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observe. As seen later in the chapter, power is often most effective when it is least observable. 
One of the benefits of game theory is that it forces the analyst to consider the influence of 
anticipated events. These anticipated events can have a tremendous impact on people’s 
behavior even though they might never actually occur; they never occur precisely because 
people anticipate them and change their behavior to avoid them.

The SPE of the EVL Game shown in Figure 3.5 indicates that the citizen’s use of voice will 
be successful. However, this particular equilibrium rests on the assumptions that the citizen 
has a credible exit threat, E > 0, and that the government is dependent, L > 1. What happens 
if we change these assumptions? What happens, for example, if we retain the assumption that 
the government is dependent, L > 1, but now assume that the citizen does not have a credible 
exit threat, E < 0? In other words, let’s assume that, as unhappy as the citizen may be with the 
government’s behavior in the prehistory of the game, remaining loyal is preferred to exiting. 
The solution to this game is shown in Figure 3.6.

Solving the Exit, Voice, and Loyalty Game When the 
Citizen Does Not Have a Credible Exit Threat (E < 0) and 
the Government Is Dependent (L > 1)

Figure  3.6

Note: E = citizen’s exit payoff; 1 = value of benefit taken from the citizen by the government; L = government’s 
value from having a loyal citizen who does not exit; c = cost of using voice. It is assumed that c, L > 0; E < 1 – c;  
E < 0; L > 1.

The subgame perfect equilibrium is (Loyalty, Loyalty; Ignore)
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