
ABSTRACT

Eachof two playersindependentlydraws8 number 6t random from

[0, 1]. After observingits number,eachplayer can thenchooseto offer or

not offer to exchangeas numberfor the other player's number. Aplayer's

payoff 1Sthe numberit holdsafter the pI6!-ler~ havemadetheir choicesand

a possible exchangehas occurreq. Four different games,which assume

different conditionsfor onexchange,are analyzed:

1. AND. 60th playersmust offer to exchangefor a trade to occur.

2. OR.Oneplayer'soffer is sufficient for 8 trade to occur.

3. MIX. 60th plByers must offer for 8 tn:\deto occur with certainty;

if only oneplayer offers, a trade occurs wHh probability p.

4. PLUS.Someas AND,exceptthe payoffto the loserif a tradeoccurs

-

is a numberbetween the lower end the higher numbersdrawn.

Games(l) - (3) are constant-sum, whereas game (4) is nonconstont-sum.

The NasheQuHibria1neachofthesegamesare:

1. Neither player eyer offers, no matter now low its number is.

2. 60th players 81waysoffer, no matter how hlghtheir numbersare.

3. Theplayers select somecommonthreshold--below which they

always offer--that is monotonically increasing in p.

4. Neitherplayereveroffers, nomatter howlowits number is.

The eQui11bnumin (4) highlights (:)possible conflict between the criterion

of stabl1ity andthe enterion of maximization of expectedvalue, which ca11s

for the players to offer undercertain condaions. Onthe other hand,if PLUS

is altered so that the players choose each other's thresholds, both wi11

a1ways offer. The unraveling downw6rd in ANDand PLUS,upward in ORand

the alteration of PLUS,tlndthe intermediate results in MIXare discussed.~I




