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Strategy and the Structure of Interdependent

Decision-Making Mechanisms

The Social Scientist's Dilemma

Diverse Models of Individual Behavior

Models of individual behavior in the different

social sciences are quite unrelated. Economists, for

example, have observed individuals interacting in the

market place and have developed a model of individual

profit maximizing behavior. This model of man has

enabled economists to predict market behavior with

relative accuracy. However, when the model of economic

man is utilized to predict behavior in political

arenas, the degree of accuracy falls. The model

of economic man is even less helpful for predict-

ing behavior in a social structure such as the family.

Does this mean that there are three or more different

"men" wrapped up in each individual? Is there an

economic man who is a profit maximizer? Is there a

social man who is a respect and status seeker? Are

there no methods for comparing behavior between markets,

the voting booth, and the family? Does each discipline

need to start out with its own model of man and develop

separate theories? If there are really three or

more different "men" within each individual, how does

the real individual sort himself out and deal with his

eternal schizophrenia?1
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The individuals studied by social scientists do

not seem to have much difficulty shifting "person-

alities" as they deal with different aspects of life.

The energetic young businessman may spend his day-time

hours trying to maximize the profits of his enter-

prises by seeking to eliminate a troublesome competitor.

During the early evening he may vote as a city council-

wan to impose a tax upon himself and others to pay for

a city park that he, himself, may never use. Still

later in the evening, he may decide upon a family

budget in which he foregoes expenditures on his own

favorite hobby in order to provide for his children's

college education. Is this individual inconsistent?

Even worse, is he irrational? Or, is he a relatively

rational individual pursuing diverse strategies in the

different decision-making arenas available to him?

Diverse Strategies for Different Arenas

The social scientists dilemma may be resolved

if we assume that the behavioral characteristics of

an individual functioning in different arenas may not

perfectly represent the internal value system of that

individual. If social scientists were to analyze the

strategies men utilize when confronted with different

types of joint decision-making mechanisms separately

from the structure of individual internal value

systems, the actions of individuals in different
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arenas might appear more logical.2 When analyzing games,

it is apparent that different strategies are appropriate

for different games. The strategy adopted by an individ-

ual when playing a game is rarely confused with his

internal value system. It is assumed that the individ-

ual has made a rational assessment of both the opportun-

ities afforded by the structure of the game and of his

own capabilities and limitations for playing the game.

If he plays to win, he will follow a strategy of

play that he thinks will enable him to gain the best

possible results, given the structure of the gate.

If a player participates in more than one game, it is

normally assumed that he will not use identical strategies

in every game, even though the skill learned in one

game may have some transfer value for gages with

similar structures.

By assuming that most of the decision-making

mechanisms devised to allocate resources are organized,

in part, as contests or games, we can assume that

rational individuals will adopt strategies in relation

to each of these decision-making mechanisms that will

enable them to do as well as is possible, given the

particular structure and the individual s capabilities.

By utilizing this assumption, we are not bound to assume

that the behavioral characteristics exhibited by an

individual in one arena represents a permanent, internal
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value ordering for dealing with all circumstances.

Nor, need we assume that individuals will adopt ident-

ical behavioral characteristics when engaged in other

contests.

On the other hand, it is consistent with this

assumption to expect individuals to choose to participate

in those contests in which they feel they have the best

chance of winning in the long run. If individuals

feel that all of the decision-making mechanisms are

"rigged" against them, they may choose not to participate

at all.3 However, individuals who think that they may

be at least as well off, if not better off, for having

participated in some decision-making mechanisms, may

well expend considerable time and energy attempting to

do as well as possible in those contests which they

judge to be worthwhile.4 We would expect that those who

possess skills which are highly conducive to success

in the market would prefer activity related to the market

as their primary activity. Likewise, we can expect

those with skills related to success in the judicial

arena would select occupations related to the court

system. However, even though most individuals might

be expected to specialize in activities related more

to one of these arenas than to others, few individuals

would be able to solve all of their problems by recourse

to only one arena. Consequently, individuals would
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need to develop different strategies as they move from

one decision contest to another. Internal preference

orderings may remain relatively similar, but strategies

adopted in order to "win" in different arenas may vary

widely.5

Decision-Making Mechanisms as Game-Like Structures

Let us then assume that most of the decision-making

mechanisms devised to allocate scarce resources or

values have aspects of being contests of games. A

game exists whenever two or more individuals are

dependent upon each other in their pursuit of gain or

their avoidance of loss. The phrase "dependent upon

each other" is the essential element of the above

statement. A single individual trying to improve his

skill in a solitary endeavor may attempt to increase

his share of scarce resources. However, unless he has

to take into account the potential actions of other

individuals, he is not participating in a gamelike

structure.6 The unique aspect of game-l1ike structures,

or contests, is that outcomes depend upon the independent

actions of more than one person.7

Markets, elections, legislatures, courts, firms,

families and many other social institutions can all

be viewed as game-like decision-making mechanisms for

the allocation of scarce resources or values among

participants. All of the above are interdependent
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decision structures in that the outcomes for one individ-

ual are dependent upon what he does and what others do.

If any one player gains complete control over all moves,

a game no longer exists. In other words, power or control

does not have to be distributed equally among participants

within interdependent decision-making mechanisms for

there to be a game-like structure, but absolute power

given to one participant means that the decision struct-

ure is no longer functioning like a game.

Game-like decision structures have not been devised

to help individuals arrive at joint decisions regarding

all problems related to the allocation of scarce

resources. Man has taken a long time to develop the

range and variety of decision structures currently

utilized to help individuals make collective decisions.

Whenever decision structures are not available, individ-

uals may resort to violence in order to impose one

solution on other individuals. Violence way also erupt

when currently utilized decision structures are not

effective in reaching satisfactory solutions over the

long run for most affected individuals. Potential

violence lies just beneath the surface in all forms of

peaceful competition or coordination. Excessive

violence in a community is a basis for inferring that

appropriate decision mechanisms do not exist to deal

with problems of interdependent decision making.
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Strategic Considerations in Game-Like Structures

The structure of contests provides a range of

different opportunities and risks for individuals with

varying skills and aptitudes. However, certain broad

classes of strategies tend to increase the likelihood

of an individual gaining desired values within each

contest. Consequently, most individuals interacting

within a particular structure will adopt somewhat similar

strategies. Profit making can be viewed as the name

of the strategy adopted by most individuals engaged in

a relatively open and competitive market. However,

as the structure of a market changes so that only a

few firms remain as participants in the contest,

individuals may change from a strategy with emphasis

upon profit maximization to a strategy of sharing the

market. By sharing the market, each individual may

try to guarantee his own long-run survival while a

strict profit maximization strategy might lead to his

own elimination as a competitor. Thus, having analyzed

the game and his own aptitudes, the individual adopts

the best set of related strategies to realize his own

mixed set of values.

Some decision structures may provide latitude for

the successful pursuit of a number of related but

distinctively different strategies. Sociologists have

long recognized this phenomenon and have used the term
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“role" to describe it. Role theory claims, in essence,

that some decision structures like the legislature

and the family, are sufficiently open for there to be

several different ways to "play the game." A role

can be conceptualized as a set of strategies.8 How

an individual is going to play is dependent upon the

expectations of others concerning the set of strategies

he is using.

Role as the Style one Chooses to Play a Set of Strategies

The expectation of others is meaningless to the

player, unless those "others" control some values which

he deems important. His selection of a set of strategies

(or role) is designed to induce other players to con-

tribute to his welfare. In a complex structure such

as a legislature, a number of different contests may

be played simultaneously. The appropriate set of strat-

egies for dealing with one game may be detrimental to

a participant in another simultaneous contest with other

players. Consequently, he may face problems of internal

conflict in choosing a proper set of strategies tc adopt

at different times. Such a dilemma is termed "role

conflict" by sociologists. An individual legislator

may devise a mixed set of strategies following the role

of a "spokesman for the people" for some portion of

the time, and a "broker of ideas" for the remainder of

his plays.9 To a large extent, the choice of strategy
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or mix of strategies will depend upon the set of values

that the individual is trying to gain from the particular

decision structure. If the individual legislator is

primarily interested in maximizing his reputation at

home, he will follow a different mix of strategies than

if he is interested in building a position of power

within the legislature itself. The greater the range

of values being sought by the individual, the more he

will develop a mix of strategies even within a single

decision structure.

