

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		

		
            

		
		
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Prisoners' Other Dilemma

	
    
        
            
            







    
    










    
    
    
    











			
                    J.W.Goethe University, Frankfurt, Economics Working Paper
 
        

    
	

	
	
		
		
			24 Pages
		
		

		Posted: 9 Aug 2001
		
			Last revised: 1 Oct 2008
		
		
	

	
		
			
			




	See all articles by Matthias BlonskiMatthias Blonski
J.W. Goethe University
Giancarlo Spagnolo
University of Rome Tor Vergata; EIEF; Centre for Economic Policy Research (CEPR); Stockholm School of Economics (SITE)


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 2 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Prisoners' Other Dilemma

								
							
							
							
								J.W.Goethe University, Frankfurt, Economics Working Paper
							

							
							
								
									Number of pages: 24
								
								
									Posted: 09 Aug 2001
								
								
									Last Revised: 01 Oct 2008
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							  248
							
						

					

					
					

					
						
							
						

						
							
								
									Prisoners' Other Dilemma
									

								
							
							
							
								
									Number of pages: 26
								
								
									Posted: 30 May 2003
								
								
							

							
						

						
							
							Downloads
							   21
							
						

					

					
				

			

		

	

	


	
	
	
	
		
		
	
	
		
			Date Written: December 2004

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We find that - contrary to common perception - co-operation as equilibrium of the infinitely repeated discounted Prisoner's Dilemma is in many relevant cases not very plausible: For a significant subset of the payoff-discount factor parameter space, all co-operation equilibria are strictly risk dominated (in the sense of Harsanyi and Selten, 1988) by defection. We derive an easy-to-calculate critical level for the discount factor below which this happens, and argue it is a better measure for the "likelihood" of co-operation than the critical level at which co-operation is supportable in equilibrium. The results apply to other games sharing the strategic features of the repeated Prisoner's Dilemma, such as models of implicit/relational contracts, common pools and public good provision. We illustrate our main result for collusion equilibria in the repeated Cournot duopoly. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Risk Dominance, repeated games, Prisoner's Dilemma, relational contracts

	
	

	
    

    
	

	
	
		JEL Classification: C73

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Blonski,  Matthias and Spagnolo,  Giancarlo, Prisoners' Other Dilemma (December 2004). J.W.Goethe University, Frankfurt, Economics Working Paper,  Available at SSRN: https://ssrn.com/abstract=278872 or http://dx.doi.org/10.2139/ssrn.278872 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Matthias Blonski (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				J.W. Goethe University  ( email )

			

			
			
				
				
				
					Economics Department
Frankfurt am Main, 60054
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Giancarlo Spagnolo

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Rome Tor Vergata  ( email )

			

			
			
				
				
				
					Faculty of Economics - DEF
Via Columbia 2
Rome, RM 00133
Italy

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				EIEF  ( email )

			

			
			
				
				
				
					Via Due Macelli, 73
Rome, 00187
Italy

				

				
			

			
				
				
					HOME PAGE: http://WWW.EIEF.IT
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				Centre for Economic Policy Research (CEPR) 

			

			
			
				
				
				
					London
United Kingdom

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Stockholm School of Economics (SITE)  ( email )

			

			
			
				
				
				
					P.O. Box 6501
Stockholm
Sweden

				

				
			

			
				
				
					HOME PAGE: http://https://sites.google.com/site/giancarlospagnoloshomepage/
				

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      248

			

		
		
		
			Abstract Views

			    1,969

		

		
		 
		
			Rank

			  207,971

		

		
	


	
		
            
            	        9 Citations
		

	

	
		
			
				       18 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Leniency Programs and Cartel Prosecution

                        
                            By
                                
                                
                                    
                                    Michele Polo
                                     and 
                                
                                    
                                    Massimo Motta
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Cartel Pricing Dynamics in the Presence of an Antitrust Authority

                        
                            By
                                
                                
                                    
                                    Joseph E. Harrington
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Optimal Cartel Pricing in the Presence of an Antitrust Authority

                        
                            By
                                
                                
                                    
                                    Joseph E. Harrington
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Leniency and Whistleblowers in Antitrust

                            
                                By
                                    
                                    
                                        
                                        Giancarlo Spagnolo
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Optimal Leniency Programs

                            
                                By
                                    
                                    
                                        
                                        Giancarlo Spagnolo
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Divide Et Impera: Optimal Leniency Programs

                            
                                By
                                    
                                    
                                        
                                        Giancarlo Spagnolo
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Deterrent Effect of Antitrust Enforcement

                            
                                By
                                    
                                    
                                        
                                        J. Gregory Sidak, 
                                        
                                    
                                        
                                        Michael K. Block, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Blowing the Whistle

                            
                                By
                                    
                                    
                                        
                                        Jose Apesteguia, 
                                        
                                    
                                        
                                        Martin Dufwenberg, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.109 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
