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This book is an extended and revised version of the author’s
Ph.D. dissertation at the University of Florence; the Hi story
of Econom cs Society authenticated it with its Joseph Dorfnan
Best Dissertation Award in 2001. |ndeed, this unusually
anbitious project is a remarkable tour de force that required
a deep know edge of game theory, and rel ated domai ns of
inquiry, as well as a good sense of who the mmjor players were

in 20" century econom cs, and how they influenced each other.

Now assi stant professor of econom cs at the University of
Pisa, Gocoli tries to rationalize the curious “fall and rise
of nodern game theory” (the title of the concluding chapter 6
of his book): game theory after a tremendous initial reception
— extensive review essays of Von Neumann & Morgenstern’s

Theory of Ganmes and Econom ¢ Behavi or in about every | eading

econom cs journal --, did not, on the surface at |east, take

of f until about 3 decades |ater. What happened?

G ocoli’s reconstruction of that seem ngly strange tale harks



back to interwar econonics and the successful attenpts of sone
econom sts to mat hemati ze, and de-psychol ogi ze, their
discipline. Wth the process of formalization, so G ocol
argues, began the progressive replacenment of the rationality
concept fromone linked to the idea of maxim zation to one
linked to the notion of consistency. G ocoli identifies

Samuel son’ s weak axi om of reveal ed preference in the late
1930s as the key trigger of a transformation that today finds
it expression in intriguing articles such as Andreoni & Ml er
(2002). The author furthernmore argues that this replacenment of
one notion through another went hand-in-hand with a parall el
evol utionary process of sorts: the replacenent of a systemof-
forces (SOF) conceptualization of econom cs through a system

of -rel ations (SOR) perspective.!?

Wi | e proponents of the SOR perspective such as Sanuel son,

Hi cks, Allen, Frisch, Wld, and Debreu engi neered - through
mat hemati zati on, axi omati zation, a focus on equilibrium
conditions, and a reliance on unlinmted foresight — the
“escape from psychol ogy” (the title of chapter 2), proponents

of the SOF perspective such as Hayek and Morgenstern attenpted

! These perspectives can be thought of as meta-views, or conceptud lenses, of the theories,
facts, methods, and open questions that condtitute the body of knowledge of a discipline. Roughly, the
SOF view islinked to the rationdity-as-maximization conceptudization while the SOR view islinked to
the rationdity-as-cons stency conceptudization.



an “escape from perfect foresight” (the title of chapter 3) by
poi nting out the |ogical problenms of unlimted foresight, by
ponderi ng what proper assunptions about agents’ foresight

were, and by being concerned about the nodeling of the
(convergence of) disequilibriumprocesses, i.e., the question
of learning. G ocoli argues that this battle between the
proponents of the SOR perspective and those of the SOF
perspective ended in a theoretical stalemte, mainly because

t he proponents of the SOR approach did not have the

mat hemati cal machi nery at their disposal that woul d have

allowed themto present a creditable alternative.

So, why then did the joint effort of von Neumann and
Morgenstern fail? And why did Nash's effort fail? After all,
t hese gi ants undi sputedly added sone inportant formal

machi nery to econom sts’ tool -box. G ocoli addresses these
guestions in chapters 4 (entitled “Von Neumann and
Morgenstern’s Gane Theory”) and chapters 5 (entitled “Nash’s

Gane Theory”).

G ocoli’s story line, stripped to its bare bones, is this: The
gane theory that von Neumann and Morgenstern presented to the
world was normative in that it endorsed the various sol ution

concepts as different chapters in the “handbook for good



play”. In that they tried to nodel agents’ nental processes,
and in that they didn't provide a dynam c set-up, they were at
odds with both the SOR and SOF i mages, and al so at odds with
the attenpts to escape from psychol ogy and the escape from
perfect foresight. Hence they were | ooked at suspiciously by
both canps It didn't help matters that nuch of Theory of

Ganes and Econom ¢ Behavi or was focused on two-player zero-sum

ganes that had little rel evance for econom sts and that the
key solution concept that they enployed — the m ni max sol ution
— transforned the all eged gane-theoretic probleminto a sinple
deci si on probl em devoid of strategic uncertainty, thus

underm ning the very starting point of their endeavor. It also
didn’t help matters that von Neumann and Morgensten abandoned
the classical tools of mathematics — cal culus and statistical
mechani cs — and instead relied on nonstandard tools of

mat hemati cs derived from quantum nechani cs.

