2007 Nobel Prize for Economics  – 18 Oct 07

American economists, Leonid Hurwicz, Eric Maskin and Roger Myerson won the 2007 Nobel Prize for Economics.
Their work was an extension of John Nash’s Game Theory. As the BBC website describes:

“The committee said the theory they helped to develop "allows us to distinguish situations in which markets work well from those in which they do not. It has helped economists identify efficient trading mechanisms, regulation schemes and voting procedures." 

It is an application of game theory when applied to situations where perfect markets do not exist - for example, within firms or in political bargaining between interest groups. 

The economists sought to explain how to reach an optimum outcome, such as improved social welfare or greater profits, and to analyse what sort of government regulation should apply to these types of markets. 

In doing so, they were further developing the use of game theory, pioneered by John Nash, to economics. Mr Nash won the Nobel prize for his work in 1994. 

But unlike Mr Nash's original theory, they were also analysing situations were players could play the game again and again, learning each time. “
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