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How do | know that this colour is red?—It would be an answer to say: “I have learnt English”.
L. Wittgenstein, Philosophical Investigations, §381

In the beginning there was the deed.
J. W. v. Goethe, Faust I, Scene Six

I. Introduction

Ordinary people appear to use the word fair somewhat readily, rather frequently, and
quite effortlessly in everyday conversation, and yet, our understanding and use of the term in
economics can best be described as muddled. This humbling observation is nowhere more
evident than in classroom discussions on the observed behavior in ultimatum games (Guth,
Schmittberger, and Schwarze, 1982). In a standard version of the game, proposer a offers to
divide a $10 pie between responder b and himself: 10 — z for a and z for b.>? Responder b can
either accept the proposal and both individuals earn their respective amounts of cash in the
proposal, or b can reject the proposal sending both individuals home with nothing. If asked why
a proposed the modal offer of z = 5 to b, a frequently responds with, “Because that’s fair.” If
asked why b rejected z = 2 from a, b’s swift response is, “Because that’s not fair.” To both
participants, these answers more than adequately convey their intended meaning to the
questioner following the arguably artificial exercise they just completed. Yet, when we attempt
to construct our understanding of such behavior, we’re addled. An unexamined thought process
simultaneously posits that the fairness of a single event, the even split in the ultimatum game, is
both the cause for the action and the effect of it:

“Why did proposer a offer z =5 to b?”
“Because that’s fair.”

“What is a fair outcome in the ultimatum game?”
“Proposer a offers z=5to b.”

! For various results in ultimatum games see, e.g., Roth (1995), Forsythe, Horowitz, Savin, and Sefton (1994), and
Hoffman, McCabe, Shachat, and Smith (1994).
2| will use the ultimatum game as the common example throughout the paper to elucidate the meaning of fair in
economics, but the implications derived herein are not limited to this game and would apply with the same force to
other experimental games that invoke “fairness”. An appendix considers the dictator game.
® | am indebted to Vernon Smith for pointing out this circularity in similar questions. Nietzsche, in his essay, On
Truth and Lying in the Non-moral Sense, raises a similar point about “honesty” and then pertinently describes how
the many dissimilarities in honest actions are lumped together via the same concept:
We call a man honest; we ask, ‘Why did he act so honestly today?’ Our answer is usually: ‘Because of his
honesty. Honesty!—yet again, this means that the leaf is the cause of the leaves. We have no knowledge of
an essential quality which might be called honesty, but we do know of numerous individualized and hence
non-equivalent actions which we equate with each other by omitting what is unlike, and which we now



Thus, it appears, as Fehr, Kirchsteiger, and Riedl (1993) succinctly put it in their opening
sentence, that “fairness is an elusive term” (p. 437). Unfortunately our current understanding of
fair is not merely elusive, it is circular, and moreover admitting this to ourselves does not
disculpate us for not trying to pin down the semantics of fair in economic behavior.

This paper attempts to clarify our understanding of the everyday use of fair as we apply it
to economic behavior. Is fair a lazy label in ordinary discourse that connotes justice or equity or
impartiality? To what extent can we incorporate notions of what is fair into our models of utility
maximization? What role does human sociality play in an experience deemed to be fair? What is
the connection between a fair experience, or the private feelings of what is fair, and the public
social interaction that produces such feelings? What is the epistemological relationship between
the rules that guide fair behavior and the experience itself that is deemed fair?

Drawing upon the work of Wierzbicka (1996, 2006) | first discuss the decomposition of
fair into its semantic primitives. Semantic primitives are simple expressions that are indefinable
in themselves and which are presumed to be innate human concepts common to all languages.
One interesting clue about the content of what is meant by fair is that Fletcher (1996) and
Wierzbicka (2006) report that the word is one-to-one untranslatable into any other language, i.e.,
the concept of fair is distinctly Anglo in origin. Other languages either directly import the
English word, as in the German exclamation “Das ist nicht fair!”; fail altogether to have a
comparable word, as is the case for French; or use a single word depending upon the context to
cover the separate meanings of just and fair (e.g., justo in Spanish). These observations indicate
that the semantic concept of fair is culturally portable but not necessarily ubiquitous.

Wierzbicka’s decomposition of fair into its constituent semantic primes brings to the
foreground many subtle and perhaps hidden nuances of meaning that we rely on when we
spontaneously use fair in ordinary discourse. First, her definition illuminates in very general
terms the nontrivial differences between the meanings of justice, equity, and fairness, something
that economic formalizations of fairness conspicuously gloss over. The semantic components
also distinguish the private portions of the fairness experience from the public substratum that
supports the meaning of fair. The principal implication of this is that the meaning of fair

involves private judgments that emanate from the sociality of the individual. Fairness is neither

designate as honest actions; finally we formulate from them a qualitas occulta with the name ‘honesty’ [p.
145].



wholly intrinsic nor purely private; rather it is extrinsic and personal. By describing fairness as
personal, | mean that it is both subjectively private and objectively public (Polanyi, 1958). This
explication of fairness stands in contrast to the traditional approach of explaining fair behavior in
a public interaction as emanating from so-called social preferences in a private utility function.

Questioning the utility maximizing approach to explaining fairness may at first jar on the
ears of an economist, but we cannot ignore that within the logic of utility maximization the
explanandum of fair is a perfunctory part of the explanans, i.e., a fair offer of z = 5 is part of a
social preference for a fair outcome.* In practice, when faced with the inconvenient fact that we
cannot observe the motive of fairness in the parameters of a utility function, we set that concern
aside and assume for the moment that people know what it is so that the utility function only
explains actions. However, when we want to then make predictions based upon a utility function,
we conveniently forget that which we set aside and assume that the utility function is explicating
the motive of fairness. Simply put, explaining the phenomena of fairness with models that
presume fairness is circular.

