Chapter 6: Game Theory
“Life is a game that must be played.” 







Edwin Arlington Robinson

“When the One Great Scorer comes to write against your name--

He marks--not that you won or lost--but how you played the game.”







Grantland Rice


“Each of us earns his death,

his own death, which belongs to no one else 

and this game is life.”







George Seferis / Giorgios Sefiriades

From the perspective of game theory, life is like a game. Chess, poker, roulette, football, tennis, racing and many other formal games with standardized rules are structured in ways that closely parallel aspects of everyday life. Hence, we can use game theory to analyze life as if it were a game. 

Game theory gives us a unique perspective and valuable insights on life, especially relevant to business and capitalism,  which are sometimes quite game-like. Business people are foten alert to arch rivals who may be attempting to win greater market share by scoring advertisement coups/ victories over their opponents. Each business watches how the others “play their cards” in bringing new products to the marketplace. Some companies have strategy sessions that seem like “war games” at the Pentagon, considering multiple scenarios and tactics for dealing with various “marketing ploys” and “strategic plays” that opponents might consider. 

Games are a part of life, but life is much more complex than an evening of chess with the “Great Scorer.” Therefore, I encourage students of game theory not to side with E.A. Robinson and assert that “Life is a game that must be played.” Fully equating life with games would suggest that everyone is calculating every action strategically: This is true in competitive chess, but not true in most of everyday life. Even though strategy is crucial to good game-play and some business decisions, much of everyday life is not strategic; and we risk becoming cynical if we overextend game theory’s vocabulary of strategic motivations and rational calculations to everyday activities that are not strategically calculated. For example, it is simply wrong to assume that most close friends or lovers are acting out of strategic calculation. Most genuine friendships, love relationships and fun is more authentically honest  than strategic. Thus, some caution is needed in using game theory to the less strategically based aspects of life.

Basic Premises
The central assumption of this chapter is that there are enough similarities between business life and games that we might want to look into game theory and see what lessons it has about capitalism. It turns out that there are numerous insights relevant to ethical capitalism and wise future economic strategies. But we must recognize the limits of game theory and not overplay our cards by reading strategic motivations into human activities that are not strategically calculated.

There are two main types of game theories. One is based on logic and mathematics, the other is based on logic and keen observations of social behavior. Each has its place. Each has its unique powers. Although the mathematical form of game theory has received far more research, I prefer the behavioral and sociological version. This less mathematical form yields countless insights into human behavior and social relationships without forcing us to put real numbers into equations and worry if we did the math right. From this point on, the term “game theory” will refer to the more behavioral and sociological strand of research, traced largely to the seminal work of T.C. Schelling (1960, 1978). 

Game theory can be used to analyze human activities from the smallest scale to the largest--from the behavior of one or two individuals to interactions between governments, and all levels between these two extremes. To illustrate this, let us consider examples from small and large scale social interactions, followed by the intermediate scale, where most businesses are located.

(alternative) Game theory can be used to analyze human activities from the smallest scale to the largest--from the micro level behavior of one or two individuals to macro level interactions between governments--and all levels between these two extremes. To illustrate this, let us consider examples from micro and macro level social interactions, followed by the intermediate or meso level, where most businesses are located.

Beginning with the smallest scale [micro level], some “love relationships” can be discussed as if they were games, especially when one or both “lovers” are not really seriously interested in developing long lasting love. In the early phases of the “dating and mating game,” one person may “play the pursuer” and the other “play the pursued.” Sometimes both individuals “play their best cards first,” hoping to impress the other. Both may “play the roles” that they think will seduce or win the other. Some would-be lovers play the game with considerable attention to strategy and counterstrategy, spending hours each day trying to figure out exactly what the other is thinking. “Does he really love me? Or is he merely trying to ‘score’?” Both people may be quite strategic about the amount of honest information they release to the other, perhaps telling only half-truths about prior intimate relationships and keeping crucial information secret. Each may worry that their partner might have secret agendas, especially if they note signs of deception or strategic planning. Some people read XXX’s (199y) book titled The Rules  in hopes of figuring out the unwritten rules of the game. Even though game-like relationships are common, it must be realized that some people find partners with whom they can enjoy being honest and open as they both mutually explore the beauty of authentic love.

At the largest scale/ macro level, international relationships often have a game-like quality. How much will Japan budge in current negotiations? Are the Japanese playing their cards “close to the chest”? Are they bluffing? Are they playing “hard-ball?” What are they actually planning behind closed doors in their strategy sessions? What are their real goals? How far are they willing to go toward potential compromise positions? In the United States, people in think-tanks of every political stripe act like chess strategists as they ponder the best tactics that the United States might use in countering each new dodge and rouse from Tokyo. 

Between love affairs and international affairs, we can analyze the strategies common at the meso level, which includes many businesses. Consider the case of company “A” that is offering to purchase company “B” for $30 million, while “B” holds out for $40 million. In one sense, both parties are playing a game, though a very serious game. The buyers may pretend that they could not possibly pay anything more than $35 million and the sellers may give signs of not being interested in anything less than $38 million. If both companies could be happy with any deal in the general range of $35 to 38 million, they might not show this. They might keep “poker faces,” hiding their pleasure from the other in hopes of getting the other to compromise as far as possible to their favor. If the companies were playing “hardball,” they might not show much willingness to compromise until each began to see that there were no better options in the market place. [Duped: Perhaps one party would suggest bringing in an arbitrator or assessor who could help find a middle ground that would create a “win-win” solution that pleased both parties equally.] 

Game theory helps us think in terms of strategy and see many different kinds of strategies. It also helps clarify how different strategies can be useful at various phases of any interaction. 

There is a side benefit from studying game theory. At the macro/ global level, you will better understand the strategic posturing, bluffing and eleventh hour negotiating so common in political and international relationships. You will also become a better strategist the next time you negotiate a business deal or make a home purchase. At the micro level, game theory may also help you reduce any conflict you might have with your spouse, significant other, child or other close acquaintance. Even though most genuine friendships and loves are not strategic, a knowledge of game theory can help you communicate the importance of honesty as the best strategy for building trust and love. 

The Continuum of Games

Every game ever invented  can be analyzed as falling somewhere on a continuum between pure conflict and pure cooperation. All types of real life interactions can also be analyzed on the same continuum. 
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Fig 6.1. All games can be analyzed as lying somewhere on a continuum from pure competition to pure cooperation, with mixed-motive games lying between the two extremes. 

Most everyday interactions lie between the extremes--in a zone called “mixed-motive games.” Here, both the motivations of conflict and cooperation interact, though the ratios of conflict to cooperation vary across the continuum: Toward the left, conflict motives outweigh cooperation. Toward the right, cooperation motives outweigh conflict. 

Before dealing with the subtleties of mixed-motive games, it helps to analyze the cases of pure conflict and pure cooperation. Examining the two extreme types of games in bold contrast gives us the tools for understanding the more complex mixed-motive games that contain both conflict and cooperation. 

Conflict games include poker, chess, football, basketball, competition racing and much more. In all pure conflict games, players soon become aware that “If you win, I must lose.” Conversely, “If I am to win, you must lose.” Pure conflict games are sometimes called “zero-sum” games, because each $10 that you win in a poker game comes from $10 lost by your opponents; hence the net change of wealth around the table is zero. Conflict games can also be called “fixed-sum” games, because the total amount of money at the poker table stays fixed, and money merely moves from losers to winners. 

Poker, chess, billiards and soccer all show how people act when each side knows that “if you win, I must lose.” Who wants to be a loser? No one--especially when the stakes are high. So how do people act? When playing competitive chess, each player pays close attention to the board, carefully watching the opponent’s every move. Both players are constantly pondering all their strategic options, trying to imagine the opponent’s strategies and next moves, then trying to stay a step or two ahead. Each player keeps all strategic thoughts hidden from the other player, using a blank, noncommunicative expression that helps minimize accidental leaks of information. In the background, each player is aware that: “If I am going to win, you must lose.”

