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Abstract

This paper proposes a conception of mutual advantage as a
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1. Introduction

The text for this paper is taken from the finalggaaph of Antonio Genovesilsectures on
Commerce, or on Civil Economy (2005 [1765-67]) . These lectures were delivetatia
University of Naples, where Genovesi was the warfdst professor of economics. Having
taught his students how a commercial society wdrks;oncludes:

Here the idea of the present work. [We shouldystindl economy] to go along

with the law of the moderator of the world, whiadnomands us to do our best to
be useful to one another. (p. 890; translatioByni and Sugden)

The key idea here, and a recurring theme througiheutectures, is that in a well-ordered
commercial society the motivation for economic tielaships ismutual assistance, or being
useful to one another. By viewing economic relationships as reciproGe#novesi assimilates

them to other relationships of civil society.

This way of seeing markets is different from time ¢hat most economists have taken.
The usual view is encapsulated in one of the nayabiis passages in Adam SmittWealth
of Nations:

It is not from the benevolence of the butcher,ldteawer, or the baker, that we

expect our dinner, but from their regard to theinanterest. We address

ourselves, not to their humanity but to their $elfe, and never talk to them of our

own necessities but of their advantages. Nobodwlmeggar chooses to depend
chiefly upon the benevolence of his fellow-citizer{&976 [1776], pp. 26-27)

On Smith’s account, when individuals engage in reaniansactions, they are motivated by
self-love, although subject to the constraintaustice. There is an explicit contrast between
self-love on the one side and ‘benevolence’ andndwity’ on the other. The same contrast
appears in an even more famous passage from treetszwk:

By ... directing that industry in such a mannemasy be of the greatest value, [the

merchant] intends only his own gain, and he idig, tas in many other cases, led

by an invisible hand to promote an end which wagart of his intention. Nor is

it always the worse for society that is was no péit. | have never known much

good done by those who affected to trade for theigkigood. (1976 [1776], p.
456)

The socially useful merchant, we are told, is matd by ‘his own gain’; this is contrasted
favourably with the ironic picture of the benevdlemerchant who intends ‘the publick good'.
Of course, Smith does not deny the reality of betence; hisTheory of Moral Sentiments
(1976 [1759]) offers a psychological and sociolafjexplanation of both justice and

benevolence. Nevertheless, the market is underste@ system of ‘natural liberty’ in which



individuals act on self-love. Taken as a whole,workings of that system tend to produce
socially beneficial outcomes; and the explanatibhaow this comes about involves the
assumption that economic agents pursue their oteneists. Further, as the remark about the
beggar encourages us to think, transactions whiphess self-interest on both sides are
compatible with individual independence and digmitya way that transactions of

benevolence may not be.

The main features of Smith’s account of marketivation are now part of the
conventional wisdom of economics (perhaps withribeclassical proviso that economic
agents are assumed only to be ‘non-tuistic’ —ihatot to take any interest in the welfare of
those people with whom they trade). Against tlaiskground, Genovesi’s text stands out as
suggesting a different understanding of econonmatiomships, as motivated neither by self-
interest nor benevolence, but by joint intentiamsnhutual advantage.

In a recent paper, Luigino Bruni and | have présga sketch of what it might mean
to view market relationships in this way (Bruni @agden, 2008). In this paper, | offer
some further thoughts — still regrettably provisiba about how this sketch might be
developed into a more formal theory. | shall ssggieat this account of mutual advantage
can be integrated with two other lines of thoughtadich | have been working for many
years — the idea that individuals can reason a®$s and the idea that norms of cooperation

can emerge and reproduce themselves spontaneously.

Intuitively, team reasoning seems a promising wfagpresenting a motivation
directed at mutual advantage, since team reasaseifjis neither self-interested nor
benevolent; instead, it represents individualseasoning together about the achievement of
common goals. However, the theory of team reagpminleast in the form proposed by
Bacharach (2006), has developed as an offshodasdical game theory and has inherited
that theory’s focus on rational agency (while allogvrational agency to be attributed to
groups). As a co-editor of Bacharach’s unfinishejnus opus, | was drawn into his way of
thinking about team reasoning, but my own inclioiasi are to be more sceptical about the

role of reason in economic life.

