.

A Gun
‘A butter

Paretto
inefficiency  p

X Impossible

I «fm efficiency

®
areto
D Paret.o
efficiency

E

Quantity of Gun Produced 1.

Paretto
inefficiency

Quantity of butter Produced F

Prisoners'
dilemma

confess

remain
silent

——
. A Gun
- \Paretto

inefficiency

prisoner B
~ »

: e [=De

La]

i

confess

A wr »
<
'ET 5 years 2 rs
S
0
=
= remain

silent

ol -

point

é 7// p%ra‘a«

The orange sector E-D-E is the
most Pareto efficient - since an
increase in one indicator leads
to a decrease in another.

Game Theory

Nash Equilibrium

** => Nash equilibrium

W

1 year

1 year

Penito ?

mafioso

Man
pect

o)

mafioso |

remain
silent

mafioso

(man of
respect)

(man of
respect)

20 years

H.(x) A |Recogniti011; Non- B
% recognition;
Hi(x) 5:
Player 1 1 2
Recognition; | 1 ¥ g b=+ -20
-5 ’I* 0
Non- 2 # 0 =1l
recognition; -20 -1
-1-1
Pareto
Optimality



Oil price hits 18-year low P
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