This circularity, however, vanishes like Hume’s phantom of the night when we consider
the (later) philosophical insights of Ludwig Wittgenstein. In Philosophical Investigations (P1),
published after his death in 1953, Wittgenstein develops the concept of the language game as a
tool to guide our understanding of meaning in regularized human activity. Stern (1995) explains
that Wittgenstein coined the term “language game” to highlight the analogies between using
language and playing a game: “both are activities, things we do, and both involve the use of
rules” (p. 21). For social scientists inculcated in game theory, a language game is more than just
the strategies or actions that an individual can take in an interactive and interdependent setting.
Our actions also involve the mental predicates of feeling, knowing, thinking, and wanting that
are interwoven into the action via its concomitant language.

This notion of a language game applies equally to the actions of an ultimatum game’s
proposer and responder as well as to the theorist and experimenter as we attempt to construct our
understanding of the actions of a proposer and a responder. This latter point is important, for
with the tool of utility maximization “one thinks that one is tracing the outline of the thing’s

nature over and over again, and one is merely tracing round the frame through which we look at

* See, e.g., Bolton and Ockenfels (2000), Rabin (1993), Dufwenberg and Kirchsteiger (2004), and Fehr and Schmidt
(1999). Sobel (2005) contains an au fait summary of work built on this paradigm.



it. A picture [holds] us captive. And we [cannot] get outside it, for it [lies] in our language and
language [seems] to repeat it to us inexorably” (Wittgenstein, 1953; 8114-5, his emphasis).
Wittgenstein also shows that it is the multiplicity of meaning in our language that creates
a fictional doer, fairness, as a hypokeimenon behind the doing and the effecting of fair actions,
when instead it is the social practice surrounding the deed that contains the meaning of fair. The
rule that guides fair behavior is not located in an individual’s private utility function but instead

resides in the connections that the individual has to his cultural environs.

I1. The Semantic Prime Decomposition of Fair

The study of semantic primes is an approach to understanding meaning in language that
involves searching for atomic expressions that presumably make communication across
languages possible. Goddard and Wierzbicka (2002) summarize the current list of 61 semantic
primitives that have been meticulously examined. They are present in nine diverse languages
that span the globe: Polish, Mandarin, Malay, Lao, Spanish, Korean, Mbula, Cree, and
Yankunytjatjara. Wierzbicka (1996) succinctly summarizes the goal of this research as an
attempt “to pin down the elusive and culture-specific configurations of elements encapsulated in
everyday concepts, and to face the formidable complexity of meanings which ordinary people
appear to juggle effortlessly in everyday discourse” (p. 233).

One benefit of decomposing a word into its semantic primes is that it serves as a means
for elucidating the unconscious nuances of meanings in ordinary conversations. Given the
circular nature with which we use fair and fairness in economics, such an analysis seems
appropriate. Table 1 summarizes the subset of semantic primes in a decomposition of fair. One
indication that a concept is a semantic prime is the circularity with which dictionaries define a
term. In her compendium of primes, Wierzbicka (1996) reports as an example that Longman’s

Dictionary of the English Language defines know in terms of cognition and vice versa:

know: to have direct cognition
cognition: the act or process of knowing that involves the processing of sensory
information and includes perception awareness, and judgment.

The American Heritage Dictionary of the English Language likewise circularly defines the

mental predicate of think via thought and cogitation:

to think: to have a thought;



thought: the act or process of thinking; cogitation;
cogitation: 1. thoughtful consideration; 2. a serious thought.
Circular definitions, however, are not sufficient evidence.> Cross-linguistic comparisons and

language acquisition play a critical role in identifying a semantic prime as an innate conceptual
building block of language.

Wierzbicka (2006) makes the following observations on everyday usage of fair in
English:

(1) fair isrelational to at least one other person;

(2) being fair involves a potential action that someone wants to do and that could be bad for

another person; and

(3) afair interaction is voluntary and done with at least one person.
The first two observations are fairly straightforward. The third distinguishes fair from just.
When a football referee interacts with the players on the field, his calls are deemed to be “fair’ or
‘unfair’ and not ‘just’. The referee is present to cooperatively enhance the game for the fans and
players. A judge, however, does not similarly “do things with” the plaintiffs and defendants in
his courtroom when he metes out justice. Coaches are ‘fair’ (or ‘unfair’), not ‘just’, in their
postgame comments on the referees because they are voluntarily part of the game with the
referees.’ In contrast, a defendant in a courtroom appears involuntarily before, not with, the
judge.

Wierzbicka (2006) also takes care to distinguish fairness from equity. As she notes,
equality is implied in such phrases as “your fair share” and “unfair advantage”. The latent equity
in these collocations, however, does not universally transfer to such phrases as “fair comments”
or “fair play”. There is a sense of sameness in all uses of fair that is not present in equity.
Fairness, as in “fair comments” and “fair play”, implies a consensus about what other people
think are the limits of what someone wants to do when it may also be bad for another. In the
phrase “your fair share”, the consensus that the share itself is equal coincides with the same way

in which other people would concur with the equality of the share in this interaction. But this

® After all, the starting point of this paper is that economists circularly use fair. However, circular use is not
equivalent to an innate semantic concept around which multiple words are circularly defined.

® When the NBA suspends players for leaving the bench to engage an altercation on the court, the question that
sports commentators debate is “Are the suspensions fair?”, not “Are the suspensions just?”, nor “Are the
suspensions equitable?”. The debate is whether the league’s ruling is justified to the degree that it was executed and
whether the rules regarding such conduct are even applicable to this incident. As it will be discussed later, the
concept of fair includes an agreement that others will think likewise about these circumstances of time and place.



coincidence is generally not the case, say with a “fair referee” or a “fair teacher”. A referee is
fair when the onlookers, coaches, and players deem him so. The implication is that if the
consensus about which other people would think about a situation changes, then what is
considered to be fair may change. So while there may be some common overlaps in the
everyday use of fairness and equity, there are many ordinary uses for which fairness does not fit
the constricting mold of equity. It seems prudent then not to restrict our usage of fair in
economics to one that connotes equity, particularly when the notion of “fair play” is so germane
to economic behavior in general and to game theory specifically.’

