
Econ. 412 Game Theory and Economics of Institutions
George Mason University, Fall 2016

TH 7:00 pm - 10:00 pm, Robinson Hall B222

Instructor: Professor Megan V. Teague

Email: mteague2@gmu.edu

Office Location: Mason Hall

Office Hours: TH 6:00-7:00 and by appointment

Course Webpage: None

Course Description:
Rules, norms, and customs, otherwise known as institutions, shape human interactions. In this
class we will explore how and why rules across various settings evolve —within culture, hierarchies,
and economic systems—and how these rules impact economic and political outcomes.

Week 1 Introduction

Weeks 2-4 Formal Institutions

Weeks 5-7 Informal Institutions

Weeks 8-10 Paper Preparation

Weeks 11-13 Paper Presentations and Comments

Weeks 14 Institutions Exercise

Required Texts

• North, D. C. (1990). Institutions, institutional change and economic performance. Cambridge
university press

• Miller, G. J. (1993). Managerial dilemmas: The political economy of hierarchy. Cambridge
University Press

Recommended Texts

• Tadelis, S. (2013). Game theory: an introduction. Princeton University Press

mteague2@gmu.edu


Course Structure:
Each class is structured in three parts. The first part will be a short lecture based upon read-
ings for each class and relevant game theoretic models; the second part will be presentations by
students on one of the three papers that week; the third part will be a seminar led by the presenters.

Readings besides the required texts will be provided via Dropbox for your convenience.

Presentations:
After the lecture each week, several presenters will give a 10-15 minute lecture based on their as-
signed paper. The objective is to teach the class the main points of the paper. Students must
present the question the paper is attempting to answer, the method the paper uses to answer the
question (empirical, game theoretic, case study, etc...), findings from the paper, and any insights
the paper has.

Class Participation:
After the lecture and student presentations, the presenters will lead the seminar and conversation
using the various readings for that class. It is up to the presenter(s) how best to organize this.

Non-discussion leaders are expected to participate in these conversations every class.

Papers:
Students will prepare a full-length paper due at the end of the term on a topic of their choice
relevant to the economics of institutions. Students must have a (1) relevant question, (2) a method
to answer the question, (3) results or findings from the method used, and (4) a conclusion stating
any implications the paper might have for future work.

Students must approve their paper topic and method used for the paper with me prior to the
8th week of class—October 13th).

Exams and/or Quizzes:
Students will determine on the first day of class the number and weight of exams and/or quizzes.

Grades:
Grades will be divided into five (possible) categories: presentations, class participation, institutions
exercise, final paper, and exam(s) and/or quizzes. Grades are commensurate with the quality of
work, ability to follow directions, and participation.

There are no makeups, late work, or additional credit.

https://www.dropbox.com/sh/w9dl5hhs3uz7v01/AAA6WByfhPe14wgIFHM-4sgma?dl=0


The number of exams and quizzes as well as grade weights ascribed to each category will be deter-
mined by students on the first day of class.

Honor Code:
Cheating—and any variant of it (plagiarism, lying, etc)—on your response papers and/or final
exam is not tolerated. Violations will be reported to the University’s Honor Committee.

Accommodation for Students with Disabilities:
See me and contact GMU’s Office of Disability Services at 703.993.2474 within the first week of
class if any academic accommodations are needed (or will be needed) due to a disability.



Tenative Course Outline (subject to changes)

September 1: Introduction to Course

Introduction to game theory, empirical economics, and the economics of institutions. Determine
grade structure and scale, and assign discussion leader roles.

Recommended Readings:

• Chapter 1 and 3 in North, D. C. (1990). Institutions, institutional change and economic
performance. Cambridge university press

• Jackson, M. O. (2011). A brief introduction to the basics of game theory. Available at SSRN
1968579

• Bellemare, M. F. (2011b). A primer on linear regression. http://marcfbellemare.com/wordpress/wp-
content/uploads/2011/01/Regression.pdf

• Bellemare, M. F. (2011a). A primer on causality. http://marcfbellemare.com/wordpress/wp-
content/uploads/2011/08/Causality.pdf

September 8: Formal Institutions—Transactions Costs Economics and Theories of
the Firm

• Chapters 4 and 6 in North, D. C. (1990). Institutions, institutional change and economic
performance. Cambridge university press

