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Abstract

This article tries to investigate people’s
choices of moral behavior in different

circumstances. This study differs from G.

Akerkof (1980, 1983) in two cssential points:

(1) peoples are different in their moral
tendencies from the beginning. All decision-
makers are divided into two groups: the
“honest” and the “dishonest”, then they
interact with each other. (2) Tendency is
different from behavior. All kinds of people
honest behavior

are free to choose

(cooperation) or  dishonest  behavior
(betrayal), may be in mixed ratio, in their

own interests.

The honest people prefer cooperation to
other strategy unless self-defense is needed.
Betrayal is the dominant strategy for
dishonest people unless there is efficient
social sanction. Any one adopts the strategy
of betrayal has to pay the cost of social
sanction, besides the honest people has an
extra cost of disutility from a guilty

conscience.

Two kinds of games are studied: static
imperfect information games and static
Bayesian games. The major results from

comparative statics are

(1) increasing the benefits of betrayal will
increase the equilibrium probability

assigned to the strategy of cooperation
for both the honest and the dishonest
people in both kinds of games.

(2) In static Bayesian games, population
with higher ratio of honest people will
result  in  higher  equilibrium

probability of adopting cooperation

strategy for both kinds of people.

(3) More severe guilty of conscience will
push honest pedple In static games to
increase their probability of adopting
cooperation strategy, but the effect on
the dishonest people is not sure. In
static Bayesian games, the effects on
the  equilibrium  probability of

adopting cooperation strategy are not

sure for both kinds of pepole.

(4) The effects of changing severity of
social sanction on the equilibrium
probability of adopting cooperation
strategy are complicate, that depends
on other factors like the ratio of honest
people, the benefits from betrayal, and
even the imtial severity of social

sanction.
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