Repeated Games: A Comprehensive Guide

Repeated games are a type of game in which the same players interact
with each other multiple times. This can happen in a variety of settings,
such as when firms compete in a market over time, or when countries
negotiate over trade agreements. Repeated games are different from one-
shot games, in which players only interact with each other once. This
difference has important implications for the strategies that players choose.

In a one-shot game, players are only concerned with maximizing their
payoff in the current period. In a repeated game, however, players must
also consider how their actions will affect their future payoffs. This can lead
to cooperation, even in situations where it would not be possible in a one-
shot game.

The theory of repeated games has been developed over the past several
decades. A number of important concepts have been developed in this
area, including the following:
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= Nash equilibrium: A Nash equilibrium is a set of strategies, one for
each player, such that no player can improve their payoff by
unilaterally changing their strategy.

=  Subgame perfect equilibrium: A subgame perfect equilibrium is a
Nash equilibrium that is also perfect in every subgame of the game.

= Folk theorem: The folk theorem states that any outcome that is
feasible and Pareto efficient can be supported as a subgame perfect
equilibrium in a repeated game.

These concepts are essential for understanding the theory of repeated
games. They provide a framework for analyzing the strategies that players
choose in these games and for predicting the outcomes of these games.

The theory of repeated games has been applied to a wide variety of
settings, including the following:

= Economics: Repeated games have been used to study a variety of
economic phenomena, such as pricing, advertising, and R&D.

= Political science: Repeated games have been used to study a variety
of political phenomena, such as voting, bargaining, and international
relations.

= Biology: Repeated games have been used to study a variety of
biological phenomena, such as cooperation, altruism, and the
evolution of social behavior.

The theory of repeated games has provided valuable insights into these
and many other areas. It is a powerful tool for understanding the behavior



of rational agents in a variety of settings.

Repeated games are a fascinating and complex area of game theory. They

have a wide range of applications in a variety of fields. The theory of

repeated games is still under development, but it has already provided

valuable insights into the behavior of rational agents in these games.
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Alt attribute for images:

Image of a group of people playing a board game: A group of people
are sitting around a table playing a board game. They are all smiling
and having fun.

Image of a graph showing the Nash equilibrium in a repeated game: A
graph shows the Nash equilibrium in a repeated game. The graph
shows the payoffs to each player for each possible strategy.

Image of a book cover for "Repeated Games Econometric Society
Monographs 55": The book cover for "Repeated Games Econometric
Society Monographs 55" is shown. The book is written by Aumann, R.,
and it is published by MIT press.
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