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Abstract

We study certain classes of supermodular and submodular games which are sym-
metric with respect to material payoffs but in which not all players seek to maximize
their material payoffs. Specifically, a subset of players have negatively interdependent
preferences and care not only about their own material payoffs but also about their
payoffs relative to others. We identify sufficient conditions under which members of
the latter group have a strategic advantage in the following sense: at all intragroup
symmetric equilibria of the game, they earn strictly higher material payoffs than do
players who seek to maximize their material payoffs. We show that these conditions are
satisfied by a number of games of economic importance, and discuss the implications
of these findings for the evolutionary theory of preference formation and the theory of
Cournot competition.

JEL Classification: C72, D62.
Keywords: Interdependent Preferences, Supermodular and Submodular Games,
Relative Profits, Cournot Oligopoly.

*We would like to thank JP Benoit, Duncan Foley, Boyan Jovanovic, John Ledyard, Rich McLean, Roy
Radner, Debraj Ray, Ariel Rubinstein and Andy Schotter for helpful discussions. Support from the C. V.
Starr Center for Applied Economics at New York University is gratefully acknowledged.

"Department of Economics, New York University, 269 Mercer Street, New York NY 10003. E-mail:
kockesen@fasecon.econ.nyu.edu.

1Department of Economics, New York University, 260 Mercer Street, New York NY 10003. E-mail:
okefe@fasecon.econ.nyu.edu.

$Department of Economics, Barnard College, Columbia University, 3009 Broadway, New York NY 10027.

E-mail: rs328@columbia.edu.