To some extent, various decision structures may

be interchangeable. While a market is a decision

structure primarily used for the pursuit of wealth,

it can also be utilized for the pursuit of power and

respect. While a court is a decision structure that

is primarily designed to allocate rights and duties,

these rights and duties may confer wealth to one while

withholding it from another. Goods and services are

most frequently allocated in a market, but they are

also allocated in a court room, legislature, hierarchy

or family. Affection and respect are upon occasion

bought and sold on the market, as well as exchanged

within a family unit. When individuals cannot reach

a satisfactory allocation of values in one decision

structure, they may well seek other institutional

facilities in the hope of reaching more satisfactory
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solutions.

While individuals may move among interdependent

decision structures as they attempt to solve problems,

each of the contests, because of their varying structure,

produce different consequences. When a political game

is substituted for the market in order to provide a

particular good or service, the rewards, costs, risks

and opportunities afforded by the legislature are

substantially different from the rewards, costs, risks

and opportunities afforded by the court. Individuals

trying to solve complex social problems must calculate

the rewards, costs, risks and opportunities afforded

by each of the major social decision structures if

they wish to formulate strategies for utilizing one

or more of these structures.

For example, the calculations of an inventor of

a new gadget are quite complex. When he contemplates

beginning an enterprise to produce a new gadget he has

to ask himself many questions, including the following:

What will it cost to get such an enterprise started?

Will a bank be interested in providing part of the

capital necessary to set up an enterprise? Is there

a labor force available that will produce this gadget

at a reasonable cost? How many gadgets will conceivably

be sold at each of several different potential prices?

Will the number sold at prices above project costs
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yield a profit? If the enterprise is profitable, how

long before someone will produce a similar gadget, and

will that result in the elimination of my gadget from

the market? Should the patent office (a hierarchically

organized adjudicatory agency) be approached for a

patent before beginning production? How much will

obtaining a patent cost? Will the cost of obtaining

a patent be so high that production of the gadget at

a low enough price to attract sufficient buyers to

make a profit will not be feasible? Once a patent is

granted should one assume it is safe to maintain

monopoly control over the production of this gadget?

Would it be worth the cost of going to court to defend

a patent if others be an production? Would it be better

to enter into franchise agreements with potential

competitors to avoid possible patent litigation?

What happens if the patent is not granted? Will

a costly investment have been made with no possibility

of a return? If the patent were denied, should efforts

be made to go to court to appeal the decision? What

costs in time and money would be involved? In what way

would going to court regarding this patent result in

exposure if a similar device is to be patented in the

future? Can the legislature to used in the first place

to get the patent law changed to be more favorable to

the inventor? Who else might benefit from such a
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legislative action? Could others benefit enough to help

contribute to the cost of gaining legislation? What

exposures are involved in asking for more favorable

legislation? Ls there a chance that the law might be

changed to make it even more difficult for inventors

to gain a patent? Should the whole idea of an enterprise

be discarded, using only a few gadgets for family Christ-

mas presents?

The strategic considerations mentioned in the example

above are considered relatively simultaneously. Economic,

political and social factors all enter into the

individual's calculation as he plans a strategy

applicable to a variety of interdependent decision

structures or contests. The potential rewards, costs

risks and opportunities of any particular operating

structure or group of structures may lead individuals

or a group of individuals to try to change the structural

characteristics so as to reduce the costs and risks

or to increase the rewards and opportunities. Whether

individuals will resort to violence depends upon the

capability of an operating set of decision mechanisms

to cope with the extremely perplexing problems of

interdependent choice.

The Comparative Analyses of Decision Making Structures

The comparative analysis of interdependent decision

structures may be an approach that will take us beyond
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our current theoretical frameworks and help to explain

and describe the mix of behavior among decision

structures. Economists have advanced quite far in

their analysis of the different strategies adopted by

entrepreneurs when faced with markets of varying

structures.10 The rewards, costs, risks and opportun-

ities involved in the range of decision structures that

men have created to solve problems of interdependent

choice need to be specified. Then, the effect of

changes in the structure of different decision mech-

anisms on strategic behavior ,ay be analyzed. What

type of strategies do people develop, for example, when

the costs of entering market and judicial arenas are

both very high? Do individuals attempt to rely primarily

upon family structures to exchange goods and services

and to define rights and duties? Does the number of

potential rounds or moves in different structures affect

individual choice as to which decision structure to

enter? Does the greater number of potential veto points

in the U.S. Congress explain the predominant use, until

a few years ago, of the court system by advocates of

Civil Rights? These are some of the questions we

could begin to ask, and possibly answer, if we can

devise a method for analyzing the structural char-

acteristics of interdependent decision-making mech-

anisms.

13



 

 

This type of analysis is not easily accomplished.

The thrust of game theory has been in this direction.

However, formal game theory has rot yet produced signifi-

cant breakthroughs for the analysis of operating decision

structures. Real contests are more complex than the zero-

sun game which game theorists have predominantly

examined. Social scientists have been dissatisfied

with applications of game theory based on the zero-sum

condition.

While formal game theory way not have produced a

complete method for understanding the more complex

contests of real life, it may provide a way of starting

to describe the relationship between the structure of

a game and the strategies individuals will adopt. For

example, in game theory the payoff function is a rule

by which rewards and costs are allocated to individuals

after a move. The structure of a pure zero-sum game

is completely defined by specifying the payoff- function.

If a pure zero-sum game can be defined by the description

of one rule, more complete games may be described by

the analysis of additional rules.11 Just as games

of recreation are described by their set of rules,

contests which function as decision-making mechanisms

may be described by the rules which specify the moves

different participants may, must, can or cannot make,

and the conditions of risk, uncertainty, rewards and
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costs associated with the different moves.12

If the structure of decision-making mechanisms

is defined by the rules governing individuals' strategies

within these structures, where are the rules to be

found? The first source is, of course, formally pre-

scribed rules of any political and social system. Many

of the structural aspects of the market, elections,

courts, legislatures, firms and families stem from basic

constitutional rules. Thus, the formal rules governing

who may enter the Presidential race are found in Article

II, Section 1, Paragraph 5 of the U.S. Constitution and

in the 23rd Amendment. Accordingly, any person who

fulfills the conditions specified by the Constitution

is eligible for the nomination.

Beyond the formal rules, a set of working rules

or operational rules is used as a further guideline in

the selection of candidates by those who have been

responsible for the decision.13 The concept of

"availability" describes these operational rules for

nomination to the Presidency. Prior to l960, a man was

considered eligible to enter the race who possessed

the following attributes in addition to the Constitutional

requirement: an elected official, preferably a governor

from a large and doubtful state who was himself male,

white and protestant. However, the operational rules

were altered as a result of Kennedy's election. As
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can happen in all decision-making structures, the players

changed the structure of the contest As the contest

itself was in process.

The possibility of players changing the structure

of contests during the course of play has baffled many

social scientists attempting to analyze the operation

of these structures. When social scientists have focused

exclusively on the formal rules of the game, they have

missed many of the important strategies developed by

players in the on-going process. On the other hand,

ignoring the formal structure may lead one to assume

that all moves are up for grabs and that structure is

always negotiated anew. All contests have a mixture of

formal and informal rules which describe their structure

at any particular time. As inventions of man, these

structures do not remain constant over time, and will

change. Changes are frequently reflected first in the

operational rules of the game before the formal rules

are changed. Consequently, one needs to include both

formal and informal rules of a game in any analysis of
14

structure.

What formal and operational rules should be

included in any analysis of the structure of a contest?

Decision mechanisms can be described in an infinite variety

of ways. However, the significant question is: What

is the most economical method for describing the structure
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of markets, legislatures, courts, families, fires

and other decision structures, to provide sufficient

information about the structure of these contests to test

predictions about the types of strategies men will

adopt within them? Understanding of complex systems is

advanced when a minimum number of significant questions

can be identified as well as sources of data for answering

these questions. The paradigm presented in the next

section is an attempt to discover the minimum set of

questions that need to be asked about a decision-making

mechanism in order to describe its structure. There

appear to be at least five sets of rules which significantly

affect the structure of a decision-making mechanism.

These are:

Entry Rules

Information Rules

Potential Rounds Rules

Voting Rules

Payoff and Side-Payment Rules

Each of the above five rules will be discussed

individually in the paradigm to follow. The first

section of each category is devoted to a list of what

appear to be the most basic questions that one might

ask about each rule. In other words, an investigator

examining a source of data concerning the structure

of decision-making contests should ask these questions.
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The second section of each category contains some beginning

speculations about the significance for strategic

behavior of the various structural characteristics.

