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based on quasi-feudal processes that were easy to observe and therefore easy to tax. In the 
terminology of our EVL Game, the relevant elites in France did not possess credible exit 
threats, E < 0. The French Crown, though, was as dependent on its economic elites as the 
English Crown. In Figure 6.9, we solve the EVL Game for the situation in which the Crown 
is dependent and the Parliamentarians do not have a credible exit option. The subgame per-
fect equilibrium is (Invest, Invest; Reject limits), and the observed outcome is an unlimited 
government with a growing economy. In effect, the Crown will reject any demands to limit 
its predatory behavior in this situation. This is because it knows that, although it is depen-
dent on the Parliamentarians for money, the Parliamentarians will continue to invest and pay 
their taxes even in a predatory environment due to the fact that they do not have a credible 
exit option. Knowing that the Crown will ignore their petitions, the Parliamentarians simply 
continue to invest and pay their taxes at the beginning of the game. This scenario helps to 
explain why the French Crown remained absolutist at a time when the English monarchy 
was accepting limits on its predatory behavior. For example, the Estates General, the chief 

Solving the EVL Game When the Parliamentarians Do 
Not Have a Credible Exit Threat, E < 0, and the Crown 
Is Dependent, L > 1

Figure  6.9

Note: E = Parliamentarians’ exit payoff; 1 = value of benefit taken from the Parliamentarians by the Crown;  
L = Crown’s value from having loyal Parliamentarians who do not exit; c = cost of using voice for the Parliamentarians. 
It is assumed that c > 0; E < 1 – c; E < 0; and L > 1.
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The subgame perfect equilibrium is (Invest, Invest; Reject limits).
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