIT

Press, 1994, (available on Ariel Rubinstein’s webpage).

Martin J. Osborne and Ariel Rubinstein, Models of Microeconomic Theory,

Open Book Publishers, 2020, (available on Ariel Rubinstein’s webpage).
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https://ebookcentral.proquest.com/lib/cam/reader.action?docID=5185744
https://www.economics.utoronto.ca/osborne/igt/
https://www.vle.cam.ac.uk/mod/resource/view.php?id=14146641
https://d1wqtxts1xzle7.cloudfront.net/33690404/A_Primer_in_Game_Theory-_Gibbons.pdf?1399988305=&response-content-disposition=inline%3B+filename%3DA_Primer_in_Game_Theory_Contents.pdf&Expires=1611665641&Signature=JyNzbfEEmoSeuPKIZTddGBVdEVEmagdkUuR~MFgmRgMZ3HonAX8yxJOfF1JdLsCX9FAe~XIJ2cRYn~1XHuRJ3wX666Iwom7lPmzUjwnMEcTIgBpL2L5GHR9Ac~PkmFLNKB9mXjO4FjTnEH~ZcssiWykGI5mfueoKuGwCiNu84q6Dum6pa75Tlcd9HvnlwhH20N5wplt2h~I84FvH~xO-ie5xHQ-MDHGKBM2oeGJyPj4RJ3VA8LFX-6JzY2VVa3JNaIhJzZziNRsv9vQKc9VPlH-BzdY-Hr5OEsYk6ol1I0Y5tsIUNNBLww2T8Afk0z7XGD0W0KlYB3xMCb7EKGeMvw__&Key-Pair-Id=APKAJLOHF5GGSLRBV4ZA
https://www.vle.cam.ac.uk/mod/resource/view.php?id=14146691
https://idiscover.lib.cam.ac.uk/primo-explore/search?query=any,contains,Economics%20of%20Contracts,%20Bernard%20Salanie&tab=cam_lib_coll&search_scope=SCOP_CAM_ALL&sortby=rank&vid=44CAM_PROD&facet=frbrgroupid,include,67587147&facet=library,include,44CAM_MAR_LIB&lang=en_US&offset=0
https://link.springer.com/referenceworkentry/10.1057/978-1-349-95121-5_2773-1
https://ebookcentral.proquest.com/lib/cam/reader.action?docID=4662397
http://arielrubinstein.tau.ac.il/books.html
https://www.openbookpublishers.com/10.11647/OBP.0204.pdf
http://arielrubinstein.tau.ac.il/books.html
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Course Outline

1. Choice under Uncertainty, (GR: pp. 446-466)

2. Insurance Markets, (GR: pp. 466-476, pp. 507-519)

3. Information Acquisition, (GR: Appendix L)

4. Games under Incomplete Information, (O: 9.1-9.4, G: 3.1, 3.2, T: 12.2, 12.3)

5. (Perfect) Bayesian Nash Equilibrium, (G: 3.1, 4.1, T: 15.2)

6. Cournot Competition, (T: 5.2.3, G: 3.1.A)

7. Auctions, (O: 3.5, 9.6, 9.8, G: 3.2.B)

8. Revelation Principle, Optimal Auctions, (O: 3.5, 9.6, 9.8, G: 3.3, S: 3.2.2)

9. Adverse Selection, (S: 3.1.3, 3.2.1)

10. Double Auctions, (G: 3.2.C)

11. Signalling, (S: 4, O: 10.5-10.7)

12. Moral Hazard, (S: 5.1-5.3.5, AF)

13. Externalities (O: 2.8.5, 9.5, S: 5.3.5, 5.3.7)

14. Free-Rider Problem, Multitasking, (O: 3.5, 9.6, 9.8, G: 3.2.B, AF)
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