At the other end of the continuum in Figure 6.1 are pure cooperation activities, such as dancing or sailing for pleasure, or building a team to work cooperatively on some project. How do people act when learning to dance more gracefully? As shown nicely in the modern classic Japanese movie, “Let’s Dance,” they share information and help each other. They give each other frequent feedback on good or bad moves, being especially encouraging about the progress being made. They also try to overcome interpersonal differences, put deleterious stereotypes aside and focus on mastering the skills needed to dance beautifully. In the process of cooperating, they have fun together and develop positive bonds of trust and friendship. They realize that their common interest in dancing is more important than their idiosyncratic differences.

Cooperation games can be “win-win” games if all players work hard at learning to synchronize with others and master the skills needed to play their role. Success means that all players win together, and that feels great! Two dancers can glide across the floor with grace and elegance, enjoying every step. The shared success is a positive reward for all the learning that went into creating a great team, and it creates positive motivation for continuing in team cooperation in the future. 

If a team fails, all players lose together, which is a “lose-lose” outcome. As people realize the pain of failing at a cooperative activity, some learn to try harder and others quit. The more experience people have with the beautiful feelings of team success, the less likely they are to quit: They see the reasons for helping their team-mates strive for success. 

Table 6.1. The technology /alternative names and basic structures of conflict and cooperation games. 



PURE CONFLICT 

PURE COOPERATION 


Names



Zero sum games


Positive sum games


or Fixed sum games


Win-win games

Structure


“If I lose, you win.


“We either win together



If you lose, I win.”


or we lose together.”

Mixed-motive games lie between the extremes of pure conflict and pure cooperation. When company Y tries to purchase company Z for $30 million and Z states its price as $40 million, both Y and Z experience a mixture of conflict and cooperation motives. If they can compromise and find a sale price that pleases both, they can create a win-win game and successfully close a deal. But before the negotiations are finalized, both sides have to worry about keeping costs down. Each dollar that company Y compromises toward the sale price proffered by Z is a win for Z and a loss for Y--which is the essence of a zero-sum conflict game. Thus both have a conflict motivation about the best place to settle between $30 million and $40 million. 

A friendly game of chess or poker can also be a mixed-motive game. If the stakes are small, a loser does not lose that much. And everyone is a winner if everybody has (all have) fun playing the game--which is especially likely if playing helps wile away some boring hours and the players like the mental challenge of strategic action. But if the ante goes up and losses become too painful, the game can edge toward conflict and become less friendly. 

((((Pick your vocabulary more carefully from game lingo: playing the field? Punt. Time out. Checkmate. I fold. Ante up, buddy. The ball is in your court. Hardball. Throw a curve-ball.))))  

A Continuum of Strategies

Once we understand the continuum of games in Figure 6.1, we can make the next step in the study of game theory and examine the various strategies that are best suited to each type of game along the continuum. Let us again deal with games in order from conflict to cooperation to mixed motive. 

Conflict 
The central/ key structure of conflict games is this: “If you win, I lose; and if I win, you lose.” In order for one person to win, it is essential to make the opponent lose. This motivates people to use any of a large number of strategies--from mild to extreme--to undermine the competitor’s chances of winning.

The least vicious strategy for conflict games involves hiding accurate information that might help the opponent win. Many chess and poker players learn to play with “poker faces,” blank expressions that prevent the communication of any clues about events that please or displease them. Football players may snarl, talk tough or attempt to stare down opponents as a way of hiding their strategic knowledge behind masks of hostility. 

As the stakes rise in conflict games, some people use more aggressive strategies, using deception, dishonesty, cheating and lying to mislead others with false information. The poker player who smiles when dealt a useless card is hoping to deliberately mislead or confuse opponents. Disinformation tactics can cause adversaries to waste time on fruitless strategizing or make mistakes that could jeopardize their chances for victory. 

More chess, poker and zero-sum vocabulary needed

As people gain experience in conflict situations, most become increasingly suspicious that their adversaries are using secret, sneaky or dishonest tactics. This in turn breeds distrust about opponents. “They may be hiding information or trying to mislead me.” Suspicion and distrust come especially easily for people who have grown up in a home or culture rife with conflict, deception, dishonesty and aggression.

Players cannot only hide information or give false information, they can inflict damage through covert acts of sabotage or overt attacks. In chess, taking your opponent’s pieces weakens his or her forces, and it is easy to rationalize the need to do this, given the nature of conflict games. After all, “It’s him or me.” Industrial competitors have been know to steal information from competitors and sabotage research projects at their rivals’ labs. In 1997, foreign and domestic espionage cost U.S. firms over $300 billion (Nelson, 1998). 

Once players discover that their opponents have lied to them, sabotaged their work or destroyed part of their assets, conflict can escalate to higher levels of ruthlessness. In such cases, “tit-for-tat” tactics seem quite reasonable: “They knocked out our radar, and now we are going to destroy theirs. That will give them a taste of their own medicine.” In face of cutthroat conflict, some players may turn to “No-holds-barred” tactics, reasoning that extreme methods may be necessary for mere survival. In face of an unrelenting foe, it is easy for people to get caught up in a “dog-eat-dog” philosophy, “watching out for number one” and “justifying any means that serve their ends”--which is victory in a game where either I win or you win.

The more that people come to distrust others, the more suspicious and more attentive to signs of cheating they become, examining even trivial incidents, suspecting hostile intent. This is time consuming, psychologically costly and capable of exacerbating ugly feelings among competitors. If you begin to suspect that you are the target of serious fowl play from someone in your organization, you may find yourself seething with anger all day, obsessing on strategies of revenge and studying ways to inflict damage on your foes. [Concrete egs?]

Although some people can contain their hostile feelings, others let their anger out in one form or another. This causes hostile exchanges to escalate even further and interpersonal relationships to degenerate to crasser levels. In several competitive sports, shouting matches among angry players are common. The anger that arises when one player discovers that another is cheating can lead to violent actions and swinging fists. In taverns, anger can lead a person to draw a knife or gun--triggering a vicious spiral that further heightens distrust, suspicion, hatred and ugly actions. [Concrete examples?] In the Old West, poker players who had been duped by a card shark might pull a gun, with deadly consequences (for someone?)

Table 6.1. The strategies commonly used in pure conflict and pure cooperation games. 

PURE CONFLICT 


PURE COOPERATION 

hiding accurate information

sharing accurate information freely

giving false information


avoiding false information and miscommunication

distrust and suspicion


showing that trust is valued and appreciated

inflicting damage 



generously giving support and help

anger and other ugly feelings

sharing the good feelings of winning together

hostile actions toward opponents

spontaneously friendly acts with team members

Cooperation 

When compared with conflict games, cooperative activities create quite different psychological experiences, leading people to learn very different strategies. Consider camping, mountain climbing, sailing and dancing, all of which can be done in highly cooperative manners. They key design feature of cooperation games is this: “Either we win together or we lose together.” If we win together, we have a “positive sum game,” because everyone is better off than before--and no one is a loser. In addition, all players are motivated to avoid failure--the “lose-lose” situation (or negative sum game that no one wants). 

If three people are sailing a small sloop and are caught in a sudden storm, they can either cooperate and work together, or they risk going down with the boat. Cooperation is the best strategy for reaching a “win-win” solution. Conflict or noncooperative action could lead to the “lose-lose” outcome in which all three people drown. 

