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I. A Brief Introduction to Economics  

The best place to start on the road to new economic ideas and theories is at the beginning 

of the study itself. The study of modern economics originated with a University of Oxford 

graduate named Adam Smith who later went on to be known as the Father of Economics. Smith 

was a student of philosophy in the mid 18th century and earned a professorship in Scotland 

lecturing specifically on moral philosophy. It was during this time that he wrote his first book 

The Theory of Moral Sentiments. In this work, Smith examined human ability to sympathize and 

that it is based on mans need to follow moral law. He examined ideas about freedom and self-

interest that make each of us unique. It was under these discoveries that Smith set the foundation 

for what we now know as traditional economic principles or neoclassical economics.  

Smith established the theory of the free market in that prices for goods and services 

should be set freely. This allowed for the idea that supply and demand is inherently free from 

intervention from any authority. This principle would later be known as capitalism. The free 

market economy allows for an unregulated point of equilibrium for all products and services. 

Smith’s groundbreaking book The Wealth of Nations was the first examination of what it takes to 

build wealth within an emerging marketplace. The book, released in 1776, examines the first few 

years of the Industrial Revolution and what factors were leading to the new found prosperity.  

In one section of The Wealth of Nations, Smith attacks the antiquated government 

restrictions that he felt was limiting expansion. He realized the need for a separate, private 

institution that would not profit private industries such as education, judiciary and military 

systems. Years later the British government would even impose some of Smith’s principles on 
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free trade to establish privatization of health and education to ensure market effectiveness and 

balance.  

Smith’s steadiness and free market principles would eventually be questioned and even 

changed by mathematician John Nash. In 1950 Nash wrote a Ph.D. dissertation on non-

cooperative games, which would eventually be called game theory, in which each individual 

makes decisions for their own good. Any player’s cooperation then must be self-enforcing. This 

challenges Smith’s notion that a free market is based on a common understanding. Within game 

theory is the Nash Equilibrium where each individual is assumed to understand the equilibrium 

strategies of the other and no individual has anything to gain by changing that strategy.  

The Nash Equilibrium is linked to a person or company’s decision making. If several 

institutions are making decisions at the same time, the outcome depends on the decisions of one 

another. In this, one institution cannot gain by analyzing the decision of only one other; they 

must take into account the decision making of all others.  

The study of a person or institution’s behavior can be directly linked to each of these 

economic pioneers and their concepts. It is with a solid understanding of their theories that we 

are able to develop new principles that can solve economic problems. There is not one singular 

issue or one singular answer. We must ensure that we are utilizing the tools set by economic 

study since its inception to better assess what makes an impactful.  

II. Geoeconomic Theory 

Geoeconomic theory and geoeconomic law are relatively un-researched areas of 

thoughts. The principles of the geoeconomic theory encompass the various political implications 

on world economies. The world’s economies are growing more similar with each passing day. 
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The geopolitical landscape is changing the way businesses operate and the way people live. As 

one of the world powers, the United Sates must enable the world economies to be unified and not 

be unnecessarily restricted, while working to continually maintain prosperity within our borders. 

Recent research has been done to guide the progress of geoecomics and its relation to 

international policy.  

III. Behavior: Decision Theory and Game Theory 

Researchers at the University of Oxford have worked to connect the worlds of 

psychology and economics in a harmonious unity of academic understanding more commonly 

referred to as “behavioral economics” or “human behavior and economics”. The research has 

been divided into two areas, behavioral decision theory and behavioral game theory. 

Decision theory in economics is the theory of choice. When it comes to unfamiliarity in a 

market, there is less expected value from that market. Essentially, consumers do not want to be 

uncertain about a product or service. If they are, they will be less likely to enter into that market 

making the market itself less valuable. 

Game theory is the actual mathematic approach to decision making. This theory is the 

study of how each of us makes economic choices under strict rules and guidelines where there is 

mutual benefit to all parties involved. Game theory can most notably address the principles of 

consumerism and buyer behavior. Looking at game theory from a business perspective, it is 

essentially where a business stands among their competitors and how willing they are to work 

with or against their competitors to ensure that they are providing the most beneficial product or 

service to the buyer.  



Barnett 
 

© L. Seth Barnett, 2015 
 

5 

Through game theory and the understanding of human psychological behavior, 

particularly buyer behavior, I have concluded that one firms knowledge of controlled market 

shifts gives that firm the ability to be non-collusive and control the market majority. With that, 

there becomes a natural equilibrium in the market to which competition fuels competition.   

 

The basis of game theory in which each player could be assumed as a business and 
where the value 1 represents minimal competitive advantage and 4 represents 
maximum competitive advantage.  

 