Wierzbicka (2006) proposes the following semantic definition for the expression, That’s
fair:

(a) 1 say: people can know that when this person (a) did it (2),

a did not do anything bad

(b) if other people know about it they will say the same
because they all think about some things in the same way

(c) they think like this:

(d) “when people want to do some things with some other people
they know that they can do some kinds of things

(e) at the same time they know

" Fairness wasn’t always such a hazy concept. In 1755 Samuel Johnson published “A Dictionary of the English
Language”, the most commonly used and respected English dictionary for 150 years until the Oxford English
Dictionary came along. While his etymologies are considered to be notoriously bad, his meticulous examples of the
many nuanced meanings of words are quite well respected, and it is with these that we can distinguish the mid 18"
century meaning of “fairness” and “unfair” from our everyday modern sense and use. Johnson’s second definition of
“fairness” (the first is beauty and elegance of form) is “honesty, candour, and ingenuity [ingenuousness]”, as in,
“There may be somewhat of wisdom, but little of goodness or fairness in this conduct” (Atterbury’s Sermons,
Preface). His definition of “unfair” has a similar but negative ring: “disingenuous, subdolous [literally translated
from Latin as “under deceit”], and not honest”. When one considers the ultimatum game, we can see that the 18"
century concepts of fairness and unfair don’t seem to fit. If a proposer offered $1 to the responder, the exclamation
“That’s unfair” would not mean “That’s not honest” or “That’s deceitful.” Everyone knows the rules of the game
beforehand, so there’s no deception on the part of the proposer. There are two take-home points from these
observations on the use of the words “fairness” and “unfair” in the mid 1700’s. First, “fairness” and “unfair” involve
the conduct of the person in question, the means by which people go about doing what they do. In contrast, the
modern sense of “fairness” and “unfair” focuses on whether or not the ends are beyond proper according to the
standards of some like-minded individuals. Second, notice how the 18" century sense of fairness is not as fuzzy of a
concept as it is today. Wierzbicka (2006) reports that the original antonym of fair was foul, not unfair, as in a fair or
foul ball in the rules of baseball or the British phrase “through means fair and foul”. People aren’t kind of honest or
sort of deceitful. Either they have crossed a line with their behavior or they have not; as with a hit in baseball, our
conduct is either within the wide bounds of fair play or it’s foul. The original meaning of unfair connoted the same
concern with social rules, which is also incorporated into Wierzbicka’s decomposition of the phrases “That’s fair”
and “That’s not fair”.



that they can’t do some other kinds of things

(f) because if they do things like this,
it will be bad for these other people

(9) they know that people can think that no one will do things like this”
(h) people can know that when this person (a) did it (z), a did not do anything like this
(i) because of this, other people can not say to a: “you can’t do things like this”

The first component specifies the speaker’s judgment that a did not do anything bad by
doing z and that people can know this. If people cannot know whether a had done z, then there’s
nothing to express as being fair. People must be able to ascertain the circumstances of time and
place for a doing z to pronounce a judgment of it as fair.

Components (b) through (h) explicate the underlying assumptions. The assumption in (b)
is that there is a consensus that others will likewise think about these circumstances of time and
place as the speaker thinks about the same circumstances. If the speaker thinks no one else
would concur with the pronouncement of “That’s fair”, will the speaker say “That’s fair” in the
first place? Expressing “That’s fair” is often an appeal to the listener to join the speaker in his or
her judgment of the circumstances. Component (c) then specifies the thought process that
extends through part (h). Part (d) spells out that within this community there are things that a
person can do, and simultaneously in (e) there are things that a person cannot do. In other words,
there are informal rules to the game by which people in the community voluntarily interact with
each other. Why are such rules unstated? Because we could not function (do what we want to
do) if we are pinpointing by conscious awareness the limits within which we make each and
every decision.® Furthermore, notice what limits the kinds of things people cannot do—things
that will be bad for these other people with whom a wants to do things. This is important
because what is fair involves a tradeoff in welfare between what a wants to do and what can be
bad for another. Component (g) indicates that others in the community think there are limits to
what a can justifiably pursue when it conflicts with someone else. This is the key component for
which equity diverges from fairness, for there is nothing in fairness that specifies equality of

& In developing his concept of personal knowledge, Polanyi (1958) makes the distinction between focal and
subsidiary awareness in attending to our day-to-day activities. For example, if a pianist shifts his conscious attention
from the whole of a piece of music (focal awareness) to the particular motions of his fingers (subsidiary awareness),
he becomes confused and loses the coordination on which he was relying (p. 55).



welfare, just a consensus limit. Part (h) then summarizes that a did not go beyond the boundaries
of the community rules. In other words, the basis to the meaning of That’s fair rests on what a
did not do. As part (i) concludes, because of this communitarian understanding of what a did not
do, people cannot say to a, “you can’t do things like this”. Part (i) also importantly differs from
just in that there is a hierarchical component of authority when someone metes out what is and is
not just. Fairness is not hierarchical, nor is it derived from power.

Let’s now apply this to the $10 ultimatum game in the laboratory when a offered z = 2 to
b, to which b says, “That’s not fair”. The essential difference with That’s fair is the negation of
components (@), (h), and (i).> When b says “That’s not fair”, he is saying “People can know that
when a offered z = 2, a did something bad. And if my fellow students knew that a offered z = 2,
they would say the same because they would think about offers in this experiment in the same
way. Their thoughts might go like this, “‘When students want do economics experiments with
other students, they know that the proposers can make offers of z=4 or z = 5. At the same time,
they know that the proposers wouldn’t do some other kinds of things such as make offers of z =1
or z = 2, because if they do, it would be bad for the responders. My fellow students also know
that people would think that no one would do something like offer z=1 or z = 2’. People know
that when a offered z = 2, a did exactly this to me. Because of this, my friends would say to a,
‘you can’t do things like this’.”

Notice two things about the semantic decomposition. First, the mental predicate “know”
pervades the definition. People know what a did, know what other people will think about what
a did, know what kinds of things a can do that are not bad to b, know what kinds of things a can
do to b that are bad, know that people can think that no one will do things to b that are bad, and
know because of all this knowledge that other people would say to a that “you can’t do things
like this”. But whence all this knowledge on the part of b? And where is it captured in a utility
maximization problem?