What do three people learn when sailing through a gale? Lots! And there is reason to learn quickly. Cooperation games motivate people to coordinate, work together, share accurate information and help each other reach a “win-win” outcomeR--pulling together, as a team. If all three sailors help each other combat the storm, they have a chance of surviving and living to tell their story about their joint accomplishment. [Positive sum games, not fixed sum. Thus all can win together.] 

People in cooperation situations learn the importance of keeping each other up-to-date with current and accurate information about the boat, the weather, wave conditions and all other pertinent information. Deception, distrust and hostility could sink them all, so cooperation games teach [most] people that conflict strategies are completely inappropriate. Hence, most people learn to avoid conflict strategies--or suffer the consequences. As soon as people abjure conflict strategies and turn to cooperation strategies, they reap the rewards of working together. 

In pure cooperative situations, such as sailing through a serious storm, people learn the need for honesty, full disclosure of information and mutual support. As they experience the value of honest and cooperative interactions, and develop confidence in each other, they gain a greater awareness of the value of trust. The more often they have repeated honest exchanges, the more they learn that they can trust and believe in each other. 

Because there is no motivation for cheating in pure cooperation games, there is no need to scrutinize every action of each team member. You trust that the other sailors are doing their damnedest to keep the boat afloat: All of you want to survive the storm. [Thus,] You know that you do not need to watch every detail of other people’s behavior. All this results in enormous savings of time and energy--obliterating the interaction costs seen in conflict games--and these savings can be directed to efficiently solving the problems at hand. As people come to appreciate the value of trust, they are likely to tell others how much they value trust. They may show their commitment to keeping trust strong by helping those people who have thrown in their all in prior cooperation endeavors. 

(Trust is a central element of ethical capitalism. It emerges from cooperation and cooperative social relationships.) 

Marx wrote 5 line paragraphs. 

After toiling tirelessly together to keep their sailboat afloat in a powerful storm, all three sailors feel ecstatic when they finally sail safely into harbor. They know that their hard work and honest communication served them well and that they have jointly earned the rewards of success. They deserve to share the good feelings of winning together and mutual congratulations they can honestly give each other. They have earned the rights to tell their story for years, with fond memories of their friends and colleagues. 

People who have learned to appreciate the bonds of trust and friendship that emerge from cooperation often find themselves doing spontaneously friendly things for their fellows. Even years later, the sailors might send each other special gifts or have gala get-togethers on the anniversary of their “sail through the gale.” Members of sports and business teams often spontaneously give support, host parties or send distinctive /unique presents / gifts to beloved colleagues. Trust, friendship and genuine caring are priceless feelings and all three originate from and are nourished by cooperative activities. 

Mixed-Motive Strategies

Between the two ends of the continuum of games--between pure conflict and pure cooperation--lie mixed-motive games. These interactions require a delicate mix of the two opposite types of strategies, though mixed in different ratios depending on how far left or right the game lies on the continuum. 

There are many computer chip manufacturers in the United States, and it is easy to imagine their being in pure conflict with each other. Each chip company is eager to keep new designs and plans secret from their competitors, which fits with the strategies of conflict games. But when we also realize the whole U.S. computer industry is in competition with Asian and European companies, we see that chip companies in each nation have some motivation to cooperate with each other. Several American chip makers have reaped significant benefits from working together--forming research consortiums and cooperating in conducting costly scientific studies in the precompetitive phase of developing expensive new technologies. Different companies can pool their limited R&D funds for doing basic science and reduce the costs of each company’s doing separate and redundant research. Once the precompetitive research has yielded useful information, each company can take it back to its labs and use it for producing products to complete in the competitive free market. 

There are at least three reasons why it can be tricky to combine the different strategies of conflict and cooperation. First, cooperation requires trust; but conflict motivates obfuscation and cheating, which generate distrust. The oppositenesses of the conflict and cooperation strategies can make them difficult to mix together, which is the reason why bargaining finesse and mediation skills are highly valued in mixed-motive situations. 

Second, the parties involved in a mixed-motive venture/ game/ undertaking may not be able to identify quickly, easily or accurately where their interaction lies on the continuum of games (Fig 6.1). If one party, K, overestimates the element of conflict and overplays its conflict strategies, it may create more mistrust than is useful for the interaction. 

Third, even if the parties quickly and accurately identify the structure of their mixed-motive game--knowing exactly where it lies on the continuum of conflict to cooperation--they need to realize that game-play can be altered by the past actions of the players. If K accidentally created too much conflict in prior interactions, other players may come to expect conflict from K in future games, too. 

A player’s future goals can /may lead to a strategic overplaying of conflict or cooperation strategies. A company that wants to be seen as a ruthless competitor, intent on dominating an entire industry at any cost, may overplay its conflict strategies. In contrast, if one company wants to be known as an honest company, it may use more cooperative strategies than it needs to show its behavioral commitment to being knowsRR as being open, honest and cooperative. Of course, another company can have a mixed-motive goal of being “highly competitive and as honest as possible in a tough market.” Any of these tactics will affect current and future interactions, pulling mixed-motive games toward greater conflict or greater cooperation, as the next section shows. 

How Strategy Can Alter A Game

The way a game is played is not completely determined by its location on the continuum of games. In both games and real life interactions, many people can alter game-play toward greater conflict or greater cooperation by their choice of stealthy or honest strategies. 

Consider a mixed-motive game “X” that has a socio-economic structure that contains more conflict than cooperation, as shown by its position on the continuum of games in Fig 6.2. If both players merely responded to the structural features of the game, it will tend to be played as a mixed-motive game, with more emphasis on conflict than cooperation. However, the strategic preferences that people bring to the game can shift game-play to either greater conflict or greater cooperation. 



|____________“X”______________________________|


pure

          mixed-motive


pure



conflict





 cooperation

Fig 6.2. Game “X” has a structure that places it at a specific location on the continuum from pure conflict to pure cooperation, but the use of conflict strategies or cooperation strategies can shift game-play to either the left or the right.

Some people could push game “X” into a horrible conflict, especially if they have been trained to see all of life as a “war of wits,” taught to pick their battles carefully, and given the skills to win their wars. Such highly competitive individuals can often force other people to adopt similar types of conflict strategies, thereby forcing game-play toward the left. People who think in terms of “winner take all,” “no holds barred,” “dog-eat-dog,” or other conflict vocabulary may inadvertently be predisposed to use conflict strategies more than is needed, especially if they have the skills to win the battles they enjoin.

On the other hand, there are people who have the skills to gracefully guide/ shift /ease game “X” toward greater cooperation. People raised to see life as a wonderful place for making friends and building “win-win” relationships might be able to refashion game “X” into a cooperative endeavor. This is especially true if they have learned the skills for helping others experience the pleasures of building trust, cooperation and friendship. Admittedly this is not easily done when confronted with a belligerent opponent who is hell bent on battle. In takes advanced cooperative skills to turn bullies and tyrants into people who can see the benefits of cooperation. 

Fortunately, it is easier to “sell” the benefits of cooperation today than 2000 years ago. In the empires of the past, the rule of “might makes right” focused most people on brutish competition and conflict. Few could see the benefits of a social order designed around peace and cooperation, with an economy based on trade and prosperity. In the empires of the past, “law and order” meant the emperor’s laws and orders. Cooperation-oriented thinkers with ideas that conflicted with the supreme leader’s goals were squashed under the tyrant’s boot. [If Chapter 4 is correct, modern people are increasingly capable of seeing that the world’s prosperous societies are moving away from war and tyranny, based on conflict strategies, and shifting to democratic and business relationships that rely more on cooperation than violence and coercion.] R with end of chapter? 

Labor-Management Relationships 
A clear example of the power of strategy for altering social interaction can be seen in labor-management negotiations. Understanding the power of strategy is useful in reducing wasteful and unneeded conflict between employers and employees. 

