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An experimental study on repeated games with observation costs
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In this research, we study reputation effect in long-run relationship by
using game theory. There are two decision makers (players), and they play prisoner®s dilemma game
every period. Each player can decide whether to cooperate or defect in each period. If a player pays

a cost, he knows the action chosen by the opponent in that period. Otherwise, he cannot knows the
action. At the beginning of the repeated game, there is a possibility that a player commits to a
certain strategy. That 1s, a player®s strategy is fixed with an exogenously given probability. Such
player is called commitment type. If a ?Iayer is not a commitment type, he can choose any strategy.
The objective of the research is to analyze how players play the repeated game in this situation.



repeated game

strategy

strategy profile

reputation effect

incomplete information

Folk

Theorem
Fudenberg and
Levine, 1992
Fudenberg and Levine (1992)
Ely and Valimaki
(2003)

participation game

Miyahara (2011)

Miyahara (2011)



Miyagawa, et al. (2008)

Miyahara (2011)

Bo (2005)

Miyahara (2011)

Miyahara (2011)

Miyahara (2011)

Miyahara (2011)



effective discount factor




Dal Bo, P. Cooperation under the
Shadow of the Future: Experimental
Evidence from Infinitely Repeated
Games, American Economic Review,
vol. 95, 2005, 1591-1604

Ely, J., J. Valimaki, Bad Reputation,
Quarterly Journal of Economics, vol.
118, 2003, 785-814

Fudenberg, D., D. Levine, Maintaining
a Reputation when Strategies are
Imperfectly Monitored, Review of
Economic Studies, vol. 59, 1989,
561-579

Hino, Y., Y. Miyahara, An Efficiency in
Repeated Prisoner’s Dilemma with
Observation Costs, mimeo, 2016
Miyagawa, E., Y. Miyahara, T.
Sekiguchi, The Folk Theorem for
Repeated Games with Observation
Costs, Journal of Economic Theory, vol.
139, 2008, 192-221

Miyahara, Y., Reputation in Repeated
Prisoner’s Dilemma with Observation
Costs, mimeo, 2011

209 2014 pp. 73-87
http://www.rieb.kobe-u.ac.jp/kkg/maga
zine/

213 2016 pp. 43-59
http://www.lib.kobe-u.ac.jp/infolib/meta
_pub/G0000003kernel_E0040837

Finitely Repeated Games
with  Automatic and Optional
Monitoring 20 DC
2014 10 13

An Efficiency in Repeated
Prisoner’s Dilemma with Observation
Costs, 2016 Asian Meeting of the
Econometric Society 2016 8 12

@
MIYAHARA, Yasuyuki