Those inclinations are better expressed in my workhe evolution of conventions
and norms (Sugden, 2004) , which draws on ideas Bavid Hume (1978 [1739-40]) and
David Lewis (1969). One of the main themes of Wk is that processes of social
evolution tend to select conventions that can esttaed as embodying principles of



reciprocity. These conventions require individualplay their respective parts in practices
that are mutually beneficial, but assessments é¢fiteare made relative to customary
expectations which may themselves be conventiohlalis, the moral codes that form
spontaneously around such conventions may not st of rational reconstruction as the
imaginary outcomes of ideally rational deliberatidrwould like to find a way of

understanding the motivation of mutual advantageoasentional in this sense.

2. Emotional reciprocity

To explain the meaning of mutual advantage as aatain, and how it differs from other
motivations that are commonly assumed in economadyais, | will use the Trust Game as
my leading example. Social theorists have beerudsng this game for centuries: versions
of it can be found in Thomas Hobbek®siathan (1651/ 1962, Chs 14-15) and in David
Hume’sTreatise of Human Nature (1740/ 1978, pp. 520-521). Its modern incarnaéig@an
experimental paradigm is due to Joyce Berg, JolekHaiut and Kevin McCabe (1995).

[Figure 1 near here]

I will discuss the simple version of the game shomFigure 1. There are two
players, A and B. A moves first, choosing betwbelid andsend; send is interpreted as an
act of trust. If A choosesend, B chooses betweerturn andkeep; return is interpreted as
the repayment of A’s trust. The payoffs to eacimbmation of actions are shown at the end
of each path through the game tree, A’s payoft.filthese are specified in ‘material’ units,
such as money; there is a presumption that, otivegg being equal, players prefer larger
payoffs to smaller ones, but whether this is tbely motivation is left open. Notice that B
gets a higher payoff frons€nd, keep) than from gend, return), and so has a temptation not to
repay A’s trust if it is given. If A expects thatwill not repay, his payoff-maximising
strategy ishold. However, both benefit from the combination ofstrand repaymentsdnd,
return) gives both A and B a higher payoff thsemd.

This game has been the subject of many experimdihs typical finding is that
substantial proportions of A-players choose to sand that of those B-players who have
been sent to, substantial proportions choose tworretlt is natural to say that the B-players
are revealing some motivation to repay trust, éhiengh doing so is contrary to their

immediate self-interest, and that A-players areating either a motivation to engage in trust



or an expectation that B-players will repay trustifoth). The problem for economic theory

is to explain exactly what these motivations are.

The earliest economic theories of non-selfish beha represented the relevant
motivations agltruistic. An altruistic player derives utility both fronehown material
payoffs and from those of her co-player. In thestiGame, a sufficiently altruistic B will
return, and an A (whether altruistic or self-instesl) who expects this will send. A more
recent variant of this kind of theory assumes ith@itviduals are averse to inequality in the
distribution of payoffs (Fehr and Schmidt, 1999{tBo and Ockenfels, 2000). If B is
sufficiently averse to inequality, she will retuamd if A expects this, he will send.
However, this kind of explanation fails to captthe relational nature of trust. If B was
motivated only by altruism or inequality aversidnyould not matter to her what had
happened in the game before it was her turn to mame indeed, whether the game had any
previous moves. But the idearapaying trust presupposes a concept of trust itself, aad th

must refer to A's action.

Theorists of social preferences often try to da#h this issue by taking account of
players’intentions. The intuitive idea is that B’s motivation touwat is a response to the
intentions that are revealed in A’s decision todselm the literature of social preferences,
most analyses of intentions use a conceptual schieshproposed by Matthew Rabin (1993).
In this scheme, as applied to a two-player gamagcéon by one individual (say A) is
categorised as ‘kind’ or ‘unkind’ towards the otliB} in terms of that action’s effects on the
two players’ payoffs. Developing this idea in gexteaises some difficult problems, but the
essential concept of kindness is closely relatedttaism. A’s action is deemed to be kind to
B if it increases B’s payoff at some cost to A;ghan act of kindness by A is prima facie
evidence that A derives utility from B’s payoffRabin’s hypothesis is that individuals are
motivated by kindness towards people who are bieimdjto them, and by unkindness
towards those who are being unkind to them. Tithesis is now widely used in

behavioural economics to represent the idea tlatiduals are concerned about reciprocity.

Strictly, Rabin’s theory applies only to normakfogames. Viewed as a general
problem, extending the theory to games in whiclygriga move sequentially is not
straightforward (for one possible solution, seevdmriberg and Kirchsteiger, 2004). But it
seems that any reasonable extension of Rabin’sytlath have the following implication for
the Trust Game: there is no equilibrium in whick gath ¢end, return) has probability 1.