The second observation to note is that the explanans is not included in the explanandum
of fair. This definition composed of semantic primes avoids circularity by appealing to two

pieces of knowledge external to b—(1) what other people know about what others would think

® Someone does not make an offer z = 2 thinking that he or she is being unfair. In this example there is a lack of
agreement between a and b as to what is fair in these circumstances. The semantic decomposition spells out that the
concept of fairness is a product of agreement and that unfairness is the lack of agreement. Furthermore, as an
agreement, fairness cannot be private (see section 1V).



and do and (2) the limits thereof for actions that are bad. This knowledge of the external social
world may be applied internally as part of what b knows when he deems the offer of z = 2 to be
unfair, but the source is not an inner parameter of a utility function. What makes b’s fellow
students think that proposers can make offers of z=4 or z =5 but that offersof z=10orz =2 are
bad? Such offers are not frozen in the mists of time and place as either good or bad. The next
section makes a Wittgensteinian appeal to context and human sociality as an indispensable tether
for what we mean by a fair experience and what we know about fairness. But what is the
connection between the fair experience, i.e., the private, personal thoughts of what is fair, and the
public social interactions that produce such thoughts? Can a know what b will privately deem to
be fair? If so, then how?

I11. A Fair Experience, Sociality, and Knowledge

The goal of this section is to explicate the role that sociality plays in a fair experience vis-
a-vis knowledge without taking either of two false steps: contending that specific social
interactions are a necessary condition for a fair experience and dismissing sociality as not
mattering at all. What we are looking for is the interaction of sociality with what one personally
experiences as fair. The first step is to understand the role that knowledge plays in this
interaction.

Wittgenstein takes this question head on in his well-known arguments against private
language. The key issue is knowledge and what one is relying on to articulate what is fair when
one experiences it. The first point is simply that one need not personally encounter an
experience as fair to know what fair is, and if one admits the possibility of knowing without a
specific experiential tether, then it becomes easier to understand how sociality conditions a fair
experience.  Wittgenstein succinctly makes this argument in 8293 in Philosophical
Investigations:

If | say to myself that it is only from my own case that | know what the word
“pain” means—must | not say the same of other people too? And how can |
generalize the one case so irresponsibly?

Now someone tells me that he knows what pain is only from his own case!—
Suppose everyone had a box with something in it: we call it a “beetle”. No one
can look into anyone else’s box, and everyone says he knows what a beetle is only
by looking at his beetle—Here it would be quite possible for everyone to have
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something different in his box. One might even imagine such a thing constantly
changing.—But suppose the word “beetle” had a use in these people’s
language?—If so it would not be used as the name of a thing. The thing in the box
has no place in the language-game at all; not even as a something: for the box
might even be empty.—No, one can ‘divide through’ by the thing in the box; it
cancels out, whatever it is (his emphasis).

Notice how Wittgenstein makes his point with this thought experiment. First, he takes
this amorphous concept of a mind and puts it in a confined box. It may be formless inside the
box but it is still contained within a physical body. Moreover, the situation involves a group of
people with their own boxes, and we are led to imagine a group of distinct, physically-contained
minds.

Inside the box is a beetle, say a fairness beetle. Given our innate curiosity with other
people’s things, we have an urge to look inside other people’s boxes, but we can’t—the fairness
beetle is personal. No one can look into anyone else’s mind to know what fair is. When a makes
an offer of z to b, b is the one who personally experiences z as fair or unfair. What Wittgenstein
says of patience can be said of fairness: “One plays patience by oneself” (PI, §248).

In the course of a group discussion, everyone says they know what a fairness beetle is
from inspecting the contents of their own box, even though a’s fairness beetle is red, b’s is blue
and c’s isn’t even a beetle (it’s a spider). But everyone can only look at their own fairness beetle
at this time and place, for “one might even imagine such a thing constantly changing”.

In the context of a discussion, say on a particular ultimatum game, each individual uses
fair in a comprehendible way to further the discussion. When called upon to describe what they
are talking about, without conscious awareness each person uses fair for what he means. And
even if all of their boxes are empty, that is, they have never experienced what fairness is,
everyone in the group still shares an understanding of the meaning of fairness by virtue of their
ability to coherently discuss it in context of an ultimatum game.'® This seems rather apposite for
our inquiry of the word fair, which, as Wierzbicka shows, is distinctly Anglo in origin and yet
directly portable into other languages.

So, if each mind has its own conception of what fair is, how can everyone outwardly

discuss it? Because as part of their shared sociality in regularized human activity, they have a

19 «It is only in normal cases that the use of a word is clearly prescribed; we know, are in no doubt, what to say in
this or that case. The more abnormal the case, the more doubtful it becomes what we are to say” (PI, §142).
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learnt system of informal and tacit rules on how people interact. Each individual understands
what makes people act because sociality is a public system, a public system of knowing what
kinds of things a can do that are not bad to b, knowing what kinds of things a can do that are bad
to b, and knowing that people can think that no one will do bad things to b. Each individual
action fits within a pattern of informal and tacit rules by which we interact, just as words fit into
a sentence within a set of rules that we never learn by rote (Pinker, 1994). Understanding these
rules, implicitly and explicitly, means that one understands human sociality. As Wittgenstein
puts it, “To understand a sentence means to understand a language. To understand a language
means to be master of a technique” (PI, 8199). Furthermore, it takes time to master human
sociality: “The child, 1 should like to say, learns to react in such-and-such a way; and in so
reacting it doesn’t so far know anything. Knowing only begins at a later level” (On Certainty,
8538).

