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 structured in such a way that “steal” would no longer be a dominant strategy for individuals 
in society. How does this happen?

Figure 4.7 illustrates the exact same stylized interaction between two people, A and B, as 
we saw in the state of nature, except that now there is a “passive player”—the state—lurking 
in the background who has sufficient physical force to punish those people if they choose to 
steal rather than refrain. We refer to this as the Civil Society Game because social contract 
theorists use the term civil society to describe the situation in which individuals live with a 
state. Again, each player must decide whether to steal or refrain. The state will dole out a 
punishment of value p to anyone who steals. We assume, for simplicity, that the state can see 
every infraction by the players and always doles out this punishment in response. The four 
possible outcomes are the same as before: both players refrain, both players steal, player A 
steals but player B refrains, and player A refrains but player B steals. To keep the discussion 
that follows as simple as possible, we will now treat the 
payoffs in the Civil Society Game as though they were 
cardinal payoffs. Unlike ordinal payoffs, cardinal pay-
offs tell us exactly how much more a player values one 
outcome compared with another. In other words, a player values an outcome with a payoff 
of 4 four times as much as an outcome with a payoff of 1. Now that we have determined the 
payoff table for the Civil Society Game, we can examine whether the creation of a state that 
can dole out punishments is sufficient to induce good behavior on the part of the individuals 
in question. As is often the case in this book, the answer is “it depends.”

We can see exactly what it depends on by solving the Civil Society Game for Nash equilibria 
in the same way that we solved the State of Nature Game earlier. Recall that we start by identify-
ing the best replies for player A. What is player A’s best reply if player B refrains? We are now 
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Note: p = the value of the punishment doled out by the state to anyone who steals.

B

Refrain Steal

A

Refrain 3, 3 1, 4 – p

Steal 4 – p, 1 2 – p, 2 – p

Cardinal payoffs allow us to know how much more 
the players prefer one outcome to another.


