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e Adam Smith
e John Rawls

* Friedrich Hayek
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 John von Neumann and Oskar Morgenstern(1944), 7Theory of
Games and Economic Behavior
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* Noncooperative game
* Normal form game
« Sequential game

« Cooperative game



Normal form game
e Players N = {1,2,...,n}

 Strategies  Si,..., Sn
* Rule of the game  Ui(sl,...,sn)

« ™M H(Information)?| = QM

e Nash &3 : (s1*,...,si*,..., sn™®)

. Ui(s1*,...,si*,...sn*) > Ui(s1*,....si,...sn*), for any i and si



An Example: Prisoner’s dilemma

I T I

Cooperate 2, 2 -1, 3
Defect 3, -1 0,0

7 2ot Nashmt : (Defect, Defect)



Information °| =R

e Private information
o Utility
 Available strategies

* Rule of the game

* Asymmetry of information
« Common knowledge
* Incomplete information game

0%



Implementation
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Hayek vs. Rawls

* For in such a system in which each is allowed to use his
knowledge for his own purposes, the concept of ‘social
Justice’ is necessarily empty and meaningless,... Social justice
can be given a meaning only in a directed or ‘command’
economy. (Hayek 1976, Law, Legislation and Liberty, vol.2)

e Justice is the first virtue of social institutions, as thruth is of
systems of thought.(Rawls 1971, A theory of Justice)



Hayek on Rawls

* Not only as the basis of the legal rules of just conduct is the
justice which the courts of justice administer exceedingly
Important; there unquestionably also exists a genuine

oroblem of justice in connection with the deliberate design of

nolitical institutions, the problem to which Professor John

Rawls has recently devoted an important book.(Hayek 1976)