Negotiations between workers and management involve a complex mix of motives. There is a conflict element that can elicit heated emotions: Both sides see that with each possible concession, “If you win, I lose;” and that is a zero sum, conflict situation. On the other hand, labor-management bargaining also contains elements with a “win-win” logic: If both labor and management can find a reasonable settlement that satisfies both sides’ need for a “fair compromise” that is good for all, everyone can feel like a winner. In fact, both are winners because both the company and workers {can} avoid a nasty confrontation--along with the ill will that nasty/ rough/ ugly/ ill-spirited battles create--and return to the business of making products that serve their customers, making money for both the workers and management (the business). 

One Time Games versus Repeated Games
Some games are one time events that exist in the present, unaffected by the past or the future. In contrast, players/ people who interact with each other over and over are playing a different types of game/ doing ongoing events /interactions in which both the past and future are/ can be important. Game theory allows us to see the different strategies of one time games and repeated lay. 

The Concerns of the Present
The simplest game is one that is played one time, with no past or future influences. (Get better example? Chess?) Let us examine a hypothetical labor-management negotiation that has a fixed structure that lies somewhere left of the middle of the continuum of games, near “X” in Figure 6.2. The socio-economic structure of this interaction, taken by itself, can arouse more conflict than cooperation. But watch how the use of conflict strategies can push the game toward greater hostility, whereas cooperative strategies can push the game toward greater harmony. 

If either labor or management begins negotiations with a hostile approach, it can trigger a conflict posture from the other side. What if one side requests concessions that the other side cannot make--or demands that all outcomes favor its side or else it will not cooperate? These hostile overtures could cause the other side to take defensive and combative strategies in order to protect itself from a belligerent assault. As both sides rally their strategies for combat, the mixed-motive game shifts to the left in Figure 6.2, toward escalating conflict. The more conflict strategies that either side deploys--be it deception, trickery, dishonesty, sabotage or anything else--the more conflict the two sides create. 

The very same labor negotiations could have been shifted to greater cooperation if either side made it clear from the onset that it wanted a “win-win” outcome and was willing to explore as many avenues as needed to attain it. [All??] 1st, the cooperation side needed to do was promise to be open to all possible compromises, in search of a solution that both sides could see as fair and just. To prove a cooperation motivation, it could state unequivocally that if road-blocks emerged, it would (accept the) (respect the will) of outside mediators--with skill at arbitration and the art of compromise--if the other side would. A genuine commitment to a fair outcome--expressed in word and action--might convince even a skeptical adversary. 

The Power of Past Events / Games with multiple reps 

Negotiations become more complex when labor and management have a history of prior interactions that involved either hostile conflict or fair compromises. People have memories, and they look to history for clues about the strategies other players might use in each upcoming interaction. they also have the smarts to ask how present strategies could influence the future. 

Industries with a history of conflict between labor and management often enter each new contract negotiation with distrust. Both sides are sensitized to even the slightest signs that the other might be less than totally honest. This can lead to a vicious cycle that spirals toward renewed and intensified conflict--since even a tiny, innocent error by one side can be seen as a “trick” that “proves” the presence of conflict motives to the other. Many of America’s older businesses, such as the auto industry, have a long history of conflict, strife and mistrust among their managers, workers and unions, and that history makes it difficult for them to shift to cooperation and “win-win” outcomes.

In contrast, industries with a history of labor-management cooperation often enter each new contract negotiation with a healthy amount of trust. Each side is willing to give the other side the benefit of the doubt if/ when they discover small errors, differences of opinion or miscommunications. This creates to a virtuous cycle that spirals toward greater cooperation. Many newer corporations in the computer and information industries have a history of labor-management cooperation that makes it somewhat easy for them to keep labor-management relationships positive, cooperative--and virtuous. Cooperation saves them time, energy and anguish in making their companies run smoothly. 

Might capitalism be evolving toward this more cooperative, virtuous and ethical style of labor-management relationships? I think so. We have heard so much about vicious spirals/ cycles of poverty and vicious cycles of violence; it is time to realize that there are also virtuous spirals away from the tyrannical empires of the past to free societies with democracy and free markets that serve consumers as if kings. 

The remainder of this chapter will buttress the argument that capitalist democratic societies are spiraling toward increasing ethical goals/ ends/ strategies/ loci. Chapter 2 has already shown how treating ones workers and consumers well is part of ethical capitalism, and one way to do this is by creating “win-win” relationships with workers and consumers-- avoiding conflict and dishonesty when possible. It is true that some of America’s older companies--with top-down military style management--have been plagued with labor-management conflict for decades, as seen in contract deadlocks and strikes. Some even neglected their consumers, until foreign auto makers stepped in with cars of higher quality with lower cost. Fortunately, But many modern companies are becoming aware of the multiple benefits of avoiding excess conflict with labor and building cooperative relationships among labor, management and consumers.

If there is wisdom in building a history of trust between employers, employees, and consumers, management needs to take the lead role. If you are a manager, where do you start? First, be honest. Tell everyone in your company that you want to counteract any history of distrust. Apologize for any errors or heavy handed past actions. 

Second, explain with clear logic why it is important to build a more positive and cooperative company ethic aimed towards the goals of honesty and win-win relations among the company, workers and consumers. Third, show you are willing to back up those words by your actions. Honest actions prove that you know that cooperation will yield better consequences for your company, its workers and the consumers. 

Cooperation among labor, management and consumers is the best way to create better products. That helps a company be more competitive in the market place, earn a better cash flow and reward all employees with better salaries. Companies that sincerely cooperate with their employees help everyone in the company feel happier, better about coming to work, and more motivated to improve the company’s product. 

{The bottom line in capitalism is that the consumer is king. Successful businesses /companies can benefit from using game theory to customer relationships. Develop it?}

Most businesses have a mixed history of successes and failures with customers. Many customers feel both satisfaction and frustration with every company’s products and would score the business as lying at intermediate position on the continuum from pure conflict to pure cooperation. Notice how the actions of two businesses--Q and R--can alter their relationships with their customers. 

If business Q (for Questionable) views its customers with distrust, it may accidentally bring conflict strategies to its business plan. If Q fears that giving the customers more means, “If they win, I lose,” Q reveals its zero sum philosophy. It also reveals its unawareness of the values of positive sum outcomes based on cooperation, which would involve an appreciation of the fact that “If I help you win, you may help me win by buying my product.” Thinking of customers as unintelligent or suckers also leads to conflict approaches to customers. [discord antagonism strife friction battle hostility

If business R (for Responsible) has a strong commitment to cooperating with its customers--to serving their needs via “win-win” interactions--business R would see the motivation to work closely with its customers to give them exactly what they wanted. R would open numerous communication channels for collecting information for correcting errors and making the next generation of product better. It would have e-mail, web sites and customer hot-lines with enough operators to listen and respond to consumer complaints and suggestions, seeing most consumer inputs as an invaluable source of information on ways to make consumers ever happier by reducing /solving problems. R would hungrily seek consumer feedback on proposed new products as early in the design and production phases as possible. The cooperative view of consumers is this: “If my company can learn to serve your needs well, you may decide to select my product from the global competitive market place, which helps us reach those valued “win-win” relationships. 

[[Move??? or omit??]]  Many people do not like the ugly side of conflict games. They do not want to join in the bully’s game by withholding accurate information and help, by learning the arts of deception and aggression. First, people with a strong cooperation ethic may resist even powerful pressures to be competitive and nonsupportive. Second, people who do not place high value on victory in conflict may not care to play the game. Third, people who have given up hope of ever wining in conflict situations may drop out of the conflict. Fourth, people who are at the top of the heap--almost certain that they an win no matter what--may not be tempted with unsavory tactics. However, in a climate of ruthless complete, it is easy for the majority to get caught up in the “dog eat dog” tactics that are so effective in surviving in cutthroat competition. It is easy to rationalize the use of ugly tactics merely because everyone else does/ uses them. C tells himself that he is just giving B a taste of “his own medicine.” Once this far, people can even rationalize taking advantage of the “suckers,” the noncompetitive individuals. “If I don’t, my adversary will.” “Watching out for number one” becomes a guiding principle that can be used to rationalize a broad range of competitive tactics. But there is a price to pay: competitive self-interest usually leads to mistrust, hostility and isolation from others.

