
Economics 521: Incentives and Development Policy 
Spring 2013 
Syllabus 
Tu and Th at 11:20 am 
Phy 114   
 
Professor Ashok Rai           
SAB 318 
arai@williams.edu 
Office Hours:  Fridays 9 am to noon 
I am available by appointment throughout the semester.   Send me an email! 
 
TA: Gulya Radjapova gulya.radjapova@gmail.com 
The TA will have office hours on Sundays (before Problem Sets are due) and before the 
midterm.   Times/locations will be announced on Glow. 
 
Description 
Why isn’t the whole world developed?   This course (and instructor) is of the opinion that 
the difficulty of getting incentives right is the key constraint both to markets and to 
government policies.    Incentive and corruption problems in a variety of policy settings:  
health and education, regulation, privatization, credit markets and foreign aid, in climate 
treaties will be studied using a unified framework.   Tools from game theory (limited 
enforcement, asymmetric information) will provide such a framework. 
 
This course is also an introduction to model-writing to address policy issues.   In this 
class I will teach you how to construct your own models.  I believe that creating 
models/games can help you think more carefully about policy problems.   
 
Readings/Lecture Notes 
All readings will be available on Glow.   These will include game-theory tools (from 
textbooks by Watson and Dutta) and development papers.   I will also make lecture notes 
available on Glow. 
 
Grading 
Problem Sets   15% 
Participation  5% 
Midterm  30% 
Final Paper  40% 
 
 
Problem sets will be due on Mondays – and will be announced a week before the due 
date.   The midterm will be after spring break in mid-April (Date TBA). 
Presentations will be in May (on May 6, 8, 13 and 15) 
And the final paper will be due on May 19. 
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Requirements 
There will be a midterm exam for this course and no final.  
 
Problem sets (and solutions) will be available on Glow.  Each problem set will be 
worth 20 points, and will be graded by the TA. You will receive 0 points if you do not 
turn the problem set in on time (no exceptions, no extensions).    
 
I shall also ask you to participate in the class by preparing specific responses to a reading 
that I have assigned.     
 
The final project involves modeling a real world situation as a game. You will be 
required to (a) write a 2 page topic paper which gives a description of the policy that you 
will model as a game, and describes the type of game you will use (b) make an in-class 
presentation in one of the last 3-4 classes of the semester and (c) hand in a 10-15 page 
final paper at the end of the semester.   The final paper will not be simply an essay: it will 
include a model or a series of models.    My aim is to make this a co-operative endeavor: 
you will receive comments from your classmates and from me at various stages of the 
project and during the presentation.   The presentation will not be graded – and is 
intended to be your work-in-progress. I will provide further guidelines and advice on 
selecting a topic later in the semester.  PLEASE discuss your ideas with me at any time.    
 
Academic Honesty: You are encouraged to discuss problem sets with one or more of 
your classmates, but you should write up your answers individually.  Copying another 
student’s problem set is a violation of the honor code.  You are encouraged to collaborate 
in preparing for exams but not when writing your exam.  You are also encouraged to 
discuss your final papers/presentations with others in your class – but all written work 
submitted must be your own. All your work for this class is subject to the Honor Code.   
Please ask if you have questions. 
 
List of Game Theory Tools: 
Representing Games 

• Watson ch. 1-4 
Dominance 

•  Dutta ch. 3 
Nash Equilibrium 

• Dutta ch. 5 (not 5.4)  
Dynamic Settings I: Subgame Perfection. 

• Dutta, ch. 13 
Dynamic Settings II: Repeated Games  

• Dutta, chs. 14, 15 (but not 15.3,15.4)  
Incentives  

• Watson, ch. 25 
Bayesian Nash and Auctions  

• Watson ch. 24, 26  
• Watson, ch. 27 
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