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Overview 

To become good at the art of strategy, one must understand 
“Game Theory” which (1) underpins how decisions are
made in business and in life, and (2) lets you understand 
how others will respond as you offer them options. Game 
theory still requires artistic finesse but understanding the 
fundamentals will allow someone to become a better 
strategic thinker. This book delves into details regarding 
the definition of game theory, and its application to 
common business scenarios. 

 

Part 1. Fundamentals 

One must first understand the definition of the 
various components of Game Theory, after which one 
can apply it to strategic thinking. 

x A “game” is a situation of strategic
interdependence – the outcome of your own 
choices is determined at least in part by the 
choices others make. 

x “Players” are the decision makers. 
x “Moves” are the decision-makers’ choices. 
x “Zero-sum games” are situations in which one 

person’s gains can only come about as the result
of another’s loss. In business, pure zero-sum 
situations are reasonably rare. 

x “Rivals” are the others players in any game in 
which you are participating 

“Moves” may be sequential or simultaneous. In 
sequential moves you have a linear chain of 
thinking. In practice, however, most games involve a 
combination of sequential 
and simultaneous moves. 

In a sequential game, it is 
useful to draw a ‘game tree’
of decisions: 

 

When analyzing a simultaneous game, one can get 
the best results by creating a table which shows the 
outcomes of all possible choices: 

 Party A Party B 
Strategy #1 Outcome 1 Outcome 2 
Strategy #2 Outcome 3 Outcome 4 

 
We all are constantly making a “stream of decisions”
in both work and our social lives. The choices of 
which career path to follow, how to handle our 
business, which spouse we choose, et cetera. Each is 
a decision in which one can apply strategic thinking. 
However, one must bear in mind that there are 
always other people whose presence affects your 
decision-making. They are making their own 
decisions, and in effect are influencing your thought 
process. Defining decision-making strategy in terms 
of game theory can help refine your thinking. 

“You are surrounded by active decision makers  
whose choices interact with yours.” 

Part 2. Basic Rules of Game Theory 

1. “Look forward, reason backward” In any 
sequential game, there is an underlying linear 
chain of thought. To find the best possible 
strategic choice, look forward to see where early 
decisions will most likely lead. Develop a game 
tree to clarify your thinking, bearing in mind that 
these can become complex in real world 
situations. Good decisions are made as a 
combination of backward reasoning and 
personal judgement/experience. 
 

2. “Use your dominant strategy” A ‘dominant
strategy’ is one which outperforms all other
options. If you don’t have a dominant strategy, 
but your opponent does, you should count on 
them using it and choose your best possible 
response accordingly. Be aware of this dynamic 