Break up the next paragraphs into small units. Marx wrote 5 line paragraphs. 

Marx and “Conflict Theory”

Students of Karl Marx often refer to their theory as “conflict theory,” a fact that is quite informative. The name “conflict theory” derives from the strong emphasis that Marxists place on the “inevitable conflict” that Marx saw between workers and capitalists. 

Marx believed that his studies indicated that conflict between workers and capitalists was inevitable. Capitalists were motivated to take advantage of workers, pushing them ever deeper into poverty and misery. Workers of the world would never be treated well unless they rose up against the capitalists and rested the control over production away from the capitalists. According to Marx, the workers had only one recourse: Revolution. In a harsh conflict game, the workers would need to take extreme actions to defeat their enemy. [discord antagonism strife friction battle hostility

By labeling their theory “conflict theory,” Marxists have a tendency to view all relationships between workers and capitalists as conflict games. This predisposes them to see conflict motives where there may be mixed-motive compromises. The polarized logic of conflict theory does not allow much room for the vocabulary of cooperation games or mixed-motive interactions. “Capitalists can do no good.” All class and business activities are automatically viewed at the left end of the continuum in Fig 6.3. 
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|_____________________________________________|

Fig 6.3. Marxists see all labor management relationships and class conflict as lying to the extreme left end of the continuum. 

Marxist analyses of class, race and gender tend to use the same types of conflict theories, seeing working classes and minorities in conflict with upper classes and dominant majorities, blaming the dominant classes for the misery in the lower classes and minorities. Conflict theory predicts that class and race conflict will eventually rise to the anger levels needed to promote “the revolution,” which some people still assume will certainly come--as Marx predicted it would. 

Conflict theory biases people to see the whole world in terms of conflict and conspiracy. Even a gesture of cooperation from business can thus be seen as a trick, trap or snare, designed to hurt labor. Using the vocabulary and logic of zero-sum games, conflict theorists bias people to see life as much more hostile than it actually is. This in turn can dispose them to respond with conflict strategies, when conciliation would have been possible. Union movements that have been influenced by Marxism tend to take very bellicose views on labor-management interactions. Thus, the left bias of conflict theory tends to shift their strategy to rely heavily on conflict strategies in hopes of hastening the eventual revolution that will bring down the evil enemy and bring victory to the oppressed. 

Clear that games are pushed to the LF? Many people have grown tired of hearing such strong left biased views about life/ free market societies, and hearing the harsh strategies of action that Marxists proscribe. discord antagonism strife friction battle hostility  

Whereas conflict theory’s narrow focus on zero-sum games can bias people’s world-view and strategy toward the left, game theory offers a more balanced theory that deals with conflict, cooperation and mixed motive situations. It covers the whole continuum of possibilities and offersR a less biased language that allows greater awareness of a broad range of socio-economic structures and ways to play out life. Game theory cannot guarantee that that there will be no bias, but the chances of bias are less when one can see the whole continuum. {conflict theory’s left bias makes it hard to see the balanced overview that game theory reveals.

There is much more to life than conflict. Game theory allows us to hope that life might be less conflict-filled that the Marxists assume. It gives us reason to search for ways to build labor-management cooperation by finding compromises that make both sides happy because both sides can seen the compromise as fair. 

Because capitalism is a positive sum game, we have reason to hope that there are win-win possibilities for both labor and management. Creative work, team cooperation can help a company be a growing pie--a success in the market--and the growing positive sum can make both labor and management happier and wealthier (venture capitalists? bankers? 

Today, on our limited planet, we need theories that help us see how people can attain the benefits of cooperation among nations, among companies, among governments, ... and alles. The benefits are decreasing distrust, decreasing surveillance and the bad emotions that it produces, and increasing ability to work together in flexible and creative manners. (a la California model. with ref to New Yorker) 

Capitalism Is Not a “Zero-Sum” Game

Many people mistakenly think that capitalism is like high stakes poker or competitive chess, a pure conflict game. If you think that Ford competes against GM, Honda and other auto manufacturers for a fixed number of auto buyers, the auto business certainly sounds like a fixed-sum game, hence pure conflict situation. People often sense a growing battle of international proportions shen they read about stiffly competitive markets--and the increasing competition among businesses as the market place becomes increasingly global. In addition, people who have been influenced by Marxist ideas are sensitized to see class conflict as the workers of the world are hurt by virtually anything that helps capitalism spread and prosper. Conflict theory has conditioned many people to have a knee jerk antagonism to any advance in the evolution of capitalism. 

As powerful as these combative images of capitalism may seem, competition and conflict are only one aspect of capitalism. Free markets involve both conflict and cooperative interactions, so it is unfair to characterize market economies as pure conflict. 

If we stand back and take the largest overview of capitalism and its role in society, we see that it is an incentive system that motivates people to serve the needs of others. It rewards people who learn how to bring the most desirable goods and services to consumers/ the populace. Modern capitalism has turned out to be a “horn-of-plenty” as it has harnessed human creativity for developing increasing numbers of products to serve growing numbers of people in an ever more diversified, pluralistic market (places). [Capitalism is a cornucopia that has been spilling out products of ever greater sophistication and quality at an accelerating rate!] Compared with a mere 50 years ago, citizens in modern capitalist societies have safer and healthier lives, with better homes, clothing, electronics, transportation, entertainment, vacations, education, and access to books filled with knowledge and wisdom.

Capitalism is a positive sum game that has been creating a “growing pie:” Every year it serves more and more (explanding #) consumers with ever better products. And both the quality and quantity of products have been rising at an ever accelerating rate. 

In so doing/ As a result, it has created jobs for many more workers than it did 50 years ago. {{R: Capitalism is a positive sum game in which all players can be winners, being better off today (having better and longer lives) than 50 years ago. Returning to the auto example, at any point in time the number of auto buyers may seem fixed, as in a fixed sum game; but the auto industry provides more people with cars today than it did 50 years ago. And the cars are better today, in many ways. Seeing the larger time frame shows us that capitalism is a positive sum game, not a fixed sum conflict game. It is creating a growing pie that has never grown this fast in the entire history of our species, and shows signs of accelerating in the future as the information revolution spreads the news and know-how for doing capitalism around the world, and fewer nations are tempted to follow Marxist or totalitarian directions into the future. 

Today, more nations than ever are realizing that they could have greater peace and prosperity if they learned how to contribute to the growing pie of the global market place. All nations that play the win-win game of trade and prosper can benefit. The more skillful and creative they become at adding to the positive sum, the more they benefit from the rewards others will give them. 

Countries often experience only limited benefits when they first join the global trading system, in part because they tend to enter with low simple products that do not command high profits and high wages. But as nations learn how to produce more sophisticated goods and services, they can sell more of these at home and abroad, allowing company profits and worker wages to rise. (Sounds naive ??) This is the incentive structure that motivates nations to become increasing creative at serving customers’ needs and succeeding in the win-win game of trade and prosper.

Strategy Can Alter Capitalism 
Although capitalism is a positive sum game that is lifting ever more people to longer lives of higher quality, day to day business activities can be played with different strategies. And this business strategy can alter the face of capitalism in positive or negative directions. 