Where propositions have been relatively well-established

concerning the effects of a particular rule on behavior

within one type of decision structures, the possibility

of applying the proposition to other structures is raised.

This discussion is by no means exhaustive. It is intended

to illustrate the possible relevance of this type of

analysis in the development of a wore general social

science theory. While each rule is discussed individ-

ually in the following paradigm, the rules are inter-

related in their effect on the structure of actual

decision structures. However, we can postulate the

state of the system known as "other factors being equal"

or "all other factors held constant" and ask what

differences does a change in one rule make on the

strategies men adopt within the structure. The diversified

decision-making mechanism established in the U.S.

provides an excellent opportunity to test some of these

hypotheses since the decision structures established

by the states and other governmental units are quite

similar except for slight variations. This provides

a ready-made laboratory for testing hypotheses of this

nature.
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A Paradigm for the Analysis of Decision-Making Structures

Entry and Exit Rules

Who way enter the contest? How mane may enter?
What are the operating (out-of-pocket) costs
for participants entering contests? What
are the opportunity (what might other pursuits
bring) costs for participants entering contests?
What is the relative weight of different play-
ers ? Is exit freely permitted or do contest-
ants pay a penalty for leaving before a "final
round"? If exit is permitted before final
decisions, can individuals gain side-payments
by entering a contest in order to force reg-
ular contestants to buy them off?

Rules of entry are a fundamental part of any

contest since they define the broadest class of

individuals that may engage in the contest. In

terms of entry rules, an aristocracy is a political

system in which only the select may enter political

contests while a democracy permits a broad class of

individuals to enter most political contests. The

ideal competitive market assumes both free entry and

exit. Private firms normally have highly selective

entry rules and a variety of exit rules. Entry and

exit from family units is usually not a matter of

choice.

Operational rules for entry and exit may

vary significantly from formal rules. In the U.S.,

the operational rules of entry have precluded

southern Negroes from entering many political contests,
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especially elections. Southern Negroes have also

been effectively eliminated as potential entrepreneurs

in the South, but they have used their freedom to

enter or exit the market as consumers to some good

advantage.

The number of individuals that may enter a

political contest significantly affects the strategy

of the players. Once a game moves from a two to a

three person game, possibilities arise for coalition

formation. The more players that enter, the less

power any single individual has in affecting the

outcome of the play in the short run. Thus, in

a perfectly competitive market, the single producer

is powerless to affect the price. Regardless of how

much he produces and how much he sells, the price

will remain the same. Outcomes are dependent upon

simultaneous actions taken by a very large number

of people. Similarly, a single voter has little

affect on the total outcome of the total election.

However, a single litigant in a court contest, may

have a dominant effect on the final outcome.

Do particular positions in society give some

individuals virtual monopoly control over the entry

into contests? Is not the function of a political

boss to control entry? Does not the first-term

President almost have a monopoly over the nomination
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for the next race? In the economic model, the

monopolist’s attempt to keen- competitors from

entering the market results in higher costs and less

production for the consumer. Is this also true

in politics? When a political boss controls the

entry of candidates for political office, does this

result in a cost to the voter or a lack of effective

choice for particular offices?

Entry costs are what participants stake out

when they begin contests. Participants expose

themselves to the possible loss of these stakes.

Even the winner will have to pay some or all of the

costs. For example, every candidate for political

office assumes he is staking some of his power and

prestige upon entering an election. If he wins

the contest, he will probably increase his total

power and prestige, but he still may be losing some

power and prestige with segments of his district.

If he loses the contest, he will probably also lose

a large portion of the power and prestige that

formed part of his original stake.

What is the effect of the cost of entry on

the quality of contestants? In economics the

proposition is made that:

In industries in which the cost of
entry is very high, the entrants are
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usually well-informed and technically
competent. When entry costs and plant
are negligible, and competitors are
many and small, entrants may be neither
well-informed nor technically competent.15

Are similar hypotheses tenable concerning political

or social contests? Does the fear of losing a

high stake cause men to become better informed

about the reality of the contest? Do the less-

skilled eliminate themselves as potential competitors?

Does this mean we get better candidates for the Pres-

idency than for other offices because the stakes

are so high? On the other hand, does this mean

that when the stakes are low, uninformed and in-

competent contestants will enter? If one assumes

that the costs of entry are low for the administrator

and the legislator, what consequence does this aspect

of structure have on the level of competence of

administrators and legislators to battle through

the contests they enter? One might ask if Civil

Service requirements and entry examinations are a

different way of looking at entry costs for admin-

istrative contests. For some positions, the entry

costs in terms of investment in shill and enlighten-

ment are quite high. Does this requirement of high

stakes attract more qualified candidates or at

least eliminate the less qualified?

What happens to a system when the stakes get
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too high? Does this result in violence? There

appears to be a close relationship between the poss-

ible payoff to be gained from winning a contest

and the stakes a person puts up. When the payoff

is very high, the stakes also seem to be high. Men

may risk unlimited stakes to win a position with

relatively unlimited power. Palace revolts, coup

d'etats and revolutions may be contests in which

the stakes are so high that the losers pay with their

lives upon de-feat.

What happens when the structure of a contest

is such that a contestant, even though he is sure

to be defeated, car enter a con test and derive a

benefit from the undertaking by withdrawing early?

The structure of the game is thereby changed to

include two referees and two payoff functions. One

is overt, and the other is covert. When entry

stakes are low, or when their are returnable upon

exiting, someone with a relatively low value position

can enter a legislative or electoral contest in order

to receive a relatively high payoff from the sheer

nuisance value of his entry. In legislatures,

cinch bills are introduced to induce a monetary,

payoff from an outside interest for their withdrawal,

to trade for the passage of another bill, or to

trade for the withdrawal of another bill disliked
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by the original legislator. Governors frequently

enter the Presidential race, even though they plan

to withdraw prior to the final rounds. As a

favorite son candidate, a governor increases his

bargaining strength in relation to real candidates.

The payoff is frequently in the form of increased

patronage or a special position in the national

government.

When the decision mechanisms are rigged against

a contestant who has no choice of entry, this may

also promote exit before the first round. But instead

of the payoff coming to the exiting contestant, it

is paid by him to someone else to let him withdraw.

Whenever formal prescriptions are written in an

overly strict, unenforceable manner, they can be

used by unscrupulous administrators to force a

shakedown. La Mordida is paid by Latin Americans

to their police and government officials to reduce

the probability of paying far more if events reach

the stage of formal proceedings. The New York

"Bite" occurs when citizens pay inspectors not to

enforce overly severe building codes.

Litigants may use the possible costs of a

trial as a threat to reach a negotiated settlement

in the shadow of the court. When there is sufficient

ambiguity as to the outcome of the first round of a
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civil case, both sides are frequently willing to

negotiate outside the courtroom in order to reduce

the possibility of losing the case and paying the

costs.

Information Rules

How much information can one contestant
gain concerning the preferences and strat-
egies of other contestants and about the
nature of the environment? Dc the flayers
know the full payoff function? How much
direct communication with opponents is
allowed? What incentives are built into
the contest for individuals to become
well-informed? How costly is this inform-
ation? Does the decision structure attempt
to verify the validity of information? '.That
information is available to interested
observers about the contest and the weaning
of its success?

Contests vary significantly in the amount of

information they provide about the preferences

and strategies of different contestants. Perfect

information is assumed in the model of the competitive

market. Ideally, buyers and sellers are supposed

to know the shape of demand and supply curves and

where they intersect. However, perfect information

does not exist in actual market situations. The.

operating market functions without much information

being exchanged among sellers about the preferences

of other sellers. However, each seller assumes

that others will follow a profit-making strategy.

Sellers are keenly interested in the preferences of
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buyers and derive considerable information about

demand from the purchases made by buyers. Because

sellers are interested in the future Preferences

of buyers, sellers are frequently willing to invest

in market research activities to learn about pre-

dicted future demands.

While it is frequently assumed that participants

in some decision structures have complete information

about the payoff function, rarely is this true in

practical affairs. Frequently elements of both risk

and uncertainty are present.16 If players have

adequate information and computational abilities,

they may be able to reduce elements of risk to

probability statements about the likelihood of diff-

erent payoffs occurring under variant conditions.

However, if the contest is to be played only once,

even this analytical aid will not help them in

choosing their own proper strategy. If rear uncertainty

is involved, probability statements cannot be attached

to all of the possible payoffs. About the most that

can be is to attach varying degrees of "potential

surprise" to the likelihood of different payoffs

occurring.17 Whenever there are unknown elements in

the payoff matrix, the problem can be conceptualized

as a n-person game with nature as one of the players.

