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‣ You had a quarrel with your boyfriend/girlfriend/partner; the relationship is tense right now


‣ You can admit it’s your fault, though you might not think so. So if you do this, you feel not that good, 
but still the relationship is back on track


‣ You can wait for your partner to admit it’s their fault, and if they do that you will feel really good, and 
the relationship is back on track


‣ But, there is also a possibility that neither of you break the ice, and you two break up. You feel so bad.
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Game Theory



‣ Normal form game: three key aspects


‣ Payoffs


‣ Players


‣ Actions


‣ In the previous example


‣ Payoffs: you feel good or not


‣ Players: you and your partner


‣ Actions: admit or wait
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Game Theory

(your payoff, his/her payoff)
Your partner

Admit Wait

You
Admit 2,2 1,3

Wait 3,1 -100,-100
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Dominance: It’s Always Better To Do So
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Best Response: It’s Good Enough Given Your Information



‣ Every one chooses dominate strategy
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Solution: Dominant Strategy Equilibrium



‣ Every one chooses best response
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Solution: Nash Equilibrium
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