Table 1

Payoffs of BarBQer and neighbor

Smoke produced

0 1 2 3
from barbecue
BarBQer’s
total payoffs $0 $30 $50 $60
Neighbor’s
total payoffs $35 $30 $20 $0
BarBQer + Neighbor’s
$35 $60 $70 $60

payoffs




Figure 1

Compensation Agreement

Type 1

Compensation Agreement

I, BarBQer , hereby claim
that [ will pay $ to my neighbor

for providing the smoke
level of

Type 2

Compensation Agreement

I, Neighbor , hereby claim
that [ will pay $ to the BarBQer

for reducing the smoke
level to

Type 1

Compensation Agreement

I, BarBQer , hereby claim

that [ will pay $ to my neighbor

for providing the smoke

level of

Type 2

Compensation Agreement

I, Neighbor , hereby claim
that [ will pay $ to the BarBQer

for reducing the smoke
level to
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