As to Nash, he found a way — the Nash equilibrium (NE) — to
extend the scope of strategic analysis to nonzero-sum ganes,
making it applicable to strategic situations of interest to
econom sts. Yet, the NE did not take off |ike a rocket. Wy?
According to Gocoli, “the main reason is that the concept
did not provide any acceptable way out fromthe theoretical

stalemate that early 1950s econom sts had inherited fromtheir



i nterwar predecessors.” (p. 297) It didn’t do so, in Gocoli’s
readi ng, because it offered yet another equilibrium concept -
one, to make things worse, that didn’t address the issue of
how pl ayers could coordinate on it, especially when m xed
strategies and/or nmultiple equilibria were involved (an issue
finally addressed conprehensively, but inevitably

i nconpl etel y?, by Harsanyi and Selten, 1988).

s this the story? | believe there to be an inportant blind-
spot in Gocoli’s narrative. It concerns his claim(e.g., p.
297) that game theory disappeared fromthe journals and

t hr oughout the 1950s and 1960s was ignored by nost

neocl assi cal econom sts: “Even in the 1970s, gane theory
remai ned the realmof a few specialists and it was at |east a
decade away frommaking its official entry into the table of
contents of standard econom cs textbooks.” (p. 297) There is
no di sputing that this statenment captures correctly the fact
that the acconplishnments of Von Neumann and Morgenstern and
Nash for a while did not make the big splash that many
expected after the initial reception in the md-1940s to m d-

1950s. However, | would argue, that the table of contents of

2 “One cannot, without empirical evidence, deduce what understandings can be perceived in a
non-zero sum game of manoeuver any more than one can prove, by purdly forma deduction, that a
particular joke is bound to be funny.” (Schelling 1960, p. 1964, in his chapter on “ Game Theory and
Experimenta Research.”)



standard econom c textbooks, or the ignorance of nost
neocl assi cal econom sts, are a poor gauge for the advances of

gane theory in the 1950s and 1960s.

The fact is that during those years a significant nunber of
researchers built on, and advanced, the acconplishnents of Von
Neumann and Morgenstern (e.g., expected utility theory, NE).
Kreps and Rubinstein (1997), in their “appreciation” of 18
classics in ganme theory argue that “the subject underwent

expl osi ve devel opnment in the 1950s and 1960s.” (p. Xii)
Repeatedly, they even talk of the “heroic period” (p. xii) of
gane theory. Inportantly, a small but steadily grow ng group
of researchers — sone of them prom nent gane theorists --
started testing the new theories experinentally. Gane theori st
and experinentalist extraordinaire Al Roth (1995, especially
pp. 4 - 22) has provided us with an excellent, al beit sonewhat
US-centric, sketch of the fledgling discipline of experinmental
econom cs and its testing of theories of individual choice as
wel | as ganme-theoretic predications for various 2- and n-
person ganes during the 1950s and 1960s. Selten (1993), too,
sketches these devel opnents and explicitly nmentions the

pi oneeri ng n-person gane experinments by Kalisch, Ml nor, Nash
('), and Nering (1954) as a mpjor notivation for his and the

Frankfurt group of experinentalists’ work, both in form of



experinments and theory devel opnent.

The gist of the contributions of Roth and Selten is that it
took time to build an applicable ganme theory, and an
appropri ate experinental nethodol ogy and technol ogy, and that
nodern gane theory’s useful ness was decisively infornmed and
refined by the insights fromthe experinents that were
conducted all the way through the 1950s, 1960s, and 1970s.°?3
Maybe, then, the tinme it took for game theory to reach the

masses, is not that strange a tale after all.

Andreas Ot mann,
CERGE- EI ,
Charl es University and

Acadeny of Sciences of the Czech Republic

3| note in passing that the success of experimental economics has, arguably completdly,
reversed the process of the progressive replacement of the SOF conceptudization of economics
through the SOR perspective.
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