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Brahma and the origins of caste

| Brahmins
‘ priests & teachers

Kshatriyas
warriors & rulers

Vaishyas
farmers, traders &
merchants

Shudras
labourers

Dalits (outcastes)
Street sweepers,
latrine cleaners
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Insurance Game 111

Players
Smith and two insurance companies.

The Order of Play

(0) Nature chooses Smith to be either Safe, with probability 0.6, or Unsafe, with prob-
ability 0.4. Smith knows his type, but the insurance companies do not.

(1) Each insurance company offers its own contract (z,y) under which Smith pays pre-
mium z unconditionally and receives compensation y if there is a theft.

(2) Smith picks a contract.

(3) Nature chooses whether there is a theft, using probability 0.5 if Smith is Safe and
0.75 if he is Unsa fe.

17
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Payofis.
Smith’s payoff depends on his type and the contract (z,%) that he accepts. Let U’ > 0 and
U" <.

Tsmith(Safe) =0.5U(12 — z) + 0.5U(0 + y — x).

Teman(Unsafe) =0.25U(12—z)+0.75(0 +y — x).

The companies’ payoffs depend on what types of customers accept their contracts, as
shown in Table 1.
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Table 1:Insurance Game III: Payofils

Company payoff Types of customers
0 no customers

0.5z + 0.5(xz — y) just Safe

0.25z 4+ 0.75(x — y) just Unsafe

0.6]0.5z 4+ 0.5(z — y)| + 0.4{0.252 + 0.75(x —y)| Unsafe and Safe
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Figure 5: Insurance Game III:
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Figure 6: A Separating Equilibrium for Insurance Game III
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