If the players are dealing with risk, they can
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attribute a probability statement to the various

moves that nature might make. If the players are

dealing with uncertainty, they may not know all

the plays that nature might adopt or all the

probability statements regarding the plays that other

players may adopt. Thus, even in a wheat market,

players do not have information about future payoffs

if a major storm destroys half of the crop, or if

a new harvesting machine is invented. In an election,

participants have no information about the payoff

if it rains on election day or a pew issue is created

at the last moment.18

Whenever bargaining occurs, individuals have

a chance to assess each others preferences and learn

where there are possibilities of cooperative action

and joint payoff. Bargaining may occur openly in

some structures or in the shadow of others. Never-

theless, bargaining occurs in all structures. However,

some decision mechanisms are more conducive to

the fuller exchange of information involved in

bargaining than others. Participants are expected

to bargain in representative assemblies, including

legislatures, labor and management negotiating

committees, international tribunals, executive

boards of directors within firms, etc.19

The more open a structure is to the possibility
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of bargaining and the full exchange of information

concerning preferences, the more likely it is that

individuals will reach an agreement even when their

original preferences differed considerably.20 An

increase in the information available to bargainers

concerning other costs and benefit calculations mast

also lead to what objective observers would judge

as "fairer agreements."21 The tendency to bargain

is reduced within bureaucratic structures and family

units, but even within these structures, the exchange

of information associated with bargaining is an

essential process whenever there are basic disagree-

ments concerning preferences.22 If these structures

became so inflexible in their hierarchic ordering

that bargaining cannot occur when preferences differ,

individuals will seek out other decision structures

and possibly attempt to destroy the more inflexible

structure.

The incentives to gain information varies

among different decision structures. Individual

buyers in a market are led to invest time and

energy comparing prices ant quality of different

products.23 When a buyer purchases goods, he

receives the objects he has purchased and realizes

directly the consequences of his decision. Some

individual market decisions may involve considerable
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out-of pocket and opportunity costs, and prospective

buyers are usually willing to invest a portion of

the toal cost to gain information about alternative

selections. However, individuals may not

be motivated to gain thorough and reliable inform-

ation concerning different issues and contestants

in large-scale elections. The specific range of

“goods” allocated by an elections is not easily

determined. No guarantee exists that those elected

will behave as the voter had predicted. And, if

the voter winds up on the losing side, his invest-

ment in information may be lost.24 The specific

marginal effects to the individual voter in a

particular election may be difficult to specify.

The costs of becoming informed may exceed the possible

Gains or losses the individual might sustain by

becoming informed.25

Whenever individuals are apt to be affected

directly and significantly by a decision, additional

incentive exist to become informed. Consequently,

both sides in a civil judicial contest usually

have strong motivations to gain information about

the legal status of their positions. While the

litigants may not individually gain the necessary

knowledge to argue their own case, they invest in

the services of an attorney to gain this information.
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Legislators are led to acquire information about

the consequences which may affect relatively well-

organized segments of their constituency, and organized

segments of a society are motivated to prepare

information for their representatives. Lobbying

organizations have long existed to prepare and

provide information concerning the effects of potential

legislation on their members. Information concern-

ing the small marginal effects pending legislation

way have on unorganized consumers of a particular

industry may not be available. Legislative structures

may, consequently, have a systematic bias toward

passing laws that aid well-organized and articulate

minorities, while causing relatively small marginal

harm to a large, yet inarticulate and unorganized

group.26

The relative capacity of different participants

to gain control over relevant information varies

greatly among the structures. The exclusive control

over specific information about the production of'

a particular good guaranteed by a patent has given

some companies decided advantages over their com-

petitors. Firms have been able to, convert a com-

petitive market into a monopolistic structure by

their skillful and exclusive use of a patented

process. Because differential access to information
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gives some individuals more power than others,

governmental information agencies have been estab-

lished in some industries to insure the equal

distribution of information to all. The county

agent in a farming area provides information on soil

and marketing conditions to all farmers, regardless

of their ability to pay. Some trade associations

have been established to pool the cost of information

and make it available to all members.

The provision of information about conditions

in the environment by specialized organizations may

lead participants to become overly dependent upon

others for information. Thus, politicians running

for office may purchase information about voters'

attitudes toward the various candidates. However,

this information may not always be sufficient for

accurate prediction of voting results. Complete

reliance upon the accuracy of pollsters projections

may lead to the defeat of a candidate.27

Contests may vary to the extent that part-

icipants can withhold information from each other

or from those who witness the contest. In criminal

law judicial proceedings, defendants are given

special prerogatives to withhold self-incriminating

information. Theoretically, state agencies have more

resources to procure information. The protection
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against forced, self-incrimination enables the person

with less resources at his disposal to have a better

chance to defend himself. However, the individual must

make a formal pleading to this effect. If the criminal

charge is waived, the individual can then be forced to

testify or be held in contempt of court. On the other

hand, candidates for public office can be asked to

reveal information against themselves, but may be able

to evade such questions even when directly challenged.

While the decision-making process in elections

and judicial arenas is relatively open to observers,

decision-making within public or private firms may

be closed to the view of witnesses. However, decisions

made by these firms may have considerable affect on

those who are unable to observe the decision-making.

When major segments of a contest are hidden from a

relevant public, what may appear to be a properly

functioning contest may turn into a collusive agreement

to seek private gains at the expense of wider public

interests.28

Some decision structures are designed so as to

provide some validation of the information used within

them. Election and judicial proceedings vary in this

regard. While there is a free flow of information in

an election campaign, charges by opponents do not have

to stand the test of any formal rules of evidence. The

validity of the information is not verified. In a
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judicial proceeding, the information introduced

must meet certain rules of evidence. A judge,

especially in a jury trial, functions as a referee

enforcing established rules of evidence. The "facts"

of the case are determined as a result of the first

round. The range of information within a legislative

battle is expanded, but less attention is paid

to the problem of verifying information. Legislative

hearings attempt to give all interested parties a

chance to bring relevant information to the attention

of legislators. However, the committee report does

not "establish" facts of the case in quite the

same way as does the decision of a trial court.

Potential Rounds Rules

Assuming that a round is a decision point
at which a contest may be won or lost, how
many rounds are there is a particular dec-
ision structure? Is it possible to win
at the first round? Does defeat at an
early round preclude a re-entry at a
later time? Who takes the initiative
in moving to a new round? Do the stakes
go up as one proceeds higher in the contest?
Do additional rounds increase the cost of
decision-making?

The number of rounds that are part of any

structure have a significant effect on the way a

contestant approaches the problem of winning a

contest as a whole. The greater the number of
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individual rounds that must be won, the more important

it is to maintain reserves in order to be successful

during the latter stages as well as in the first.

The runner who attempts to race a mile as if he

were running a 50-yard dash may lead the field

temporarily, but he may collapse before reaching

the end of the race.

A court battle may be won in a single round.

The winner does not automatically proceed on to

another decision point after receiving a positive

verdict in a trial court. However, the loser in

a civil case does have the right to appeal the

decision to the next higher court. To maintain his

positive decision, the winner will have to continue

entering rounds as long as the loser has additional

recourse to a higher court, and wishes to pursue

it. One of the risks of going to a higher court

is that the costs of appeals initiated by the loser

may reduce the value of a winning decision, if such

a decision is indeed gained. Prosecutors of criminal

cases are precluded from re-entry if they lose the

first round. However, the defendant can force the

prosecutor to enter a number of future rounds, as

long as a judgment against the accused is reached.

A legislative battle is never won in a single

round. Affirmative action by a sub-committee is a
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prelude to action by a full committee which is in

turn a prelude to action by one chamber. The

process is repeated again in the second house. So

many "tilting mechanisms" are a part of any legislative

body that legislation is an expensive method for

reaching collective decisions. Legislators can lessen

the costs of legislative battles by reducing the

number of effective rounds or veto points through

which a bill must pass. Relatively non-controversial

bills supported by a considerable majority of any

legislature may be placed on special calendars for

relatively speedy action. The United States

Senate carries on a large volume of its business

under the rule of unanimous consent. Each Senator

restrains from using his potential individual veto

in order to proceed with the general business.

However, Senators do not restrain from using their

potential vetoes when controversial matters arise.