To see why not, suppose that A choased, believing that B will chooseeturn with
probability 1. Then B’s choice is between retugqiwhich induces the payoff vector (1, 1),
and keeping, which induces (-1, 3). Reasons &irgtekrest point towards the latter, but we
need to take account B’s judgments about A’s imbast Given that A expected B to return,
his choice was between (0, 0) and (1, 1). AccgrdinRabin’s definitions, choosing (1, 1) is
from this menu was neither kind nor unkind. Givlee underlying logic of the theory, this
conclusion seems unavoidable: A’s behaviour wasetyconsistent with what might seem
to be the most natural default hypothesis, nantelyhe has neither positive nor negative
concern about B’s payoff. Given that A’s choicesafd is at the zero point of the kindness/
unkindness scale, B receives neither utility nsutiity from being kind or unkind towards
A. Thus, B will be motivated only by material pdfgo and will chooséeep. So A’s belief
about B is false. This establishes tisahd, return) is not an equilibrium.

Rabin recognises that his theory has this imptoat&and that this is unsatisfactory.
Discussing a normal-form version of a Trust Ganaesiggests that, contrary to the
implications of his model, ‘it seems plausible thabperation would take place’. His
response to this problem is to say, reasonablygimdbat his model is not intended to
represent all psychological factors that can affiettaviour in games; theorists may need to
consider modelling ‘additional emotions’ (p. 1296till, what Rabin is saying is that the
particular kind ofemotional reciprocity that appears in his model does not provide an
adequate explanation of trust. Since reciprosityurely integral to the concept of trust, the
implication is that there is more to reciprocitathreturning kindness for kindness and

unkindness for unkindness.

Why does the hypothesis of emotional reciproai/tb explain trust? The
fundamental reason, | suggest, is that the corafegrhotional reciprocity rests on the
presupposition that the paradigm form of moral ratton is altruism; and altruism is not a
reciprocal concept. In the first economic theoaéron-selfish behaviour, individuals were
simply assumetb be altruistic. In Rabin’s theory, and in the theerthat have developed
from it, individuals are sensitive to one anothémntentions; but when one player assesses the
moral status of her co-player’s intentions, thesgjioa she asks is whether the co-player is
altruistic. As the analysis of the Trust Game shais kind of scrutiny of intentions can be

fatal for the achievement of cooperation.

A genuinely cooperative practice, such as the aoation of sending and returning in

the Trust Game, is beneficial to both parties. Wiech a practice is well-established, each
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party expects the other to participate in it. lany cases, given this expectation, one party’s
participation in the practice is in the interestdath — as, in the Trust Game, is A’s
participation in the practice of sending and refugn But does the fact that A benefits from
his participation discharge B from the moral olliga to participate too? To think in this
way is to take a childish view of the world. ltesthink that social life is structured around
unilateral acts of kindness and unkindness — afhgito others and taking from others — and
that as moral agents, individuals scrutinise orgglaer’s intentions, unilaterally rewarding
those that are good and punishing those that @re Aa Smith is pointing out in his remarks
about the butcher, the brewer, the baker and thgarethese are not the right moral

categories for a society based on cooperation legtiree and equal individuals.

3. Mutual advantage

To understand trust, we need a concepboperative intention that is not grounded in
altruism, but instead is reciprocal all the way dovAs a first approximation, here is a

different way of thinking about the Trust Game.

In that game, it is uncontroversial that if A @dboth acted on self-interest, with
mutual knowledge that they were so motivated, thiteamme would be (0, 0). So we can treat
that outcome as a non-cooperative default. Re&dtvhat benchmark, the combination
(send, return) is a practice that benefits both players. Furtitdenefits them equally in
material terms (each gains one unit relative taogrechmark). At least if we restrict
attention to pure strategies, no other feasibleldoation of actions benefits both players. If
one asks the question ‘What would be a fair codperaolution to the Trust Game?’, it
seems obvious that the answersend, return). As another way of thinking about this
guestion, imagine that (as in the scenarios corsid@ cooperative game theory) the two
players were able to make binding agreements afloich strategies they would play. In
this scenario, A has the sole power to bring abfeeibutcome (0, 0), while A and B together
have the joint power to bring about any of the ¢hoatcomes. If they were at all rational,

they would surely see the logic of settling on1(},the game’s unique core solution.