In sum, personal experiences with fairness cannot be separated from sociality but can be
modulated by it. If individuals do not have experiences that a community deems to be fair, then
almost reflexively, it may be possible to dispense with the need to consider fairness altogether
within regularized activities. The notable lack of a comparable word for fair in any other
language points rather markedly to this as a possibility. So, in this sense a particular situation
that could be labeled as fair is necessary for the social use of fair (for how else could we talk
about it?), but having a fair experience is not equivalent to recognizing and deeming an
experience as fair. We learn to recognize and deem experiences as fair by learning to be social;
we do not learn about what is fair via a particular experience (or maximizing a utility function).™
In terms of the ultimatum game, the experience of getting an offer of z = 5 does not constitute b’s
learning that the offer is fair. Rather, from having been a part of regular human interaction, b
identifies the offer of z = 5 as fair. Maximizing a utility function with interdependent
preferences on the outcomes treats having a fair experience as one and the same with deeming an
experience as fair. As the parable of the beetle makes clear, understanding an experience as fair
is an occurrent state of a person only within a social practice governed by tacit rules.

1 Moreover, this ““learning’—like “culture,” ‘rationality,” and ‘intelligence’—is not an explanation for anything, but
rather a phenomenon that itself requires explanation” (Tooby and Cosmides, 1992, p. 122). That explanation,
however, is beyond the scope of this paper.
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IV. Rules of Fairness and the Fair Experience

The next natural question to ask is “What is the epistemological relationship between a
tacit rule that guides fair behavior and its application in deeming an experience as fair?” Let’s
first consider the following case:

[A] pupil has mastered the series of natural numbers. Next we teach him to write
down other series of cardinal numbers and get him to point to writing down series
of the form

0, n, 2n, 3n, etc.
at an order of the form “+n”; so at the order “+1” he writes down the series of
natural numbers.—Let us suppose we have done exercises and given him tests up
to 1000.

Now we get the pupil to continue a series (say +2) beyond 1000—and he writes
1000, 1004, 1008, 1012.

We say to him: “Look what you’ve done!”—He doesn’t understand. We say:
“You were meant to add two: look how you began the series!”—He answers:
“Yes, isn’t it right? I thought that was how | was meant to do it.”—Or suppose he
pointed to the series and said: “But | went on in the same way.”—It would be no
use to say: “But can’t you see....?”—and repeat the old examples and
explanations.—In such a case we might say, perhaps: It comes natural to this
person to understand our order with our explanations as we should understand the
order: “Add 2 up to 1000, 4 up to 2000, 6 up to 3000 and so on.”

Such a case would present similarities with one in which a person naturally

reacted to the gesture of pointing with the hand by looking in the direction of the

line from finger-tip to wrist, not from the wrist to finger-tip (Pl, 8185; his

emphasis).
Wittgenstein is using an irregular case of the relationship between a rule and its application to
illustrate the regular case. The aim is to demonstrate the principle that there is nothing in our
training in social processes that forces a particular application of a rule. The same schooling and
the same directive brings something very different to the mind of Wittgenstein’s pupil than to us
(we’ve all had a student like his). So what makes the pupil’s application incorrect and ours
correct? The rule receives its meaning not from the rule itself and the specific order to execute
it, but from the entire practice of using natural numbers in mathematics. Without any
indecisiveness, our training in the rule brings before our mind how to act: 1000, 1002, 1004,
1006, etc. Where then is the conflict? Not in the pupil’s response and the application of the rule,

but in the pupil’s response and our response. The pupil is applying another rule before his mind



13

to this particular case (say, for ne N, +2 for n <1000, +4 for 1000 < n <2000, +6 for 2000 < n

<3000, etc.) and simply repeating the “the old examples and explanations” is not going to
resolve the conflict between our expected response and the pupil’s actual response. (Recall that
the pupil has only been tested up to 1000.) The source for the different responses cannot be
found in the rule itself, though we are disposed to look there, but rather in the entire practice of
teaching natural numbers, assigning exercises, and grading the responses. We have an
expectation about the practice of natural numbers, not the specific rule involving them, that
Wittgenstein’s pupil personally does not share.

Now let’s apply this argument to the $10 ultimatum game.*? If a applies a rule of fairness
to the ultimatum game and offers z = 4 to b and b shares the expectation about the practice
surrounding this experimental exercise, then b accepts the offer.’® However, if a instead applies
a rule of fairness that prescribes an offer of z = 2 to b and b does not share this expectation about
the entire practice surrounding this task, then b will reject the offer. Notice that it makes no
difference that Wittgenstein’s pupil is given an explicit mathematical rule and that a’s learnt rule
of fairness is tacit. The argument is the same. The source for the different responses of a and b
cannot be found in the rule itself because the entire custom of social interactions is what
matters.* If there is conflict (or a lack of agreement) concerning z = 2, it is observed in the
actions of a and b, not in a’s rule of fairness and the action of b.

Furthermore, no matter how inclined we are, we cannot ask the question “How can a rule
of fairness show us what a and b will do in this ultimatum game?” That’s asking us to look in
other people’s boxes to sneak a peak of their fairness beetle. Wittgenstein instead proposes a
different place to look:

Let me ask this: what has the expression of a rule—say a sign-post—got to do
with my actions? What sort of connexion is there here?—\Well, perhaps this one: |
have been trained to react to this sign in a particular way, and now | do so react to
it.

[Interlocutor:] But that is only to give a causal connexion; to tell how it has come

12 An appendix applies the semantic prime and language game analyses to the dictator game.

13 Camerer (2003) reports that the modal offer is regularly 40-50 percent of the pie in a typical ultimatum game of
the Forsythe et al. (1994) variety.

“When proposers (sellers) are primed in the instructions of an ultimatum game to “consider what choice you expect
the buyer [responder] to make [and to] also consider what you think the buyer expects you to choose,” Hoffman,
McCabe, and Smith (2000) find that offers to the responders significantly increase. In other words, more
consideration of the social custom leads proposers to focus on the possibility that responders may not agree with a
lower offer and hence they make higher offers.
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about that we now go by the sign-post; not what this going-by-the-sign really

consists in.

[Wittgenstein:] On the contrary; | have further indicated that a person goes by a

sign-post only in so far as there exists a regular use of sign-posts, a custom (P,

§198).

A sign-post conveys meaning to a traveler and is not simply a piece of metal sticking out of the
ground because sign-posts are a regular part of the social practice of traveling. The interlocutor
misses the point that the connection is between the traveler’s action and the regular use of sign-
posts, not between the action and some interpretation of the piece of metal as a rule to follow.
Sociality imparts the meaning of the sign-post. If someone is completely foreign to the
community and hence unfamiliar with sign-posts, then what a sign-post is to us is to him but a
piece of metal without any meaning.