These must pass the full gamut of potential rounds

before they proceed to a final vote.29

The market is one continuous series of rounds,

No one knows for sure who has won and who has lost

at any particular round, unless someone has to declare

bankruptcy. Because of the relatively free entry and

re-entry, no competitor can be sure of his future cap-

acity to keep "winning." Ether contestants are always
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waiting for the appropriate moment to enter or re-

enter the game.

An election has a limited number of formal

rounds even though there may be a larger number of

informal rounds which precede it. Contestants running

for local office assume liability to pursue no

more than two formal rounds--the primary and the

final election. Winning at the primary may operation-

ally constitute a win at the final election. However,

someone who enters the race for President of the

United States has to contemplate many more formal

and informal rounds. A Presidential aspirant may be

defeated early in the game by losing a state's

preferential primary election. Or, he may lose several

of the early rounds and still capture the office.

Winners of the preferential primary elections have

not always received their party's formal nomination.

Early wins are not a sure prelude to a long-run win.

When there is an explicit performance criteria

made known to both winners and losers, does this

affect future strategies of participants? Elections

provide clear objective wins or losses. The post-

mortems are perhaps of no direct benefit to a part-

icular candidate, since he may not be in a position

to run for office again. However, a political party

has a memory system and can learn from the experience
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of having lost in a particular race. Defeat of a

candidate at one round may provide the party organization

with information on how- to win in succeeding rounds.,

Written justification for judicial decisions

enable those who are defeated to learn the reasons

for their defeat, and consequently to change future

strategy. On the other hand, decisions made in the

administrative setting may not provide any explicit

information as to who won and who lost, and the

reasons for decisions. Those whose proposals have

been defeated in a hierarchical structure may usually

appeal the decision to a higher authority, but

frequently they will not know the grounds for earlier

negative decisions. Consequently, they are at a

disadvantage in later rounds and appeals.

Voting Rules

Who votes? What formula is used to determine
the weight of each voter? What proportion
of the total voters must be in agreement to
initiate action? Conversely, what proportion
of the total voters can block action? Is
voting open or secret? Dues the contest make
it clear what is being resolved by the vote?

In some contests, the participants are also

the decision-makers or voters. In other words,

besides vying for a positive decision from others,

at some point they, the contestants, will register
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their own preferences. Market and legislative

structures are specific examples. In a market

structure, voting occurs continuously an.. individuals

buy and sell commodities at varying prices. The

outcome is a continuous process--an oscillating

equilibrium. everyone is able to register his own

preference to some degree. Refusing to buy or sell

does affect the final outcome. Votes are weighted

according to the monetary resources that an individ-

ual can bring to bear. Those with the most monetary

reserves can exercise the greatest power by either

registering their preference for goods when the

price is high, or refusing to sell when the price

is low. Those with limited monetary resources are

not able to exercise as effective a voting power.

They may not be able to buy the goods for which

they have strong preferences--the price may be

too high even though their preferences are strong.

They may not be able to withhold goods when the market

price is too low.30

The legislator who initiates a proposed bill

can vote on his own proposal. In terms of the final

vote in a legislative assembly, each legislator has

an equal vote. If the legislative body is relatively

small, each vote has considerable weight. In a

large legislative body, a single vote does not have
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much weight.31 Some legislators hold positions which.

give them potential veto powers during some of the

preliminary rounds of a legislative contest. The

chairman of an important sub-committee or committee

may be able to vote proposed legislation by pocketing

the bill and allowing it to disappear. His own weighted

position during the early rounds provides this legis-

lator with a valuable resource in attempting to gain

approval for his own legislation. His offer of vote-

trading carries far more weight than does the offer

of a freshman legislator without an important position

on any of the committees. In the main, no one

legislator can dominate a legislative process, but

some of the legislators who hold the more important

positions or potential veto spots dc have more

power in determining which legislation is passed. 32

Contestants in a judicial contest cannot vote at

all. They are dependant upon the decision of an

outside "objective" observer. Either one or both

participants may find that the final decision was

considerably different from their own preferences.

Stipulated agreements are an attempt on the part of

the litigants to decide their own case and ask the

court to legitimize their decision. If the judicial

decision-maker is a collective body, many of the

dynamics of coalition formation may exist within the
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decision-making unit itself, thus making it similar

to small representative assemblies.33 While

contestants in an election may vote, and their vote

carries the same weight as any other vote, the number

of voters is usually so large that the individual

contestant has little or no control over the outcome.

His position is similar to that of the litigant appealing

to a separate, disinterested decision-maker. Disputes

within firms and families are usually submitted to

some higher authority who functions somewhat like a

judge in bringing down a decision binding on the

parties in the dispute.

Voting rules vary significantly as to what

proportion of the voting population must be in

agreement prior to initiation of action. Whenever

fifty per cent plus one vote is the formula used to

determine the winning coalition, it is almost as

difficult or as easy to block action as it is to

initiate it. One vote can determine who wins or

who loses. In contests where there are frequent

possibilities for re-entry, winning by one vote is

not a very sure victory. Such a slim majority is

an open invitation for the losers to try to engage

again.34

When more then fifty per cent plus one is needed

to form a winning coalition, it is easier to form a
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blocking coalition than to form the winning coalition.

The larger the proportion of the voters required to

gain a winning coalition, the greater the necessary

cost in time, money and in lost opportunities, to

gain agreement. However, the smaller the proportion

of voters required to gain a winning coalition, the

greater the possible deprivation or harm that the

winning coalition can impose on the losing coalition.

Consequently, voting rules vary from. requiring only

a small proportion of agreement on relatively

insignificant matter (most representative bodies and

voluntary associations delegate housekeeping functions

to small executive committees) to requiring a very

large proportion on important matters such as changing

a constitution.35 A relatively large, but losing

coalition may be willing to submit without challenge

to disagreeable, but relatively unimportant decisions.

However, even a small, defeated minority may be

unwilling to submit without violence to a decision

it finds intolerable even though this decision has

been agreed upon by the majority.

In cases where individuals are held accountable

to others for how they act in the public trust,

voting is usually open and frequently recorded.

Roll call voting in a legislature and signed decision*

in a court, enable the public to evaluate the
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decisions that legislators and judges make, and to

hold them accountable for such decisions. Voting in

elections, on the other hand, is usually in secret in

order to prevent each citizen from being accountable

to a party or boss for how he voted. No one can determine

how a specific individual votes. This inability to

prove how one has voted gives each citizen a freedom,

and consequently, the power to use his vote as he

wants. Since he cannot prove how he voted, no one

is willing to pay him very much for his vote. As a

result, citizens can hold public officials accountable

to them, and not vice-versa.36 The secrecy with which

decisions are made within firms and families reduces

the accountability of those making the decision to

those who are affected--unless the two are identical.

The issues in legislative and judicial contests

are usually made quite specific. Separate issues

are voted upon at different times so that those who

vote usually know what is to be decided. However,

even in legislative and judicial contest, diverse

problems may be packaged together so that the

individual voter is faced with a dilemma in how to

vote on the entire package. In fact, a skillful

legislative politician will attempt to package

several bills together to create a mixed bundle which

is composed in such a way that there are slightly
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more legislators in favor of the full bundle than there

are against the full bundle. Log-rolling is usually

condemned for the lack of clarity when several

diverse bills are coupled together.

A complex of issues may be presented simultaneously

to a court. While the decision of the court may try

to separate out the various matters at issue, the

court must make a single recommendation. Elections

which function to select individuals for public

office frequently do not clarify the issue at stake.

Each contestant enumerates his platform in the most

general manner possible so as to appeal to a majority

of the voters. When many issues are packaged together,

few can be isolated as the critical issue upon which

the "decision" was made. While winning politicians

claim they have a "mandate", it is frequently

unclear what they have a mandate to do.

Payoff and Side-Payment Rules

What is the nature of the payoff matrix? Do
the respective payoffs to all players
sum to zero or to a positive or negative
constant number? Do the respective payoffs
to all players sum to variable positive or
negative numbers? In zero-sum games, are
players allowed to offer side-payments to
reduce the severity of the mutually ex-
clusive outcomes? What is the extent of
the payoff or side-payment? Does the contest
tend to develop into a punitive game in
which all players are worse off? In non-
zero sum games, are their means for enforcing
cooperative strategies on all players?
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Formal game theory has been devoted primarily to

the analysis of games characterized by a payoff matrix

Oat sums to zero, or the zero-sum game. What one

person wins, others lose. If people are forced to

play these games, an optimum strategy or mix of

strategies exists for every player which leads to a

determinate solution of the game. By playing the

optimum strategy, each player guarantees himself the

best possible outcome (i.e., the "least worst" outcome).37

However, in real life, potential losers would not

willingly enter contests which are zero-sum in

nature. Potential winners would need to offer side-

payments to potential losers to induce them to play.38

As soon as the possibility of side-payments are intro-

duced, the strategic considerations and the determinate

nature of zero-sum games are no longer applicable.39

Many artificial conclusions reached by social scientists

who have used game theory to analyze political decision-

making contest, stem from their assumption of the zero-

sum condition.