So suppose that A and B both recognise geatd( return) is the fair cooperative
solution to the game, and that their recognisingigicommon knowledge between them.
This is not enough to guarantee that A sends areduBns, because the players may have
motivations other than the achievement of fair @apon. More specifically, if A sends, it



is in B’s interest to keep; in B’s motivational ks self-interest might outweigh concern for
fairness. If A believes that B will keep, he hasel-interested reason to hold. Thus, if the
fair cooperative solution is to be reached, B mesist the temptation to act on self-interest,
and A must have sufficient confidence that she negist.

But suppose that Aoes send. This is not a signal of kindness on A's,dart is it is
a signalof trust. The obvious interpretation is that A sees hifrsglparticipating in the joint
action gend, return). In other words, he is playing his part in a faoperative practice,
expecting B to play hers. Thus, for B to returfoisher to playher part in a fair cooperative
practice, knowing that A has already played hisreturning, she reciprocates A’s intention

of fair cooperation.

Notice that in this account, neither player isrsi@ing his or her interests out of
kindness for the other. Instead, each is playisgphher part in a joint action that benefits
them both. In this sense, each intendsttiegtboth benefit. Each player’s recognition that
the other will benefit from the joint action is nairrosive of the motivation to participate, as
it is in Rabin’s account of emotional reciprocityo the contrary, each player’s belief that the
other intends that they both benefit supports hiseo own motivation to participate.

| suggest that this discussion of the Trust Gaoietp the way towards a more
general analysis of a motivation of mutual advaataignow present a very rough sketch of
what | have in mind. This sketch combines elemé&ota a number of my previous papers
(e.g. Sugden, 1984; 1993; 2003), but the combinasmew. It should be thought of as a
blueprint for theory that has yet to be built.

Consider a group of individuails= 1, ...,N, who interact in some noncooperative
game (which could be a one-shot game, or couldhkdlmat is played recurrently in some
larger population). For each individuathere is a set of alternatiggategies. A joint
action is a profiles = (s, ...,Sy) of strategies, one for each individual. Suppbs¢ one such
profile s can be interpreted as the noncooperative defgkactly how this default should
be defined is one of the problems that needs tes@ved in constructing an adequate
model.) Now consider some other proife Suppose that the following conditions hold for

some individual:

Mutual Gain. If s*is played rather thas’, every individual benefits.



Fairness. The benefits gained by playisyrather thars’ are distributed reasonably
fairly between théN individuals. (The definition of ‘reasonably fais another

problem to be resolved.)

Assurance. Individuali has reason to expect that every other indiviguall play

her componeng* of the joint actions*.

Then ifi is sufficiently motivated bynutual advantage, she will plays* with the intention of

participating in fair cooperation.

So far, this is just a definition of ‘mutual advage’ as a motivation. But | want to
claim that mutual advantage is a useful model miévation that activates a significant
proportion of real people in real social interagio This claim has a similar status to those
that, in the existing literature of social preferes, are made on behalf of (for example)

altruism, inequality aversion or emotional reciptpc

To understand the implications of mutual advantége important to recognise the
role played by the Assurance condition. Becaudhisfcondition, an individual who is
motivated by mutual advantage is motivated to pigie in fair cooperative joint actioifs
she has reason to expect that otherswill participatetoo. This builds reciprocity into the
structure of the motivation. The Assurance conditilso has the effect of aligning the
motivation of mutual advantage with ongoing coopeegpractices. Notice that the Mutual
Gain and Fairness conditions are not optimisinggpies which seek out the most efficient
and fairest strategy profile in the game. Rattiey are satisficing principles which test

whether a given strategy profile is ‘good enough'’.

How might the expectations required by the Asstearondition be generated? One
possibility, described in some theories of teansoeang, is that each individual endorses and
acts on certaigeneral principles of game-theoretic reasoning which, wapplied to
particular types of game, induce coordination ori@aar strategy profiles which satisfy the
Mutual Gain and Fairness conditions. Common kndgéethat this is the case might be
generated by repeated experience of successfulioation (Sugden, 2003). On one reading
of Thomas Schelling’s (1960) theory of focal pojrgach person’s experience of games
teaches her that other people tend to act on theiple of choosing the most salient Nash

equilibrium. (For a defence of this reading of 8lthg, see Sugden and Zamarron, 2006.)