Most business people are motivated to serve their customers in win-win relationships. They work hard to improve their products in hopes that consumers will reward them as the company that serves them best. This is win-win at its best. However, criminals and unethical people can take the positive sum game of business and (turn it sour? destroy it) by using conflict strategies. 
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Fig 6.4. People can do business with strategies all along the continuum from unethical to ethical by focusing especially on conflict or cooperation strategies. 

Not all people can see the beauty of positive sum games and win-win interactions. Some take the cynical view that workers are dumb and buyers are stupid: “There is a sucker born every minute,” said P.T. Barnum. Rapacious people cannot help but want to take advantage of the fool who left the cash register door open, while walking off to help a customer. 

Unethical capitalists love to win maximally for themselves, rather than enjoying win-win successes they can share with others. Their inability to see the win-win possibilities of capitalism allows them to twist what could have been a cooperation game into short sighted conflict games for maximizing their own self-interest. Conflict logic may lead unethical business people to sell defective products to unsuspecting customers and cheat creditors. People who run scams and Ponzi schemes may fleece gullible buyers for millions then flee town to start similar rackets in another state. (Offer bribes to get favorable government treatment/ subverting laws.) 

Unethical capitalists who cheat consumers may think they are smart, taking advantage of fools and naive young people. However, they are likely to arouse the distrust and anger of those they abuse, as is typical in conflict games. The unethical capitalist (business person) warps a positive sum game into a conflict game. Those who are cheated often turn to conflict strategies themselves, perhaps complaining to a local Chamber of Commerce, the police, lawyers, consumer advocate groups, or governmental agencies. Workers who feel that they have been abused by their employer are likely to sue, turn to a governmental agency for help, or organize a union. Environmentalists who discover that an unethical company is dumping toxic wastes or polluting local rivers can also take action against the company. 

Soon, unethical capitalists realize that they have created conflict games and that the people they hurt are organizing counterattacks on them. Irate victims may succeed in punishing unethical capitalists with costly lawsuits, governmental investigations and perhaps jail terms if convicted. Yes, some unethical actors will get away and run a new scam in some other state. Most people do not want to live their lives evading the law or the angry victims of their earlier frauds. 

for making their social and ecological environment both beautiful and healthful.

In contrast, ethical capitalists treat their workers well, make good products that serve their consumers well, and respect the wishes of the community in which they work. These capitalists are cooperating with the desires of their workers, consumers and community if their words and actions show their genuine commitment to creating a positive sum game for all involved parties. Ethical companies have created a positive sum game which helps them win the respect and cooperation of workers, consumers and their community, while avoiding costly lawsuits and police investigations.

As explained in Chapter 2, the costs of unethical actions and rewards of ethical capitalism create natural forces favoring the evolution of ever more ethical capitalism. Chapter 6 showed how social exchange has emerged via a natural evolution process driven by (the different reinforcement from happy/ angry consumers.. with needs met or not met. [It is a natural motivation.] Many companies have not moved all the way to the cooperation end of the continuum at the year 2000, but the natural forces that arise from dealing with workers, consumers and community members favor the shift in this direction. 

Capitalism Involves Conflict and Cooperation (a dup.....

Capitalism Needs Competition Among Companies (or this???

What is the best way to get a great Honda Accord at a reasonable price? Make sure that Honda has stiff competition from Toyota, GM, Ford and many other automobile manufacturers. When a company has little or no competition, it can rest on its laurels and raise its prices. In contrast, stiff competition keeps companies on their toes, constantly trying to improve their products and keep prices down (R or simplistic?). Competition that is somewhere near the pure conflict end of the continuum focuses business people on using their brains to do better than arch rivals. 

Competition also helps assure that companies have to keep their prices down, or lose business to competitors who are willing to  accept lower profits because they are hungrier for business. Thus, competitive markets help reduce the risks of having monopolies--where prices rise, while little creativity is invested in product improvement, giving consumers less for their money.

Luckily, the present phase of the evolution of capitalism is one in which increasing numbers of nations are joining the global market place, driving up the intensity of international competition. Neither Honda nor GM could become monopolies even if they wanted. Toyota, Nissan, Ford, Chrysler, Volkswagen, Volvo, BMW, Mercedes-Benz, and many other world-class competitors are determined to assure that neither Honda nor GM could ever monopolize the auto industry. 

Competition motivates companies to use conflict strategies with arch rivals. GM hides information from Ford and all other auto manufacturers. GM tries to protect itself from information piracy and industrial sabotage from other companies. It mounts law suits against companies that steal intellectual property or use unethical and illegal strategies against it. The people at the front lines of these activities may well see capitalism as a “dog-eat-dog” system needing continuous battle-room strategizing to fend off ruthless foes/ enemies/ opponents/ and unscrupulous adversaries. 

But the competition so visible among companies should not distract us from seeing the importance of cooperation within a company. Smart business leaders realize how much they need to build their company into a strong cooperative team that can succeed in completing with Team Honda, Team Volvo, and Team Toyota. The most competitive companies work to develop strong cooperate relationships with their employees, their suppliers and the consumers who give them feedback for improving their product. 

Americans are often described as “rugged individualists” who are concerned with self-advancement more than working with others. Some writers look to Japan’s or Germany’s communitarian ways and wonder if individualistic American can ever learn to cooperate. (First J and Gr have problems.) Writers who bemoan our lack of communitarian ethics often fail to see how well Americans do cooperate when they need to. A sports analogy may be useful, and many Americans naturally think this way. When your team is confronted by a strong opponent, what do you do? One of your best strategies is to build as strong a cooperative ethic and smooth team working as you can within your team. Our pioneer ancestors learned the value of cooperation for barn raisings, self-defense [when circling the wagons] against attack. The current success of California’s model information and entertainment businesses bring creative people together to do/ produce a movie or computer produce . Strangers/ People form flexible teams, pool and coordinate their creative ideas, information al all their network sources and business contacts to churn out/ produce world class, innovative work (Cassidy, 1998). And other industries and nations marvel at how well American workers do at flexible, team-based creativity. 

We are good at social capital, but it is less obvious than self-mot such as greed, personal desires to be winners (on winning teams). And critics convince some we are individualists rather than team players. J envies our creative high fliers. Gr wonders how it can reduce labor costs. (more?............. 

In business, there are both in house teams and the extended team which is the whole  interlinkage among your workers, consumers, consultants, suppliers and the concerned citizens. the in house team is more conspicuous and easily coached and observed for performance checks. But the extended teams deserves attention too. The more a company earns the respect of all team members, the more likely they are to cooperate with the business and help it build more cooperate linkages in the whole team system. This in turn builds trust, cooperation, good communication flow and dedication to keeping the ship of business afloat in the strong seas of high competition, minimizing law suits and avoiding hassles from governmental investigators/ regulations.

Capitalism Involves Conflict and Cooperation

[This: Business involves all types of games--cooperation, conflict and mixed-motive. Hence, business people need to know when to use the various strategies and behaviors associated with each type of game. Game theory also details the strategies needed for dealing with arch rivals, and shows the subtitles of doing mixed motive games--between the extremes of pure conflict and pure cooperation--useful in softening relationships with arch rivals, difficult customers and hostile employees.

The strategies of conflict are most likely to be appropriate when dealing with arch rivals when the name of the game is “Compete like hell or die.” Cooperative approaches are most useful when a company deals with workers, consumers, consultants and the larger community (of concerned citizens). [Those who agree that capitalism is based on conflict/competition create a picture does not serve ethical capitalism as well as a balanced focus on the whole continuum of games.

Studies of game theory suggest that it is wise to know all the strategies, and know when to use each different one. 

Part of the art of success in business is knowing when to back away from excessive conflict strategies and be cooperative with competitors, consumers, workers and all relevant citizens. But there are times whenever rivals can benefit from cooperative research, public relationships, lobbying against excessive governmental regulations.

