
Cours magistral 
Applied Game Theory 
The theory of costly signaling: applications in economics 
 
Christina Katt-Pawlowitsch 
Paris University Panthéon-Assas 
Spring term 2024 
………………………………………………………………………………………………………………………………………. 
 
Content: In this course, we investigate games of incomplete information and apply them to the study of costly 
signaling and strategic information transmission. 
Evaluation of this course (3 ECTS) is based on your paper (see instructions: “Your final paper” –  
https://signaling.u-paris2.fr/Pawlowitsch/2024-Applied-Game-Theory-your-essay.pdf). 
  
Session 1 
Thursday, January 25 
9-11h50, Salle 402, Centre Assas 
 
Session 2 
Thursday, February 1 
9-11h50, Salle 402, Centre Assas 
 
Session 3 
Thursday, February 8 
9-11h50, Salle 402, Centre Assas  
 
Session 4 
Thursday, February 15 
9-11h50, Salle 402, Centre Assas 
      
Session 5 
Thursday, February 22 
9-11h50, Salle 402, Centre Assas 
 
Session 6 
Thursday, February 29 
9-11h50, Salle 402, Centre Assas 
 
 

Problem-set sessions (travaux dirigés) 
Friday, 9h20-10h50, Centre Assas, Salle 405, 5 meetings from 2nd week of the term 
Evaluation of the problem-set sessions (1 ECTS) is based on your preparation and presentation of problems as 
well as on your participation in class. Problems have to be worked out in written form and handed in at the 
beginning of the session for which they are due. 
 
Problem 1 (due February 2) 
Determine the normal form as given by the payoff matrix for the costly-signaling game given by a tree that we 
have seen in class. 
 
Problem 2 (due February 9) 
Determine all the Nash equilibria (in pure as well as in mixed strategies) of the game in normal form given by 
Problem 1 under the assumption that  

- the cost of the signal for both types is strictly between 0 and 1 with the cost of the signal for the high 
type lower than that of the low type, for each of the two following cases: 

o p<1/2 
o p>1/2 



Problem 3 (due February 16) 
Determine all the Nash equilibria (in pure as well as in mixed strategies) of the game in normal form given by 
Problem 1 under the assumption that  

- the cost of the signal for the high type is strictly between 0 and 1 and the cost of the signal for the low 
type is higher than 1. Again, for each of the two cases: 

o p<1/2 
o p>1/2 

 
Problem 4 (due February 23) 
Keeping the general structure of the game that we have seen in class, come up with your own assumptions 
about payoffs at the end nodes of the tree, expressed in a parametric form (that is, use parameters for costs 
and benefits and impose assumptions on them; do not use specific numerical payoffs). 

- Determine the payoff matrix of this game. 
- Analyze its Nash equilibria, by making a case distinction for the prior probabilities of types if needed.   
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