A more mundane possibility is exemplified by ma&aweryday market transactions,
such as those that Smith has in mind in his disocnsd how we expect to get our dinners. If
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| buy bread from Smith’s baker, he and | partiogiata joint action in which | transfer
money to him and he transfers bread to me. Reléabithe most obvious default, namely our
not trading, this joint action benefits both of =or the sake of the argument, let us take it as
given that the baker and | both believe that theepgne is asking is fair. Suppose the baker
hands the bread to me before asking me to payexXfisctation that | will pay is grounded
on a whole complex of inter-related consideratiotig.don’t pay, | will have to go
somewhere else next time | want some bread. Noh@as contrary to social norms; and it
is punishable by the criminal law. So, all thirmgssidered, it is almost certainly in my
interest to pay. Further, there is an ongoing eotion in our society according to which, if a
person asks a shopkeeper for a product that islenlse thereby agrees to pay for it, and
does in fact do so. By inductive inference frons tieneral experience, the baker has good
reason to expect me to behave as most other custalmeThe upshot of all this is that the
transaction does noéquire that the baker and | are motivated by mutual achget which,

of course, fits with what Smith says about thetrefeship between the baker and the
customer. Nevertheless, wan act as we do, motivated by mutual advantage. Baak

can construe the transactions we make in the maskitir cooperation, as being useful to

one another.

In other cases, mutual expectations are genebgtesperience of an ongoing
practice, unsupported by self-interest or by tle@htpunishment. For example, among
British road-users there is a well-establishedaradby which, at busy times, drivers on main
roads intermittently allow drivers from minor roadsenter the flow of traffic ahead of them.
Because most British road junctions are regulatefiked ‘give way’ signs rather than by
traffic lights or roundabouts, the road network Vaoseize up if there were not at least a
sizable minority of drivers willing to behave ingtway. But there is no legal requirement
for this behaviour, and no firm rules about whenain-road vehicle should give way to a
minor-road one. Considering the practice as a jlasld comparing it with the default
situation in which main-road drivers always ingisttheir legal rights to priority, it seems
reasonable to suppose that it works to the geberafit of all drivers. Since most people
use both major and minor roads, and since eacobf gtting way induces only incremental
costs and benefits, it seems equally reasonalplelge that the distribution of benefits is
reasonably fair. (One might object that the céataunfairly on the more courteous drivers,
but any such distributional effect is probably vemyall. When a main-road driver gives

way, he usually bears only a small proportion eftittal costs of his action; most of the costs
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are borne by drivers behind him, whether willinglyunwillingly.) And each driver’s
experience of the roads tells him that the pracicgenerally followed. On my analysis, if
an individual is sufficiently motivated by mutualantage, this combination of
circumstances will induce him to participate in flractice. When he gives way to another
driver, he need not think of this as a gratuitottsoh kindness. He can think of himself as

playing a fair part in a practice that works toeae’s benefit, including his own.

Thus, the concept of mutual advantage allows getoeive a moral alignment
between ordinary market transactions and more oslyqro-social types of behaviour.
Instead of understanding the former as self-intedesr non-tuistic and the latter as altruistic,

we can think of both as mutually advantageous cabios.

4. Mutual advantage, conventions and team reasoning

On the account that | have offered, practices dualiadvantage amnventional. The root
meaning of ‘convention’ is ‘coming together’, asampolitical convention or in the idea of
convening a meeting. By extension it has comefierito the agreements that are made
when people come together, and to practices tmabeanterpreted as tacit agreements, or as
resting on common consent. Hume (1739-40 [19°&irs to have had the idea of tacit
agreement in mind when he argued that justiceh@rsense of respect for property) was a
convention:
This convention is not of the nature gbrmmise: For even promises themselves,
as we shall see afterwards, arise from human caoioven It is only a general
sense of common interest; which sense all the mendbehe society express to
one another, and which induces them to regulate¢baduct by certain rules. |
observe, that it will be for my interest to leavether in the possession of his
goods provided he will act in the same manner with regard to rde.is sensible
of a like interest in the regulation of his condu@fhen this common sense of
interest is mutually express’d, and is known tdhbdtproduces a suitable
resolution and behaviour. And this may properlgwagh be call’d a convention or
agreement betwixt us, tho’ without the interpositad a promise; since the actions
of each of us have a reference to those of the,adhd are perform’d upon the
supposition, that something is to be perform’dlos ather part. (p. 490)
Notice how, for Hume, conventions are mutually bemd practices which, in principle,
could have been the result of reasonable agreement among indilsdagen if in fact they
have emerged spontaneously. The same idea isssedrby my Mutual Gain and Fairness
conditions. Notice also that, on Hume’s accouatheindividual plays his part in a

convention on the supposition that others will glagirs, in the same way that each party to a
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contract performs his part of the contract in tkeeetation that others will perform theirs.

