
Social Preferences Seminar  

Question 1  

In a 2-player game, let us define a player as “kind” if he or she chooses to sacrifice his or her own payoffs in order 

to increase the other player’s payoffs (given the beliefs about the other’s actions). Let us define a player as “spiteful” 

if he or she chooses from a set of alternatives an option that hurts the other’s payoffs although it does not increase 

his or her own payoffs and may even decrease them (again, given the beliefs about the other’s actions). We will 

overlook the option of a neutral player in this problem.  

In a fairness equilibrium, every player reciprocates. That is, both players either act spitefully or kindly, and their 

beliefs about the other players’ actions are correct. Find the set of fairness equilibria in the following game and 

state for each one whether it is a Nash equilibrium.  
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Solutions to Question 1:  

Fairness equilibrium in the game:  

a) (U,L) – both players are kind • Given than player 2 plays L, Player 1 is nice because she doesn’t 

deviate to D  

• Given that player 1 plays U, Player 2 is nice because she doesn’t 

deviate to R  

 (D,R) – both players are spiteful • Given than player 2 plays R, Player 1 is spiteful because she can 
deviate to U and raise both players’ payoffs  

• Given that player 1 plays D, Player 2 is spiteful because she can 

deviate to L and raise both players’ payoffs  

b) (U,L) – NOT a Nash equilibrium • Given than player 2 plays L, Player 1 has incentive to deviate to D 

• Given that player 1 plays U, Player 2 has incentive to deviate to R 

 (D,R) – NOT a Nash equilibrium • Given than player 2 plays R, Player 1 has incentive to deviate to U 

• Given that player 1 plays D, Player 2 has incentive to deviate to L 

 

Other combinations of actions do not constitute fairness equilibria (when we ignore neutral reciprocity).  

• (U,R) – Both players are neither kind nor spiteful  

• (D,L) – Both players are neither kind nor spiteful  



  

Question 2a  

Consider the following experimental games from Charness and Rabin, 2002.  Several players are pairing up and 

playing a series of games. The two players assume the roles of either A or B.  

  

Game 1  

B has to choose between either (400, 400) – where the former is A’s payoff and the latter is B’s – and (750, 375).  

Game 2  

A has to choose between (550, 550) or let B decide between (400, 400) or (750, 375)  

 

The results of the 2 games are (columns 2 and 3 are the percentages of ‘B’s who chose that option):  

  Player B’s action 

(400, 400) (750, 375) 

Game 1 
B chooses (400,400) vs. (750,375)  

52% 48% 

Game 2 
A chooses (550,550) vs. lets B  
choose (400,400) or (750,375)  

93% 7% 

  

Explain the results.   



 

   (400, 400) (750, 375) 

Game 1 
B chooses (400,400) vs. (750,375)  

52% 48% 

Game 2 
A chooses (550,550) vs. lets B  
choose (400,400) or (750,375)  

93% 7% 

 

Solution  

In Game 1, a large percentage of B’s are willing to sacrifice and receive 25 less, to maximize social welfare or joint 

payoffs.  

In Game 2 on the on the other hand the percentage of B’s choosing to maximize social welfare has significantly 

reduced, due to selfish* behaviour on A’s part. This is evidence of concern withdrawal.  

  



Question 2b) How would you modify Game 2 if you were trying to compare the results with Game 1 and test for 

positive reciprocity?  
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Solution: 

Modify Game 2 to:  

A chooses (x,y) or lets B choose (400,400) vs. (750,375) where x≥750 and y≤375.   

Letting B choose would mean selflessness and sacrifice on A’s part. We can test if B reciprocates this by choosing 

(750, 375) more often compared to that in Game 1.  