Even elections, which are frequents cited as good

examples of a zero-sum game, are rarely zero-sum in

nature. The losers in an election do not lose the

same amount as the winners win. If this were true,

the loser of a Presidential election would be stripped

of an amount of power equal to the power of the
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Presidency. Not many respected politicians would be

willing to run for the Presidency under this condition.

Those who ran would be relative "dare-devils"--willing

to risk all in order to have a chance at such a

large prize.40 If anything, elections more nearly

resemble a constant-sum game. Winners receive a

prize. The losers do not receive a prize. The

prize does not come out of the losers pocket.41

Few elections in the western world are, strictly

speaking, even constant-sum games. Side-payments are

offered to the loser so that both winner and loser

may gain something from the contest even though the

winner gains more. The British parliamentary system

offers an official and respected role as Leader of

the Opposition to the defeated party's leader.

The side-payment or prize offered to the defeated

candidate for the President of the United States

is not as clearly defined or as satisfactory in

reducing the constant-sum aspects of a Presidential

election. However, the defeated candidate usually

remains a respected and honored politician, and titular

head of the opposition party. Side-payments for defeated

politicians at lower levels may come in the form of

additional business or professional opportunities and the

maintenance of respect within the social commun-

ity. A defeated candidate for Congress often has
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more prestige in his home community than if he had

never run for office. The side-payment is the capacity

to increase one's social status by running a good

race and being a good loser.

Most of our civil service legislation has been

adopted to insure that the winners do not take all

the spoils and force the losers to bear all the costs.

Within administrative agencies, the security of pos-

ition enables professional administrators to take

stands without fearing that they will lose all to

someone else if they are defeated. Even court

decisions, which could have the characteristics of

zero-sum games, frequently reflect an attempt to find

a moderate or "middle-of-the-road" solutions.42

Superiors in a bureaucracy asked to mediate a dispute

among subordinates normally attempt to find a

solution that will not represent a clear-cut win for

one and a clear-cut loss for the others.

Instead of being a zero-sum game, most decision

mechanisms have payoff functions which assign a mixture

of goods and bads to all participants. The political

news analysts of the day frequently comment that it

is difficult to determine who won and who lost a

heated political contest. Decision-making structures

function well when most participants feel that they

are better off for having engaged in the contest. What
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motivation is there for individuals to engage in

peaceful methods for resolving problems of conflict

and coordination in the future if contestants feel

that they are consistently worse off for relying upon

formal decision mechanisms? If, for example, the

legislative contest really functioned to assign the

capability to fifty per cent of the legislators

plus one, to "take" benefits from fifty per cent

of the legislators less one vote, those who are

"taken" could easily resort to violence in an effort

to right such wrong. If a minimal winning coalition

exploited the possibilities of "taking" the losers,

winners and losers alike might find themselves

playing a long-term negative-sum game for everyone

involved.

Since every individual has capabilities for

destruction, any inter-dependent decision-mechanism

can devolve into a negative-sum game for all as

soon as "winning" coalitions seriously attempt to

raid the losers. In the long run, no one benefits

from these strategies. War, rebellion and civil

strife are the eventual results of any continued

attempt on the part of winners to impose significant

costs on losers. Experienced participants in the

use of inter-dependent decision-mechanisms are aware

of the potential costs involved in punitive raids or
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violence. One would expect that the older, more

experienced participants would attempt to reduce the

probability of devolution into a negative-sum game

by restraining the tendency among unexperienced

participants to take as much as they could get

while they were part of a winning coalition. For

example, the majority and minority leaders in the U.S.

Congress work closely together to avoid the long-run

possibility of punitive raids by temporary majorities

on temporary minorities, even though the leaders

are criticized by the younger members' of their own

party. Skillful use of bargaining, commitments,

threats and enforcement mechanisms enable players

interested in the long-run viability of these

decision mechanisms to devise payoff matrices

that resemble positive -sum games against nature.

This does not deny the competitive element in all

of these contests, but rather stresses that people

have to guarantee that the decision structure will

produce net positive results before they can argue

about how to divide up the payoff.

Payoff functions are represented in formal

analysis as a single number representing an approximation

of the net positive or negative payoff to each person

when he and others follow specific strategies. The

single entry may tend to mask the mix of positive
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and negative outcomes that flow from the actual

operation of inter-dependent decision structures.

For example, a legislator contemplating the payoffs

if he votes for a certain piece of legislation

and if at least a winning minimum coalition also

votes in favor calculates 1) the possible number

of voters in his district who will vote for him at

the next election as a result of his vote, 2) the

possible number of voters in his district who will

vote against him at the next election as a result

of his vote, 3) the probability that an important

committee chairman will take adverse action on

future proposals he makes, 4) the benefit he will

receive from the promise of help from another

committee chairman, 5) the increase (or decrease)

in respect that he will gain from his immediate

staff for voting in this legislation, 6) the positive

(or negative) response he will receive from an import-

ant future donor to his political campaigns, and 7)

the probability that any and all of the various

people who could reward or hurt him as a result

of this vote informing themselves of the way he

voted. Conceptually, one can sum the positive

or negative elements into a single net positive or

negative term represented as one element in a payoff

matrix. However, the payoff involves such diverse
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benefits and costs as a flow (or lack of flow) of

votes, a threat to prevent a future event, a promise

to help in the future, an increase or decrease in

respect, possible fluctuations in monetary support

and an evaluation of the probability of information

becoming available to the sources of these positive

and negative payoffs. Evaluation of the Affect of

different types of payoff functions on the strategies

employed in real inter-dependent decision structures

will need to break up the components of payoff

functions so that the differential effect of promises

or threats of different kinds can be evaluated.43 In

addition, we need to study the types of enforcement

mechanisms that have been devised to provide

credibility to the threats and promises made within

the context of inter-dependent decision mechanisms.

It is not necessary to study the effect of

enforcement mechanisms within the context of zero-

sum games theory. Since zero-sum games are determinant,

there are no inherent advantages to a specific individ-

ual to "cheat". All players know what every player's

best strategy is. No matter what a player says to

his opponents, it is impossible to make a credible

threat or promise when there is only one best

strategy or mix of strategies for every player to

pursue and every player knows this. However, as
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soon as a game becomes a variable-sum game against

nature, many opportunities for threats, promises and

cheating are created. Consequently, those interested

in the continuity of a decision structure must

devise enforcement mechanisms which offer positive

side-payments to those who keep their commitments

or threaten negative side-payments to those who cheat.

Enforcement mechanisms not only help to prevent

cheating, they enable individuals to bind themselves

in varying ways so as to give them power in their

negotiation with other participants in the bargain-

ing games.44 All inter-dependent decision structures

have some kind of enforcement mechanisms which

function to change overt payoff functions so as to

encourage some kinds of strategies and to discourage

others. Efficient enforcement mechanisms may enable

individuals to turn a game which has a possibility

of a negative payoff for all into a game with

positive payoffs for all. For example, the game

known as the "Prisoner's Dilemma" would no longer

be a dilemma if there were an appropriate enforce-

ment mechanism. Such a mechanism would change the

payoff matrix so that both players would adopt a

cooperative strategy. The existence of a third party

would punish any violator of trust in a more severe

manner than the worst possible outcome in the overt
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payoff matrix, would lead each player to take the

strategy that would leave both players in a better

position. Thus, if both "Prisoners" were members

of a gang with an enforcement system of its own, which

punished "state's witnesses" with a longer confinement

than the public jails, both prisoners would refuse

to talk and both would be better off than if they

both had talked.

Because so many of the games of life can become

a "Prisoner's Dilemma" game, all constitutional

forums have devoted considerable time to the types

of sanction (or threats) and enforcement mechanisms

(or means for carrying out threats) that an assoc-

iation of individuals wish to adopt. While maximizing

"utility" by engaging in an exchange of'. "goods" has

always appeared to be rational behavior, the commit-

ment to exchange "bads" has frequently appeared to

have the aura of irrationality or mysticism. It

has seemed somehow irrational to some that people

would voluntarily agree to submit to a system of

organized violence. However, taking a long-run

perspective, it becomes rational to agree to abide

by a set of rules which would invoke sanctions against

particular behavior, if an individual felt that he

would be better off in the long-run under the operation

of such a rule. Individuals will voluntarily agree
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to allow sanctions to be imposed on themselves if

they perform a specific act which has potential harm

to others, as long as the same sanction would be

imposed on anyone else who performed the same act.

