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c.	Does either the United States or the European Union have a dominant strategy? If so, 
what is it?

Now let’s look at deterrence policies. Imagine that the United States and the European Union 
must decide whether to deter a terrorist attack or do nothing. Terrorists will attack the weaker 
of the two targets. For illustrative purposes, let’s suppose that deterrence is associated with a 
cost of 4 for both the deterring country and the other country. The deterrer’s costs arise from 
the actual deterrence action that it takes, whereas the nondeterrer’s costs arise from now being 
the terrorists’ target of choice. Each deterrence action provides a private benefit worth 6 (prior 
to costs being deducted) to the deterring country because it is now safer. Recall that deterrence 
increases the safety only of the deterring country. Consider an outcome in which only the United 
States deters. In this situation, the United States will get 2, that is, 6 – 4, and the European 
Union will get –4. Net benefits are 0 if the United States and the European Union do nothing, 
whereas each receives a net payoff of –2, that is, 6 – (2 × 4), from mutual deterrence, because 
costs of 8 are deducted from private gains of 6. The payoff table for this Counterterrorism 
Deterrence Game is shown in Figure 4.20.

d.	Use the numbers in each cell of the payoff table in Figure 4.20 to write out the 
preference ordering for the United States and the European Union over the four possible 
outcomes.

e.	Solve the game in Figure 4.20 for all Nash equilibria.

f.	 Does either the United States or the European Union have a dominant strategy? If so, 
what is it?

Counterterrorism Deterrence GameFigure  4.20

Note: The United States’ (the row player’s) payoffs are shown first in each cell; the European Union’s (the column 
player’s) payoffs are shown second. A comma separates the payoffs for the players in each cell.

European Union

Do Nothing Deter

United States

Do Nothing 0, 0 –4, 2

Deter 2, –4 –2, –2