What does a rule of fairness have to do with a’s actions? Proposer a has been trained
through his sociality to react to a rule of fairness in a particular way and so offers z = 5. An
objection is that this answer fails to spell out what following the rule of fairness really consists
of, say in a utility function. But that objection misses the point that a follows a rule of fairness
only insofar as there exists regular social use of a rule of fairness, a custom. The meaning of
fairness emanates from the sociality that surrounds what a and b do. If a is unfamiliar with the
rule of fairness for this particular social interaction in an ultimatum game, z will equal 1, the
subgame perfect Nash equilibrium offer.®

What remains to be discussed are some epistemic considerations of the relationship
between a rule that guides fair behavior and its application. When someone points with their
index finger, without conscious awareness we attend to the direction of the wrist to the tip of the
finger (and not vice versa). That is the rule we have learned and committed to body memory
since being a toddler. Each of us has done this many times as part of being social and
communicating with one another. What does it mean for us to follow or obey a rule? If we
simply just do it without pondering justifications for why we do it, just as we follow the line of
sight from a wrist to a pointing finger without conscious awareness, we are obeying a rule. “If |
have exhausted the justifications | have reached bedrock, and my spade is turned. Then I am

inclined to say: ‘This is simply what | do’” (PI, 8217). This is not to say that in an ultimatum

> And the only individuals that | have seen actually make this offer for real stakes are students of economics,
undergraduate and graduate. Somehow their training has supplanted the rules of fairness that ordinary people apply.
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game, a gives no thought to his decision in offering z = 5 to b, for thought has everything do with
his action in an experiment. Rather, what | mean is that a gives no justification for obeying a rule
of fairness in taking the action of z = 5.

This brings us full circle to the questions and answers that were posed in the introduction
about how we think about fairness in an ultimatum game:

“Why did proposer a offer z =5 to b?”
“Because that’s fair.”

“What is a fair outcome in the ultimatum game?”
“Proposer a offers z=5to b?”

Subjects and experimenters alike do not include any justification for obeying a rule of fairness in
an ultimatum game. Why? Because “‘obeying a rule’ is a practice” (PI, §202). Within a social
framework, following an unstated rule is a practice because it is simply what we do.
Wittgenstein also puts it this way: “When | obey a rule, 1 do not choose. | obey the rule blindly”
(PI, 8219; his emphasis). By blindly, he does not mean as an automaton devoid of thought, but
rather as someone acting with blinders, without reflection upon an entire field of vision. It is
telling how easily we observe people using fair in everyday conversation. People do not struggle

for the “right” word when they use fair to describe an experience.®

Moreover, no reflection is
necessary for fair to be appropriate for the circumstance. But that does not mean that we are not
reflecting on the situation itself when use the word fair. This is the sense in which we blindly
apply a rule of fairness.

When our students effortlessly use the word fair to describe their behavior in an
ultimatum game, it is because there is a mutual sense of the obvious, with respect to the listener,
that a rule of fairness is applicable to this situation. Learning bedrock practices is how we
generate a shared sense of the obvious. Hence, as a practice, obeying a rule of fairness is
automatic within a framework of regularized social activity.!” Furthermore, “to think one is
obeying a rule is not to obey a rule. Hence it is not possible to obey a rule “privately’: otherwise
thinking one was obeying a rule would be the same thing as obeying it” (P, §202; his emphasis).
One cannot obey a rule involving fairness “privately” because one must share the practice with

another for obeying a rule to have meaning. It now becomes obvious why fairness is an elusive

16 One can easily imagine how unlikely it would be for someone to say, “That’s not...Wait, the word’s on the tip of
tongue...What is it?...Yes, that’s not fair!”

7 This sentence is not stating that ‘fairness’ is a bedrock concept. Applying or “obeying” a rule of fairness is a
bedrock practice.
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term in economics. When the idea of a shared practice or custom is missing from our
reconstruction of motives (or “utility”) from observed behavior, fairness becomes the cause for
and the effect of an action. Sociality is the way out of this circular reasoning. Sociality
generates bedrock practices such as obeying a rule of fairness that serves as the grounding by

which we understand the meaning of our everyday behavior.

V. Discussion and Conclusion

The spirit of this paper has much in common with Levitt and List (2007) who question
how much we can learn by comparing experimental behavior to models of social preferences.'®
The difference between their paper and mine, however, is that they follow the tradition in
economic modeling by distilling “moral” rule-following into a private utility maximization
problem.” While their model may include such variables as a social norm (n) and scrutiny (s),
each agent still follows a rule of fairness purely privately. But a domain-general model of utility
maximization does not nor cannot predict when someone applies a rule of fairness to this specific
situation. The determiner this is the operative word. As Wierzbicka’s semantic decomposition
makes clear, there is a lot of knowledge about community standards and rules that cannot be
captured by a utility function. Thus, it is the context of this interaction which determines if a rule
of fairness is applicable.”’

While the character of any individual’s experience is subjectively private in that only “I”
have “my” fair experience (my beetle in the box), the common sociality that surrounds the
experience and which allows us to talk about fairness is objectively public. Sociality is
manifested in the rules of fairness that people follow in “blindly” applying it to a specific
situation. Fairness doesn’t “do” anything and everyday people don’t maximize utility functions,
but people do follow rules as part of regularized human interactions.”> The social practice of

following a rule of fairness consists only in “doing this” or “doing that”, the deed.

8 In addition to the references noted above, see Charness and Rabin (2002), Cox, Friedman, and Gjerstad (2007),
Falk and Fischbacher (1999), and Levine (1998).

19 McCloskey (2006) goes to a considerable effort to show how this framework fails to capture the human virtues of
love, faith, and hope.

% See Wilson (2008) for a discussion of the inextricable role that context plays in a reciprocating act and its
intention.

