Inequity Aversion May Increase Inequity in



1 Introduction

Game theory usually assumes that players care only about their own mate-
rial payo s. This hypothesis is clearly refuted by the experimental evidence
in the ultimatum and related games (see Camerer (2003) for a recent sur-



The Baron-Ferejohn model has led to many applications and extensions.?



type as well as to some functional forms of the Bolton-Ockenfels type. Sec-



to i having the highest payo both before and after the donation, so that the
donation reduces i’s disutility from advantageous inequality with respect to
all players. In this case, the change in utility is =2+ —=7 (22) + —



If instead the lottery is played, we have
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responders only get about 0.18; for =



better-o . Thus, y = % cannot be an equilibrium because the responders
would strictly prefer the proposal to pass, and the proposer could cut their


