In fact, cooperative relationships are often beneficial and well worth trying to build, whenever suitable. The message for ethical capitalism is it may be wise to explore many types of cooperation strategies for dealing with both customers and employees. Game theory shows the value of knowing both the strategies of cooperation and conflict.

Historical Trends

So how does game theory fit into the larger historical trends examined in prior chapters? It allows us to see that (shy?) people are learning how to be nicer and more cooperative with others. The era of tyrants, dictators, emperors and pharaohs is passing quickly. Most capitalist nations are trying to avoid wars and harsh or unethical conflict. Pain leads to a shift away from the conflict end of the continuum of social relationships. 

History also reveals a shift away from negative control to positive control, to positive sum games, and these are best attained via/ through trade and prosper, positive sum games. Win-win. 

I do not expect to see business or managers reach pure cooperation in the nest couple of decades. There is too far to go and social change takes a long time. But the U.S. is ahead of other nations and can benefit by explaining / exploring increasing cooperation wherever possible. Let’s be creative and try it. 

We need cooperate at all levels: micro -> less divorce and family hostility. Meso. Macro. We need cooperate for the ecology. Increasing global capitalism. Global village. Trade and prosper. 

Cooperation has many benefits. “Harmony” in Zen philos, with workers, consumers, environment, “People winning together.” Twenty-first century needs increasing global cooperation for ecology, AIDS, development, decreasing poverty, decreasing divorce. It is easy to fight, show anger, hate. People have done for centuries. We now in the twenty-first century need to study cooperation . 

Conflict Games in Business 

In the world of business, there are many conflict and competitive motivations with competitors. It is easy to assume that business is 100% competitive, much as competitive sports seem to be. 

But it is critical (crucial) to not that not all aspects of business are based on competition. Cooperation is essential with the people in your own team (management and workers), as you compete for consumer loyalty. But cooperation with consumers helps increase consumer loyalty. 

These examples make it easy to see free market competition as 100% at the left /conflict end of Figure 6.1. DUPED sent

Competition between business rivals can easily lead to industrial spying and theft of intellectual property--costing billions of dollars each year. “It is a dog eat dog world>“ Competition can be fierce and nasty tactics may be needed. Luckily, the rule of law allows some conflict to be settled in court or through alternative dispute resolution. Even nations are using their CIA’s /central intelligence agencies to steal business information from other nations (France). These examples make it easy to see free market competition as 100% at the left /conflict end of Figure 6.1. 

But things are not 100% B&W. Cooperation with competitors is sometimes advantageous. If you are a small group faced with a large external competition in another nations (or even your own nation). Even large corporations sometimes see the value of forming a consortium for R&D in the precompetitive phase of developing new technologies. Detroit and government example here. 

Explain that there is not 100% put competition in most real-life games. Even in poker, people cooperate to keep the game going. Even major competitors may benefit from knowing that their competitor does not play dirty. Being known as very ethical in competition may reduce the tension between two companies, reduce scrutiny, and allow a “gentlemanly??” relationship. 

Cooperation Games in Business

There are many arenas in the business world where cooperate is far more important than conflict/competition. A smart company sees the need to cooperate with all workers and potential customers to produce the best possible product for competing with other companies in the market place. If competition with other companies is the bottom line, then cooperate with ones customer/ consumers and workers are the lines above the bottom line that determine the bottom line. 

[Positive sum => growing pie. Win-win -> (+) bonds, loyalty, positive feelings, honesty, coop. Zero sum -> selfishness. 

To do cooperation at its best, people must first see the need to avoid using conflict strategies. This can be hard for people who have strong habits of beligerance, dominance, and ..... People who have been raised in aggressive homes may have learned deep habits of ....  It feels good to get angry if that is ones habit. It feel natural, hence passes the test of being right if feeling natural proves something is right. 

To build real trust with real behavior, always being a person of your words. Do not promise any action that you are not completely committed to. There is much value in doing this: social capital, warm feelings and bonds of affection that are more powerful than the rule of law. True solidarity (that banishes anomie and alienation). Fun, games, security. Therefore learn game theory, and the various points made in 168E lectures. 

Jennifer McInturf => good managers can earn respect from workers and customers by wanting to hear their problems, by active listening, wise listening, and helping them. The worst managers are aversive tyrants with ideosyncharatic goals that you could never guess or please. So you always hear criticisms: “You did not do this the way I would have!” The best managers work with you to find your style, then show a strong desire to cooperate and help--filling in deficiencies and reducing excesses similar to behavior modification. Self-actualization for business success, helping the business and the worker. This is the next step in developing human capital and social capital. The United States is closer to doing capitsm like this than most other nations. This is the future trend. Far better than LM conflict and deadlocks. 

Cooperate games involve being predictable when others depend on that: But is involves being creativity when needed. Being flexible: sincere at times, funny at times. Highly discriminated to the needs of the game and communicating openly and honestly with others (similar to Erica’s OBGYN). 

LAT, dec 2 97 p B7 +. “Our workers, present and future, will need to be multidimensional, flexible and intellectually supple. These days, economic value is a product not just of labor and capital but, increasingly, of knowledge.”  and social capital for cooperation. 


Mixed Motive Games in Business 

any examples of that??

Pit-Falls
People tend to notice “hot spots” and conflict at all levels of social life--be it macro, meso, or micro. Aggression, conflict, guns, armies, bombs and death tent to catch our attention. The media tend to accelerate this. Some people are overly aware of the negatives. Social learning theory shows that pain can have a longer impact than rewards, because people tend to avoid sources of pain, and avoidance retards extinction. Give a nice example. 

People tend not to notice “cool spots” where people cooperate nicely and make cool music and friendly social bonds. Game theory gives us insights into both conflict and cooperate and helps us see how to cooperate more easily . 

“Power makes stupid,” because it reduces CoCo /counterconditioning. Somewhat like oil makes dumb.

Avoid complacency (as my USA competitiveness talk says. (For chapter 8?)

Suckers

Should a company succumb to strategies of dishonesty? A fatal conceit that the leader is smart and the buyer is dumb. [[An early draft had a par saying that PT Barnum claimed that a sucker was born every minute. This cynical view may have been true at his time and is partially true today; but it is not the wave of the future. 

If my analysis of social evolution is correct, we can expect businesses to have to compete for the consumer’s dollar for all the foreseeable future, as long as there are free markets and monopolies are minimized. If only half of consumers are intelligent enough to be able to discriminate between ethical capitalism and unethical capitalism, there will still be a strong incentive for many companies to do the ethical thing in designing and delivering their goods and services. P.T. Barnum might even concede that even some of the suckers would follow the savvy consumers’ lead, just because they knew they were easily suckered and needed to follow the astute leaders [shaper consumers] in order to make intelligent decisions. 

Closing our eyes to this fact is not wise: P.T. Barnum may have correctly identified something about the essence of the consumer of circuses; but we must take a less cynical view of the larger market place if we do not want to make fools of ourselves. And most consumers are not happy campers when they get screwed by shoddy products and poor service. [Ignorance is not bliss.] There is a continuum of market sectors dealing with least critical to most critical consumers. Electronics and computer buyers are very critical and this has hastened the evolution of these products faster than nails or dry wall. ??

Making the world a more positive place

See end of 168E notes for the positive endings possible here. SELF-ACTUALIZATION? 

History shows increases in cooperation games, with decreasing ways and increasing international business deals. 

[Dup of p 13}} If Chapter 4 is correct, many modern people  can see that the more prosperous societies on our planet are moving away from the conflict games of war and tyranny, as they increasingly benefit from democratic and business relationships that rely more on cooperation than violence and coercion. [John, be sure these implications elaborated upon at the END /conclusions of the chapter.) 