The total harms that could happen to individuals

from the consequences of other's acts, may be far

greater than the total benefits that any individual

might accrue if he were allowed to undertake any

action he wanted.

As with deterrents at the international level,

there are more or less efficient sanctioning and

enforcing mechanisms. Any study of interdependent

decision mechanisms does need to examine the type

of positive and negative payoffs that may flow from

the continued play of a contest and the mechanisms

that contestants have devised for enforcing their

promises and their threats.

Enforcement mechanisms are costly. A perfect

sanction would be one that never needed to be used

because all the players would follow the most

appropriate strategy. No one would have to pay the

cost of invoking a sanction. However, no sanction

is credible unless there is an enforcement mechanism

ready and able to invoke it. In other words, sanctions

must be credible to change strategies. To maintain

credibility may involve a high cost. Continued
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investment in enforcement mechanisms until the marginal

cost of additional investments equals the marginal

benefit to be derived from changing individual behavior

would appear to be a rational strategy for individuals

to follow.

* * * * * * * * * *

The paradigm presented above begins to sketch

in the type of analysis that one could undertake

when examining the affect of decision-making structures

on individual behavior. It is hoped that the paradigm

will be of help in stimulating further theoretical

and empirical work on the relation between the

structure of decision-making mechanisms and the

strategies individuals employ when attempting to

reach solutions to problems through the utilization

of different structures.
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FOOTNOTES

1This is a question that James M. Buchanan
has posed in several instances. For example:

The orthodox implication of Pigovian
welfare economics follows only on the
assumption that individuals respond to
different motives when they participate
in market and in political activity.
The only behavioural model appropriate
to the Pigovian analysis is that which
has been called 'the bifurcated man.'
Man mist be assumed to shift his psych-
ological and moral gears when he moves
from the realm of organised market
activity to that of organised political
activity and vice-versa. Only if there
can be demonstrated to be something
in the nature of market organisation,
as such, that brings out the selfish
motives in man, and something in the
political organisation, as such, which
in turn, suppresses these motives
and brings out the more 'nobel' ones,
can there be assumed any 'bridge'
between the orthodox externality
analysis and practical policy, even
apart from problems of specific policy
prescription.

James M. Buchanan, "Politics, Policy and the
Piqovian Margins," Economica, X(IX (February 1962)

2By strategy, I mean the program of action
that an individual adopts and plans to implement in
any type of decision mechanism. Individuals may
modify their strategies in light of the outcomes from
past decisions. In other words, the strategy of
one individual may affect the strategy of another
individual. See Peter C. Fishburn, Decision and
Value Theory (New York: John Wiley & Sons, 1964),
Ch. 2. See also Thomas C. Schelling, The Strategy
of Conflict (Cambridge, Massachusetts: Harvard
University Press, 1963), p. 15 for a discussion of
how the strategy of an individual man may be
dependent upon what he thinks others will do.
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3 The phenomenon called "anomie" may reflect
an attitude on the part of the anomic person that
all of the political, economic and social contest
in which he might participate are rigged against
him. He does not want to participate in them because
he does not foresee how he can improve his position
through participation.

4 Consequently, the strategies adopted by
individuals in those contests in which they predominately
engage may closely resemble their internal value
orderings. The distinction developed here between
strategies and internal value systems should not
be interpreted as an argument that there is no
relationship between the strategies men adopt and
their internal value systems. The distinction is
wade in order to stress that there is no necessary
a priori assumption that the behavioral characteristics
of individuals perfectly reflect permanent internal
value orderings. It is a necessary distinction
in order to develop a unified model of rational
man selecting different strategies as he functions.:.
in different decision-making arenas.

5 Those who are incapable of adopting different
strategies as they change arenas, may face failure
in those arenas where their "'standard" strategy is
inappropriate.

6 He may, of course, think of nature as a
thinking, rational being that he has to take into
account in his plans. However, one-man "games
against nature" can usually be reduced to probability
statements in which potential actions can be viewed
as alternative gambles.

7 See R.D. Luce and H. Raiffa, Games and
Decisions (New York: John Wiley & Sons, 1957),
Anatol Rapoport, Fights, Games, and Debates (Ann
Arbor: University of Michigan Press, 1960), and
Thomas Schelling, Op. cit.

8 Individual roles may contain some of the
same strategies, but the set will not be identical.

9 These characterizations of role are similar
to those of John C. Wahlke and associates who have
named these behavioral regularities as "Tribune"
and "Broker." See John C. Wahlke, et al. The
Legislative Systerm (New York: John Wiley &Sons,
1962) pp. 245-266.
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10 For example, see Edward Robinson, The
Structure of Competitive Industry (Cambridge,
England: Cambridge University Press, 1959).

11 The concept of games used here is congruent
with that used by Anatol Rapoport. Rapoport states
that games are characterized by situations where
"I) there are conflicts of interest, 2) a number
of alternatives are open at each phase of the situation,
3) people are in a position to estimate consequences
of their choices, taking into consideration the very
important circumstance that outcomes are determined
by not only one's own choices but also by the choices
of others over whom one has no control." See Anatol
Rapoport, Op. cit., p. 108.

However, the analogy between actual contests
played in the real world and formal games is limited.
Formal games can be totally described in terms of
their rules. See Martin Shubik, Strategy and Market
Structure (New York: John Wiley & Sons, 1959), p. 4
The games of life are far too complex to describe
totally.

12 See John R. Commons, Legal Foundations of
Capitalism ( ), for a
discussion of the effect of rules on behavior.
In essence, the working of rules in any concern defines
the permissions, compulsions, capacities and in-
capacities of an individual in that enterprise.

13 Ibid., p. 68.

14 The relationship between the formal and
informal rules of a contest may enable one to pre-
dict the stability of the contest over time. When
the operational rules function within the formal
rules, a system of law exists which has considerable
stability. Relatively reliable predictions can be
made about the behavior of individuals within this
structure. However, when operational rules are
at variance with formal rules (when formal rules
are unenforceable) an unstable structure exists.
It may be difficult to make accurate predictions
about behavior within the structure. Side-payoffs
may be negotiated outside the formal rules of the
game. Individuals may rely upon force to impose
decisions upon others. When operational and formal
rules vary significantly, individuals will attempt 1)
to make the operational rules conform to the formal
rules, 2) to change the formal rules to make them
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similar to the operational rules, 3) to devise a
better set of both formal and informal rules, or 4) to
negotiate out every decision. The last strategy
is the most costly.

15 Martin Shubik, Strategy and Market Structure
(New York: John Wiley & Sons, 19, p. 281.

16 See Frank Knight, Risk, Uncertainty and
Profit (Boston: Houghton, Mifflin Co., 1921),
and Arthur Maass et al., Design of Water-Resource
Systems (Cambridge, Massachusetts: Harvard Univ-
ersity Press, 1962), Ch. 3.

17 See G.L.S. Shackle, Decision, Order, and Time
in Human Affairs:(Cambridge, England: Cambridge
University Press, ).

18 Many political analysts have argued that
the Cuban Crisis which was predominantly provoked
from outside the American political system, was a
factor which was not taken into account when the
election campaign started. Khrushchev, in essence,
was another player in the game. American politicians
were not able to attach probability statements to
the possible moves he might make which would affect
their own potential payoffs. Information was not
complete, nor could not become complete.