The same idea is expressed by my Assurance camditio

There is an affinity between this way of thinkialgout convention and the idea of
team reasoning. Classical game theory can be thaiigis an attempt to answer the
guestion ‘What it is rationdbr me to do?’, asked by each player of a game, when each
knows that the others are asking the same questiba.starting point for the theory of team
reasoning is the thought that the players mighakyglegitimately ask ‘What is it ration&br
usto do?’ (Sugden, 1993, 2003; Bacharach, 2007)eW\filayers engage in team reasoning,
they look for theprofile of strategies that leads to the best outcomentamtcollectively.

Each player then chooses his component of thaiigrobnstruing that choice as his part of a

joint action that is rational for the players aso#lective or ‘team’.

In theories of team reasoning, the idea of ‘ratliy for us’ is usually modelled as the
maximisation of some team objective, on the anatifghhe conventional analysis of
individual rationality. Clearly, that would notvehys be consistent with the concept of
mutual advantage that | am now proposing. Bugthestion ‘What is it rational for us to
do?’ might be asked in something more like the s@fi€ooperative game theory. That s,
the players who ask the question might be thoufyas dooking for the terms of an
agreement that it would be rational for each to en#kall could be assured that the
agreement would be kept. Correspondingly, the glwarist who imagines herself being
called on to answer the question must picture Hers# as a coach instructing the members
of a team about how best to achieve a common aitrgsbthe neutral chair of a negotiation

session, trying to orchestrate an agreement tlcht m@gotiator can be satisfied with.

Despite the conceptual differences between tivesenterpretations of the question
‘What is it rational for us to do?’, most of thesea to which the theory of team reasoning has
been applied are ones in which the two interpratatieffectively coincide. When Bacharach
(2006, pp. 58—64) discusses the problem of spegjfihe team objective of a group of
players, he postulates that this is ‘Paretian’ wétspect to individuals’ private preferences.
That is, for any pair of strategy profilgsands’, if every member of the group has a weak
preference for the outcome sf over that o&" and if, for at least one member, this
preference is strict, then the team'’s objectivd&sahaboves’. Defending this assumption,
Bacharach argues that in the (two-player) gameghioh people see team reasoning as most

obviously rational, the most salient feature of dlaiécome it recommends is that it biest for
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both players’ (p. 62). Such an outcome would alschieeobvious outcome of rational

negotiation.

The two main games that Bacharach uses to extilenenplications of team
reasoning are Hi-Lo and the Prisoner’s Dilemmath&nHi-Lo game, there are two pure-
strategy Nash equilibria, one of which strictly doates the other; both equilibria strictly
dominate every other outcome. In this game, thretRa criterion identifies a unique team-
optimal profile; this is also the unique core smint In his analysis of the Prisoner’s
Dilemma, Bacharach assumes that the profile in vh@th players cooperate is team-
optimal (pp. 132, 168-171). Although this profdenot singled out by the Paretian criterion,
it is the unique core solution of the game. (linely, if binding agreements are possible,
mutual cooperation is the only profile on which iayers could plausibly agree, given that
each has the unilateral power to play the defeditategy.) | suggest that, even when
Bacharach is using the concept of a team objeasv& modelling device, some of the
intuitions on which he is drawing are more natyrakpressed in the language of cooperative

game theory.

However the question ‘What is it rational for osdb?’ is interpreted, the mere idea
that the question is relevant marks a fundamemahdure from theories of social
preferences. Unlike theories of social preferentteories of mutual advantage and team
reasoning do not explain socially-oriented behavioderms of individuals severally
maximising utility functions whose arguments ina@udocial’ variables. Instead, they
explain each individual’'s behaviour as her par @fint action. That action is the collective

choice (however construed) of a group of whichititividuals are members.

5. Conclusion

| have presented my analysis of mutual advantageraodel that may be useful in
explaining cooperative behaviour in the real worBlit | also want to declare my support for
mutual advantage as a normative principle — whegheot it is the principle on which the
majority of my fellow-citizens currently act. Whédescribed emotional reciprocity as
‘childish’, what | meant was that the emotionaledpire modelled by Rabin’s theory is one
that is appropriate to a social environment in \Wwhlee individual has strong affective
relationships with others, but in which cooperatradth others on equal terms is not a central
activity. Conversely, the emotional repertoiremaftual advantage is appropriate to, and
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likely to be fostered by, an environment in whioldividuals continually face the need to
coordinate their actions with other people — oftenple with whom they have only weak
affective ties. Mutual advantage is a motivatioattcoheres with a liberal ideal of society as
a cooperative venture among free and equal indaksdu
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Figure 1: The Trust Game
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