• Coase, R. H. (1937). The nature of the firm. Economica, 4(16):386–405

• Alchian, A. A. and Demsetz, H. (1972). Production, information costs, and economic orga-
nization. The American economic review, 62(5):777–795

• Williamson, O. E. (1983). Credible commitments: Using hostages to support exchange. The
American Economic Review, 73(4):519–540

September 15:Formal Institutions—Hierarchies

• Introduction and Chapter 1 in Miller, G. J. (1993). Managerial dilemmas: The political
economy of hierarchy. Cambridge University Press

• Chapter 4 in Miller, G. J. (1993). Managerial dilemmas: The political economy of hierarchy.
Cambridge University Press

• Chapter 8 in Miller, G. J. (1993). Managerial dilemmas: The political economy of hierarchy.
Cambridge University Press

• Allen, D. W. (1995). Order in the church: A property rights approach. Journal of Economic
Behavior & Organization, 27(1):97–117



September 22: Formal Institutions—States and Laws

• Chapters 7 and 8 in North, D. C. (1990). Institutions, institutional change and economic
performance. Cambridge university press

• McGuire, M. C. and Olson, M. (1996). The economics of autocracy and majority rule: the
invisible hand and the use of force. Journal of economic literature, 34(1):72–96

• Acemoglu, D., Johnson, S., and Robinson, J. A. (2000). The colonial origins of comparative
development: An empirical investigation. Technical report, National bureau of economic
research

• Teague, M. (2016a). Barriers to entry: An empirical account of business creation difficulties
in the united states. Working Paper

• Baumol, W. J. (1996). Entrepreneurship: Productive, unproductive, and destructive. Journal
of Business Venturing, 11(1):3–22*

• Nye, J. V. (1997). Thinking about the state: property rights, trade, and changing contractual
arrangements in a world with coercion. The Frontiers of the New Institutional Economics.
San Diego: Academic Press Limited*

September 29: Informal Institutions—Anarchy and Primitive Societies

• Chapters 2 and 4 in North, D. C. (1990). Institutions, institutional change and economic
performance. Cambridge university press

• p.1-28 in Posner, R. A. (1980). A theory of primitive society, with special reference to law.
The Journal of Law & Economics, 23(1):1–53

• Schwartz, W. F., Baxter, K., and Ryan, D. (1984). Duel: Can these gentlemen be acting
efficiently, the. J. Legal Stud., 13:321

• Leeson, P. T. (2010). Rational choice, round robin, and rebellion: an institutional solution to
the problems of revolution. Journal of Economic Behavior & Organization, 73(3):297–307

October 6: Informal Institutions: Corruption

• Chapter 1 in Levitt, S. D. and Dubner, S. J. (2010). Freakonomics, volume 61, chapter What
do SchoolTeachers and Sumo Wrestlers Have in Common? Sperling & Kupfer editori

• Shleifer, A. (2004). Does competition destroy ethical behavior? Technical report, National
Bureau of Economic Research

• Fisman, R. and Miguel, E. (2007). Corruption, norms, and legal enforcement: Evidence from
diplomatic parking tickets. Journal of Political economy, 115(6):1020–1048

• Lowes, S., Nunn, N., Robinson, J. A., and Weigel, J. (2015). The evolution of culture and
institutions: Evidence from the kuba kingdom. Technical report, National Bureau of Economic
Research



October 13th: Informal Institutions: Culture and Prosperity

• Chapter 11 and Epilogue in Miller, G. J. (1993). Managerial dilemmas: The political economy
of hierarchy. Cambridge University Press

• Greif, A. (1994). Cultural beliefs and the organization of society: A historical and theoretical
reflection on collectivist and individualist societies. Journal of political economy, pages 912–
950

• Buchanan, J. M. (1978). Markets, states, and the extent of morals. The American Economic
Review, 68(2):364–368

• Knack, S. and Keefer, P. (1997). Does social capital have an economic payoff? a cross-country
investigation. The Quarterly journal of economics, pages 1251–1288

• Teague, M. (2016b). Economic freedom and materialism. Working Paper*

• Mathers, R. L. and Williamson, C. R. (2011). Cultural context: explaining the productivity
of capitalism. Kyklos, 64(2):231–252*

October 20-November 3rd: Paper Preparations

November 10: Paper Presentations and Comments

November 17th: Paper Presentations and Comments

November 24: Thanksgiving Break; No class.

December 1: Paper Presentations and Comments

December 8: Institutions Exercise

December 15: Paper Due Date
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