2L A skeptic might try to reposition the argument by replying that economists employ a framework of social
preferences to gain insights “as-if” people solve a utility maximization problem, as some sort of proximate, rank
ordering mechanism. This is similar to a referee’s genuine question as to whether social preference models are
meant for understanding the consequences of fairness or for explicating the cause of fairness. The problem is that



17

What then is the prescription for economic research on fairness? If the sociality of custom
is critical to understanding when people apply a rule of fairness, then the first step is to design
experiments that cultivate contrasting autobiographical experiential memories/knowledge in the
laboratory. The larger implication is that our experimental designs need to step out from the
shadow of game theory, and more specifically, from one-shot games that we optimistically
construct as neutral and then naively assume to be acted upon just as neutrally. This would
involve posing one-shot tasks in terms of specific contextual references with a goal of tracing out
the general principles under which people apply rules of fairness. One way to elicit the shared
notions of fairness may include asking directly participants how they view decisions they make
in different contexts or placing the decisions within in an instant message system that records
their unguarded comments as they carry out their experimental tasks.??

Because fairness is not fixed outside regularized human activity but rather is semantically
interpreted within social practice, economic experiments can use repeated interactions to see

where people agree as to what is fair (perhaps also within an instant message system). Many

this is a false dichotomy in describing what economists actually do when they “do science”. We do both.
Moreover, as Wilson (2008) discusses, the scientific method of inquiry can conflate an experimenter’s cause for an
observed outcome (perhaps motivated by a theorist’s mathematical prediction of such behavior) with a subject’s
reason for acting. When we develop models of social preferences to make new predictions, as Camerer (2003, p.
101) prescribes, we may be tempted through our language to posit social preferences as an agent of cooperation,
when it is the individual’s action embedded in a pattern of social custom that constitutes the agency. Wilson (2008)
argues how social preferences are not the cause of reciprocity, and a similar argument would apply to fairness here.
Furthermore, the discussion in section IV further argues the futility of using social preference models for
understanding the consequences of fairness. What criteria can distinguish the actual actions taken by individual
from the inner state of social preferences that consequently result in fairness? There are none. As with
Wittgenstein’s pupil, we can never know the rule of fairness that is before the mind’s eye of another person; only the
expression of a rule of fairness is observable in the form of the actions that people take. Is (private) utility
maximization then likewise futile for gaining insights into basic consumer theory? No, because as Afriat (1967)
proves, there are external observable criteria in consumer theory that rationalize a person’s behavior ex post:
consumption bundles purchased at alternative prices. Social preference models that rely on utility maximization do
not have such external observable criteria to rationalize behavior. Andreoni and Miller (2002), Cox, Friedman, and
Sadiraj (2008), and Fisman, Kariv, and Markovits (2007), however, assume just this. Cox et al. (2008) assert that a
price p exists for another’s payoff in the budget set and the other two experiments artificially induce one in a dictator
game. But from observations of everyday behavior, what is the meaning of a p for another’s payoff that constrains
one’s utility maximization of social preferences? A price in consumer theory is a portion of my income at an
externally fixed rate that | exchange with another person for goods. In the realm of regularized social interactions,
there is no external and hence explicitly observable and semantically meaningful p.

22 An example of the former is Franciosi, Kujal, Michelitsch, Smith, and Deng (1995), who use two different survey
questions to vary the context in which a hardware store raises the price of shovels following a snowstorm. (This
paper probes below the surface of the survey studies of Kahneman et al. (1986a, 1986b).) When a justification is
provided (the higher price prevents a stockout for the regular customers), only 19.5% respond that it is
“unacceptable” or “completely unacceptable” for the store to raise its price. Without the justification, 32.4%
consider the price increase of “unacceptable” or “completely unacceptable”. Crockett, Smith, and Wilson (2009)
and Kimbrough, Smith, and Wilson (2008) use a natural language instant messaging system as part of their
experimental institutions to examine social attitudes in the discovery process of exchange and specialization.
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experimental economists eschew implementing repeated games because the Folk theorem
demonstrates that nearly any outcome can be supported as a solution (for infinitely repeated
games or games with uncertain endings). The Folk theorem, however, merely suffices to
describe a plethora of conditions under which people agree to cooperate. It does not explain the
process and customs by which people arrive at an agreement. Experimental treatments are a
means to elucidate that process. Repeated interactions are an immediate and evolving context
which people draw upon to mutually agree on what rules of fairness apply to the current
circumstance (probably much more so than any induced external contextual referents that one
may implement for a one-shot game). Cooperative outcomes are the product of human
agreement on the social context of the interaction, and repeated interaction simply makes it
easier to match mutual expectations. The question for experimental research on fairness is why
people do or do not share expectations on what is fair in particular circumstances.

The pervasive thought in the field, however, is that one-shot games “insulate behavior
from the incentives for cooperation and reciprocity that are present in repeated games”, i.e., one-
shot games “allow us to abstract away from issues of learning and attempts to manipulate others’
beliefs, behavior, or preferences” (Goeree and Holt, 2001; pp. 1403 and 1418). As Smith (2008)
discusses, the maintained assumption here is that our subjects view their tasks as a game theorist
views the task, and that is plainly not the case. Experimental participants bring with them tacit
knowledge on social practice: they know what other people will think about what people do,
know what kinds of things people can do that are not bad to others, know what kinds of things
people can do to others that are bad, know that people can think that no one will do things that
are bad, and know because of all this knowledge that other people would say that “you can’t do
things like this”.?®

In sum, the notion of fairness in the purely private domain of a utility function, severed
from the sphere of social practice, is simply incoherent, for the concept of fairness as a rule of

behavior is ultimately the concept of a certain form of fairness in custom. A paraphrase of the

2 As a last-ditch effort to rescue the paradigm, a critic might posit that if “the social part of fairness is already
largely completed when humans become grown ups, one could argue that for them fairness can be captured in a
private utility function.” Regardless of whether one adopts the social custom of applying a rule of fairness just last
week or decades ago in one’s childhood, an individual cannot apply a rule of fairness privately in the present
because one must share the practice hic et nunc with another for applying the rule to have any meaning in the
present.
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opening quotation carries a double meaning for economics: How do | know that this outcome is

fair?—It would be an answer to say: “I have learnt English”.
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Substantives
Determiner
Quantifiers
Evaluators

