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Escalation In 2014

Incomes

Evolution des revenus moyens par quantiles 1996-2006 en France
Base 100 en 1996 (Source tty, Landais)

o= P99,39-100 (Revenu moyen 2006 = 2 070000 €  croissance moy /an 1996-2006 =+ 6,1 % 180
— £95,9.99,99 (Revenu moyen 2006 = 505 000 €  croissance-+4,1%)
—$99,5:99.9 (Revenumoyen 2006 = 218,000 €; croissance +2.7%)

(Revenu moyen 2006 = 139 000 € croissance +2,1 %]

(Revenumoyen 2006 = 81400 € crofssance + 1,3%)

(Revenu moyen 2006 = 54000 € croissance + 08 %)

(Revenu moyen 2006 = 18600 € ; croissance + 1,3 %)
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Escalation In 2014

Energy

World Energy Consumption
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Escalation In 1720

South Sea Bubble

claimed to be Newton's view
on the outcome of
the (1720).
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Escalation In 1971 and now

The Dollar Auction

In 1971, in a paper called

Martin Shubik described an infinite game.

2 Journal of Conflict Resolution, 15(1), pp. 109-111
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The Dollar auction
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The Dollar auction

The Dollar Auction (the story revisited)

For charity, an object is sold on an auction made a special way.
There is a piggy bank (or a hat).

oy

w/‘
\‘\/

To bid, each person puts one euro in the piggy bank which is never
returned to him.
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The Dollar auction
The Dollar Auction

Assume
that there are two bidders (Alice and Bob)
that the value of the object is v€ and
that the bid is always b €

The is negative after { turns.
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that the value of the object is v€ and
that the bid is always b €

The is negative after { turns.

After n turns

the bidder who does not have the object has a payoff of —nb and
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The Dollar auction
The Dollar Auction

Assume
that there are two bidders (Alice and Bob)
that the value of the object is v€ and
that the bid is always b €

The is negative after { turns.

After n turns

the bidder who does not have the object has a payoff of —nb and
the bidder who has the object has a payoff of v — nb.

v =100 c€ and b =5 c€

TEYLYY

90,—5 —10,90 85,—10 —5n,100—5n 100—5(n+1),—5n
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The Dollar auction

Escalation

The Dollar Auction game may lead to escalation,
i.e., players may play forever.
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The Dollar auction
Escalation

The Dollar Auction game may lead to escalation,
i.e., players may play forever.

The Dollar Auction Game is by definition an infinite game,

Shubik (1971), p. 109.

coinduction
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The Dollar auction

Is escalation in the Dollar Auction irrational?

paradox
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The Dollar auction

Is escalation in the Dollar Auction irrational?

paradox

Shubik (1971), p .110.
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The Dollar auction

Is escalation in the Dollar Auction irrational?

paradox

Shubik (1971), p .110.

inconsistent

Osborne An Introduction to Game Theory,
Oxford, (2004). p 175.
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The Dollar auction

Is escalation in the Dollar Auction irrational?

paradox

Shubik (1971), p .110.

inconsistent

Osborne An Introduction to Game Theory,
Oxford, (2004). p 175.

(no paradox)
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The Dollar auction

Is escalation in the Dollar Auction irrational?

paradox

Shubik (1971), p .110.

inconsistent

Osborne An Introduction to Game Theory,
Oxford, (2004). p 175.

(no paradox)

Theorem (using coinduction): J
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The Dollar auction
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The Dollar auction

Why this discrepancy?

For Osborne et al. the resources are finite.

Osborne An Introduction to Game Theory,
Oxford, (2004), p. 176.
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The Dollar auction

Why this discrepancy?

For Osborne et al. the resources are finite.

Osborne An Introduction to Game Theory,
Oxford, (2004), p. 176.
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The Dollar auction

Why this discrepancy?

For Osborne et al. the resources are finite.

Osborne An Introduction to Game Theory,
Oxford, (2004), p. 176.

Hence escalation among intelligent agents should not occur, as
noticed by Shubik.
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The Dollar auction

Why this discrepancy?

For Osborne et al. the resources are finite.

Osborne An Introduction to Game Theory,
Oxford, (2004), p. 176.

Hence escalation among intelligent agents should not occur, as
noticed by Shubik.

But the game is made .
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The Dollar auction

The Dollar Auction pictured

GEYYYY,

0,100 —5,95 90,—5 —10,90 85,—10 —5n,100—5n 100—5(n+1),—5n
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The Dollar auction

Alice abandons

We can prove that the strategy

GEFGLY GG

90,—5 —10,90 85,—10 —5n,100—5n 100—5(n+1),—5n
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The Dollar auction

Alice abandons

We can prove that the strategy

GEFGLY GG

90,—5 —10,90 85,—10 —5n,100—5n 100—5(n+1),—5n

Alice takes Bob's threat as credible and considers it is better to give up.
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The Dollar auction

Bob abandons

The strategy

799G

0,100 95,0 —5,95 90,—5 —10,90 85,—10 —5n,100—5n 100—5(n+1),—5n
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The Dollar auction

Bob abandons

The strategy

TG G

0,100 95,0 —5,05 90,—5 —10,90 85,—10 —5n,100—5n 100—5(n+1),—5n

Bob takes Alice’s threat as credible.
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The Dollar auction

Always give up

The strategy

T9YLEY 59

0,100 95,0 —5,95 90,—5 —10,90 85,—10 —5n,100—5n 100—5(n+1),—5n

a and therefore
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The Dollar auction

Escalation in the Dollar Auction

An takes a decision based on an
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Escalation and cognitive psychology
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Escalation and cognitive psychology

A book

A recent book addresses the new trends on rational thought.
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A recent book addresses the new trends on rational thought.

reasoning based on inferences and deduction.
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Escalation and cognitive psychology

A book

A recent book addresses the new trends on rational thought.

. reasoning based on inferences and deduction.
Intelligence

: beliefs and belief revision.
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Escalation and cognitive psychology

A book

A recent book addresses the new trends on rational thought.

. reasoning based on inferences and deduction.
Intelligence

. beliefs and belief revision.
Rationality
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Conclusion
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Conclusion

Conclusion

on sequential is
if
and
in a world of )
that is if

Coalgebras and coinduction are the right tools
for

(the answer to Newton)
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Conclusion

on sequential is
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Coalgebras and coinduction are the right tools
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The point of view of the agent is different form the point of view of
the observer:
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