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her, at which point the citizen would have decided to remain loyal. The observed outcome 
of this game is that the citizen remains loyal from the beginning and the government gets to 
keep the benefit. The payoffs associated with this outcome are 0 for the citizen and 1 + L for 
the government, that is, (0, 1 + L).

EVALUATING THE EXIT, VOICE, AND LOYALTY GAME
What can we learn from these various scenarios in the EVL Game about the balance of 
power between citizens and the government? A summary of the subgame perfect equilibria 
with their expected outcomes is shown in Table 3.3. Several important conclusions about the 
power relationship between citizens and governments can be learned from this game. The 
first is that the government will be willing to respond positively to the citizen only when two 
conditions are met—the citizen must have a credible exit threat, E > 0, and the government 
must be dependent on the citizen, L > 1. You might have thought that a citizen would have 
a significant advantage over the government whenever she has a credible exit threat. This is 
clearly not the case, however. The government must also be dependent for the citizen with a 
credible exit threat to be able to influence it. A citizen with a credible exit threat does have 
an advantage in relation to one without such a threat, because the citizen with a credible exit 
threat has the realistic option of exiting, whereas the other citizen does not. Our point here, 
though, is that having a credible exit option itself is not sufficient for the citizen to be able to 
influence the government. Put differently, an autonomous government will never respond 
positively even if the citizen has a credible exit threat.

Think about what this means for your life more generally. If you want to be able to influ-
ence others (say, for example, you want your employer to give you a pay raise), then you 
should try to make sure that you have a credible exit threat (there are other jobs you could 
do or other firms that would hire you) and that the person you are interacting with depends 
on you in some way (perhaps you are the only one who knows how the firm’s accounts work). 

Summary of Subgame Perfect Equilibria and OutcomesTable  3.3

The Government

The citizen
Is Autonomous

(L < 1)
Is Dependent

(L > 1)

Has a Credible Exit Threat
(E > 0)

(Exit, Exit; Ignore)
Outcome 1

(Voice, Exit; Respond)
Outcome 3

Has no Credible Exit Threat
(E < 0)

(Loyalty, Loyalty; Ignore)
Outcome 2

(Loyalty, Loyalty; Ignore)
Outcome 2