19 James D. Thompson and Arthur Tuden have
made an interesting analysis of the relationship
between the amount of agreement of goals and means,
and the appropriate organizational form and strategy
within the organization to accomplish joint action.
This also relates to the type and amount of inform-
ation that will be conveyed within a particular
type of structure. Thompson and Tuden state that
a representative body is the most appropriate decision
structure when there is general agreement on the
priority of objectives. Within that structure, they
posit that a "compromise strategy" is the most
appropriate. By "compromise strategy" they mean
that there is a need for full exchange Lf information
concerning the preferences of different individuals,
so that a bargain can be struck among individuals
as to which joint objectives they will undertake.
One can assure from their analysis that they would
also argue that individuals would seek cut a rep-
resentative body as the mist appropriate decision
structure when they disagree upon goals, but agree
upon the general methods for accomplishing various
objectives.
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Continuing with the logic of their presentation,
a "rational bureaucracy" is the most appropriate
organizational structure and a "computational
strategy" the optimal strategy when individuals
agree upon objectives and also agree upon which
means should be used. Here information is limited
primarily to a discussion of the most efficient
way to perform a particular function. When there
is agreement upon objectives, but disagreement about
the best way to accomplish joint goals, Thompson
and Tuden argue that a collective executive or coll-
egial body is the appropriate organization structure
and a "judgmental strategy" is the most likely
strategy. Information is limited to discerning
the facts of the individual, sc that a decision will
take into account the specifics Lf a particular
instance. When there is disagreement on both
means and ends, Thompsen and Tuden see hope only
in a "charismatic movement" and an "inspirational
strategy." Information concerning differences
among individuals is played down and emotional
appeals are utilized to mobilize individuals to
joint action toward some amorphous goals.

See "Strategies, Structure and Processes
of Organizational Decision," in James D. Thompson
et al., Comparative Studies in Administration
Pittsburgh: University of Pittsburgh Press, 1959),
pp. 195-216.

20 See Morton Deutch and Robert Krauss, "Studies
of Interpersonal Bargaining," The Journal of
Conflict Resolution, VI (March 1962), pp. 52-76.

21 See Sidney Siegel and Lawrence E. Fouraker,
Bargaining and Group Decision Making (New York:
McGraw-Hill Book Co., 1960), p. 70.

22 See Charles E. Lindblom, "Bargaining:
The Hidden Hand in Government" (Santa Monica:
The RAND Corporation, 1955).

23 George Stigler has argued that "when
a commodity accounts for a relatively large share
of a household's: income the buyer will be able to
save substantial amounts by acquiring information
on the asking price of various sellers of that
commodity, and will consequently acquire more such
information than if a commodity accounts only for
a small part of the household's income."

George J. Stigler, "The Economics of Information,"
Journal of Political Economy (June 1961),pp. 213-229.
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24 See Gary S. Becker, "Competition and
Democracy," The Journal of Law and Economics I
(October 1958 pp. 97-104 where he argues
that it does not pay to be well-informed, or
even to vote in electoral structures.

25 Gordon Tullock, Politics of Economics
and of Politics ( mimeo ).

28 Ibid.

27 For example, Homer E. Capehart of Indiana
was probably far too optimistic when he ran for
his fourth term. He did not expend the time or
energy of his young opponent, Birch Bayh, in the
apparent assumption that he would win without
such effort. When asked whether he had been over-
confident, Capehart replied: "Everybody else
was, and naturally it rubbed off on me. There
wasn't a poll or a professional prognosticator who
predicted I would lose. If 100 people or three
newspapermen had told me we were in trouble, we
would have won." Newsweek, Nov. 19, 1962, p. 37.

28 See C.P. Snow, Science and Government
(New York: The New American Library, 1961).

29 See Howard Shuman, "Procedural Rules and
the Substance cf Policy," in Legislative Behavior,
ed. by John C. Wahlke and Heinze Eulau (Glencoe:
The Free Press, 1959) for a discussion of the
effects of formal legislative rules on the nature
of public policy. See also Lewis A. Froman, The
Congressional Process, Strategies, Rules and
Procedure (Boston: Little, Brown and Co., 1967).

30 The "freedom" of the market does not mean
that a buyer or seller is free to buy and sell any
quantity of goods at any price. The individual may
face as inflexible decision in a market as in a
master-servant relationship. See Henry M. Oliver,
"Economic Value Theory as a Policy Guide," Ethics
LXVII (April 1958), p. 191.

31 A single vote may become a valuable resource
to others when they are organizing a winning co-
alitiocn. Consequently, the individual legislator
may use his capacity to vote on other measures as
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a resource to help him build a winning coalition
for his own measures. Vote-trading is a persistent
strategy in all legislative bodies.

32 When any particular legislator hold a number
of different vets positions, he may be able to
dominate a legislature for some time. The Speaker
Lf the House of Representatives used to held so
many possible veto positions that most legislators
had to come to terms with him in order to gain approval
for their proposals. This extreme domination led
to the revolt and the consequent elimination of some
of the Speaker's veto positions.

33 See Walter F. Murphy, Elements of Judicial
Strategy (Chicago: University of Chicago Press, 1964).

34 This is contrary to William Riker's
assumption that the leader of a potentially winning
coalition will attempt to add votes to his co-
alition until he has the minimal winning coalition
and none thereafter. According to Riker, only under
conditions of imperfect information will a larger
than minimal winning coalition be constructed. Riker's
analysis is built on two assumptions. The first is
that the legislative game is a zero-sum game. The
second assumption is that a win at one round constitutes
a final win. I disagree with both assumptions. A'
legislative game is a mixed conflict-coordination
game, with many rounds. Legislators can build
larger payoffs by cooperative action, in many cases,
than they could by strictly competitive actions.
However, conflicts may arise as to how the larger
payoff is divided. One payoff that legislative
leaders take into account is the reduction in the
cost of further battles. If only a minimal coalition
is possible, the losing coalition has a good chance
of renewing the battle at the next session or in
one of the other discussion structures. If a larger
than minimal coalition can be accomplished, everyone
may be better off in the reduced cost of future
decision-making. It would appear that the winning
coalition of Supreme Court Justices attempt to go
beyond the minimal coalition whenever possible so
as to reduce the cost of still future appeals
opened up whenever there is a 5-4 decision. See
Murphy, Op. cit., pp. 56-68.

35 See James Buchanan and Gordon Tullock,
The Calculus of Consent (Ann Arbor: The Univ-
ersity of Michigan Press, 1962), for a discussion
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of the calculus involved in determining the appropriate
voting rule for different problems.

36 See Schelling, Op. cit., Ch. 2.

37 Anatol Rapoport, Fights, Games and Debates
(Ann Arbor: University of Michigan Press, 1960).
p. 134.

38 Side-payments are inducements offered by
one player to another outside the formal rules of
a game.

39 In other words, side-payments most frequently
do not conserve utility in the real world. Karl
Deutsch has pointed out that one of the problems in
applying game theory to the analysis of political
life has been that game theory does not allow for
canges in performance characteristics, for changes
in the rules of the game, or generally for innovation.
See "Game Theory and Politics: Some Problems of
Applications," The Canadian Journal of Economics
and Political Science XX (February 1954),pp. 76-83.

40 Joseph La Palombara and Myron Weiner have
pointed out that:

If a defeated politician has no other
occupation, source of income, or source
or rewards than politics, an uncompromising
desperate style may characterize his
political behavior. In contrast, a
politician who knows that if he is
defeated within the party or by the
opposition other opportunities are
open to him--that he may move into the
House of Lords, become an ambassador,
run for lesser office, or return to a
lucrative law practice--can afford to
accept political defeat with some grace.
Such differences may help to explain the
violence that characterizes politics in
many new nations. In this connection,
it is important to note the function of
honorific positions of status without
power as a compensation for defeated
politicians. Powerless upper houses
in bicameral legislative systems are not
without purpose.

See "Political Parties and Political Development:
Observations from a Comparative Survey" Items XX (March
1966), p. 4.
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41 This is a major difference between a
Republican form of government and a Monarchy.
Holders of official positions do not own the positions
they hold. Thus, even a defeated incumbent does
not give his own private property ever to the winner;
while a monarch has a claim to the office he holds
as part of his property which he can pass t his
offspring. If he loses a coup d'etat he has to pay
the winner from his own property.

42 See Vilhelm Aubert, "Competition and
Dissensus: Two Types of Conflicts and Conflict
Resolution," The Journal of Conflict Resolution
VII (March 1963), p. 40.

43 Robin Marris has attempted to do just this
in his analysis of the payoff structure to the managers
of large private corporations. He includes such
factors as "dynamic aspiration," "Self-identification,"
"class orientation," "desire for power," "status,"
"wealth," and "personal security." He concludes
his analysis by postulating a managerial utility
function "...consisting of two variables, growth
and security. We represent the former by the growth
rate of gross assets and the latter by the valuation
ratio. The former acts as an indicator of the several
satisfactions associated with scale (salary,
power, prestige) and the latter as a pr-xy for
both security and other utilities, including
class orientation...."

The Economic Theory of 'Managerial' Capitalism
(London: Macmillan and Cu., Lt., 1964), p. 48.

42 Schelling, Strategy of Conflict, Ch. 2.
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