Whereas conflict games can produce ugly emotions, anger and hostility, cooperation tends to produce strong bonds of genuine trust and liking. Tyrants and emperors were willing to use force, wars and vicious conflict strategies to amass power, even though it generated anger and hostility against them (from their enemies). Today, as society is shifting away from might makes right to trade and prosper, people can spend increasing portions of their lives in cooperative relationships, and experience the friendly kinds of social relationships engendered by cooperation rather than the anger and hostility of that arise from conflict. 

History shows a shift from war and conflict to trade and reaping the mutual benefits of successful exchanges. These cooperative behavior helps create behavioral abundance, more trust and shared “good feelings.” Full cooperation assures plenty for all (win-win). No one needs to be deceptive, dishonest or ugly. In fact, abundant rewards often motivate cooperation because people can often create greater levels of abundance by working together than they can alone. 

In business, trust is a very special and sometimes scarce form of social capital. Many people are unclear about the origins of trust. Fukuyama’s book titled “Trust” shows the value of trust in that / because it helps “people to work together for common purposes in groups and organizations.” If our society wishes to develop ever more ethical capitalism, it is wise to see the importance of developing trust as a source of social capital. 

It is social capital because it lies in the web of relationships among individuals; whereas personal capital lies inside the brain and body of each separate individual. Social capital is the opposite of social barriers. It facilitates social relationships, communication, business deals, forming new associations and cooperating with others. (I’d call it “generalized trust”). One advantage of trust is that it lowers social barriers and reduces the psychological costs of social interactions. 

(Move parts of the prior paragraph and next 4 paragraphs to the chapter end.) 

Trust is invaluable in many social relationships and businesses. It is a form of “social capital” that is difficult to purchase with money, though it can be created by a history of cooperation behavior/ actions. 

Many people do not realize that there are at least two quite different ways to gain a “sense of trust” for another person. First, a con artist can give us the illusion of trust by using the words, tone of voice and interaction style that we have come to associate with trusted people in the past. Those behavioral details vary a great deal from person to person, and that is why a good con has to be an artist. One person may be conned by a gentle voice, slow placed social exchange, and the touch of a warm hand. Another may respond to a big spender with slap-dash manners. But once conned, we realize that our trust in the trickster was falsely placed. 

So what is the origin of genuine trust? True trust comes from a history of honest interactions. It arises when two people exchange words that prove to be honest because the words are followed by the actions that the words promised. If “K” promises never to heat or lie, and then lives up to those words, others will come to realize that “K” is a person of his or her words. The proof of honesty. Also, words that reveal a person’s commitment to playing win-win games lead to trust if people do it. 

For cooperation to be bilateral, both must do it. As they do it repeatedly, without ever cheating the other, they gradually learn to feel ever more genuine trust: Fear of being abused subsides/ extinguishes. Trust has to be earned, and every year that Honda or Toyota or Ford or GM proves to customers that it tries harder, the more that it builds trust among the consumers. 

Drop the ball of twine/ yarn and there is a rapid unrolling of the ball. Similar to major mistake with trust, much can be lost quickly and it takes a long time to get back to the place where the error was made. (Rebuilding trust, social capital.) 

[Some think that religion is the root of trust; and two people from the same religious background may find comfort in knowing that they share similar values. But increasing multicultural mixes in our society and the international WES are leading people to see and respect a pluralistic approach to religious values. Religion may be a starting point that links two people of similar religion, but the real test of trust is people showing through their actions that they are committed to win-win values: honesty, cooperation and full disclosure of information.  (even if it is attained in small steps as each comes to earn the trust of the other. 

Vicious cycles lead to hate, sabotage and bad feels. Virtuous cycles make things move to higher levels of trust, honesty, win-win, cooperate and good vibs. It is time that we left the aversive and negative control behind and shifted from vicious cycles that drag us down to virtuous cycles that keep lifting ethical capitalism to higher and higher levels of cooperation, trust, and ............ 

The United States can lead the world to increasing cooperate, self-actualization of human capital and social capital. Benefits us and all the other nations that imitate our strategies

GUF => SS is the “unknown reward” in life. It is cheap if people know how to behavior in a socially positive manner with others. Give people increasing sensory stimulation when they need that (with a house comedian, savant, philosopher), and reduce their sensory stimulation (via calm, caring wise people with good counseling skills). 

Help people in self-actualization, learning increasing skills, and cooperate. Better their social relationships both at work and in the rest of their home lives. 

A nation’s success is dependent on many things: [well working] rule of law, contracts?, economic rationality; R&D, modern technology, material resources, ............. and ............ and ................... Let us not forget the value of trust and feelings of obligation to cooperate with others. Cooperative social relationships lead to trust; and trust facilitates subsequent entry into cooperate social behavior. [Trust was a bond of society before the evolution of law.] 

Break up the next paragraphs into small units. Marx wrote 5 line paragraphs. 

Some people-- often those who love communitas and communitarian life styles--criticize the USA [ United States ] as being a radically individualistic society, in which people are not oriented to or good at trust and team relations. This is a con from the Left. It is not true. In many sectors of American society we see people interaction based on a long history of trust. [[F traces USA trust to its intermediate institutions: [p 35] American’s “complex welter of intermediate institutions, including businesses, voluntary associations. educational institutions, clubs, unions, media, charities, and churches” and the family help instill trust. Tocqueville called it the “art of association.” [Sadly, F thinks these intermediate institutions may be in decline.]    

[[jdb => GAME THEORY helps us see what behaviors and social structures help build trust. It is a different window, different perspective than Fukuyama.]] 

[Social capital = social ties, trust; and it may boost productivity and incomes. See BW, Dec 15 1997, p 153 (which I have saved). 

Other topics?

Social Capital

Cooperation is part of making social capital. Cassidy, (1998 = The New Yorker, Feb 23 and Mar 2, 1998) has a nice article called “The Comeback,” about California showing that we have 2 areas of decentralized creativity (Silicon Valley and LA film industry). Lots of people with similar interests work in proxemity. Companies train workers who move around from company to company, allowing recombinations of creative heads. California has a distincitive business culture, called a “network-based industrial system.” Highly skilled people recombine repeatedly in different projects leading to creativity, flexibility and adaptiveness. Note the importance of geographic proximity. Most states do not have one such area, and California has two. Lincoln-Mercuty decided to move to Irvine to capture some of the California attitude to make its cars better. Then there is Orange counry, which went bankrupt and now has a very very low unemployment rate, and ranks 1st in the nation for “best place to live.” Capitalism has brought prosperity, when government has proven weak and inept. California has a willingness to jettison assumptions and try different things. It is a great economy asset. California is open to new ideas, new investments, new people. It is a model economy for the rest of the world to imitate. (Cassidy, (1998 = The New Yorker, Feb 23 and Mar 2, 1998) has a nice article called “The Comeback,”

Short versus Long Term Strategy: 
Many managers switch from fad to fad in management; but this is inconsistent with long term plans, and can demoralize some workers. June 23 BW 1997, pp 47:

There is now a new business fad called “Competitive Gaming.” But read the lit on “Competitive Gaming,” which uses game theory to play out the impact of different strategies. We should look it up on the WEB to see if it is useful, worth referencing, crazy, worth criticizing. 

Suggested Readings

Cassidy, (1998 = The New Yorker, Feb 23 and Mar 2, 1998) has a nice article called “The Comeback,” 

Fukuyama’s book Trust. (Get full ref). t
Frank (1988) in the LITERATURE. 

Brittan (1995) in the LITERATURE. 

Nelson, Jack (1998). “Spies Took $300-Billion Toll on U.S. Firms in ‘97.” Los Angeles Times, January 12, 1998, pages A1 and A 18. 

Schelling, T.C. (1960). The Strategy of Conflict. 

Schelling, T.C. (1978). Micromotives and Macrobehavior. 

XXX’s (199y) book titled The Rules
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