Speech

Mental predicates
Action

Time

““Logical’ concepts
Taxonomy, partonomy
Similarity

Table 1. Semantic Primes in Fair

|, PEOPLE, SOMEONE, SOMETHING/THING
THIS, THE SAME, OTHER

ALL

GOOD, BAD

SAY

THINK, FEEL, WANT, KNOW
DO

WHEN, AFTER

NOT, CAN, BECAUSE, IF
KIND OF

LIKE
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Appendix A: Fairness and the Dictator Game

To test whether offers of z > 1 in the ultimatum game are attributable to the “fairness
hypothesis”, Forsythe et al. (1994) introduce the dictator game in which b no longer has a right
to veto the offer of z, i.e., a’s decision is final. Let’s now apply the semantic prime and language
game analyses to this game when a offers z > 0 to b. First, | note that someone does not make a
positive offer thinking that he or she is being unfair. The semantic decomposition spells out that
the concept of fairness is a product of agreement and that unfairness is the lack of agreement.
Unlike the ultimatum game, agreement with b is not a strategic and hence focal consideration in
the dictator game. So where would a consideration of what’s fair come into play in these
circumstances? More to the point, with whom is there agreement? The experimenter?®* But if a
is concerned with agreement with the experimenter, could not a also be concerned about
agreement with b even though b has no strategic options? The answer is possibly both of these
considerations of agreement are important.

The upshot is that the dictator game is perhaps not as straightforward as it may seem at
first blush.”® If the experimenter supplies a with the money in a dictator game, does a apply a
rule of fairness to these circumstances? Or possibly another rule of social behavior such as a rule
of equity or a rule of just desert? If the experimenter cannot know what decision any specific
person makes, does a still apply a rule of fairness in this socially distant circumstance? If the
experimenter gives a the opportunity to earn the money to allocate, does a apply a rule of
fairness or equity or just desert? Or if the experimenter gives a the right to allocate the money
based upon his class standing, does a apply a rule of fairness or equity or just desert?

When Forsythe et al. find that a’s still offer 24% of the pie even though b has no say in
the matter, they conclude that offers in the ultimatum game “cannot be fully explained by a taste
for fairness” (p. 362). | contend that we may need to take care in coming to such conclusions

because subjects may apply tacit rules of social behavior conditional upon the rules of the

24 Cason and Mui (1998) and Brosig et al. (2007) find that subjects who repeatedly play dictator games on average
become more self-regarding over time. A question that might come to mind is, “How does this observation square
with the intuition of the ‘consensus about other people think are the limits of what someone wants to do when it may
also be bad for another’ (p. 4) given that the ‘consensus’ is unlikely to have changed during this experiment?” My
reply would be that it is not self-evident that any general agreement is frozen in time and place for such a peculiar
exercise, which is, strictly speaking, not even a “game”. One plausible hypothesis is that an initial agreement with
the experimenter is eroding. The question that needs to be asked via another experimental design is why people
become more self-regarding over time.

% The dictator game appears straightforward only from a view that subsidiarily assumes a game theoretic
perspective. Fortunately people are not game theoretic automatons.
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experiment. Nevertheless, this introduces a puzzle. Why do subjects still offer over 20% of the
pie on average? Under protocols that ensure double blind anonymity, Hoffman et al. (1994) find
that subjects only offer 7% of the pie in the dictator game. The striking conclusion is that
agreement with the experimenter is important when the experimenter knows a’s identity and the
decision that a makes, but not when the experimenter is blind to a’s identity. When a’s must
earn the money to be divided, Cherry et al. (2002) find that only 3% of dictators offer anything
with double blind anonymity, and 0% offer anything in Oxoby and Spraggon (2008).
Apparently, under these circumstances a rule of fairness goes completely out the window and a
rule of just desert replaces it.?® A question that Smith (2008) raises is how many times in our
everyday lives do we make decisions to allocate money that we have not earned ourselves?
Another question that | would add is why do we apply a rule of fairness to other people’s money

and not our own earned cash??’

More generally, when do we apply a rule of just desert and
when a rule of fairness?

To summarize, because agreement is built into the strategic structure of the ultimatum
game, a rule of fairness is focally applicable, but agreement is only subsidiarily a part of the
dictator game. This may answer the question as to why offers in the ultimatum game vis-a-vis
the dictator game are much more robust with respect to double blind protocols (Bornstein,
and Yaniv, 1998). The dictator game is more sensitive to double blind protocols because
dictators apply a rule of just desert instead of a rule of fairness when there is no one else with

whom to agree (save one’s self) and quite dramatically so when they have earned the money.?

% Schurter and Wilson (2009) argue that earning the right to be the dictator and not the receiver (as opposed to
earning the money as the dictator) confounds a rule of just desert (a meritorious ranking) with the rule of fairness in
the procedure/opportunity that determines the dictator. They conduct a dictator game in which the external merit of
seniority (as measured by the total number of credit hours completed or in progress) determines the role of dictators
and that all subjects have explicitly agreed to this criteria before proceeding into the experiment. This distribution of
offers is very similar to one in which the dictators are determined by a quiz (which the subjects have also explicitly
agreed to before proceeding into the quiz and experiment). The conclusion is that subjects are applying a rule of just
desert rather than a rule of fairness in the quiz treatment.

27 A skeptic might note that “fairness behaviour exhibits a huge variance among different individuals” and “wonder
how this is compatible with the stated consensus” from section 2 (see also footnote 23). The unstated assumption
of this statement is that a general agreement is universal and readily transparent to the experimental participants. |
would not expect any agreement in this odd game to be plainly obvious across many individuals, the result of which
is a high variance of observed outcomes.

%8 Oxoby and Spraggon (2008), and List (2007) also find that dictators are unwilling to take money that others have
earned as a just desert. Without earning the endowment, Bardsley (2008) finds that dictators are far less generous
when they can take and not just give to another.



