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How Institutions Improve Social Cooperation

——A Review of Frontier Theory and Experimental Evidence of Public Goods Game

ZHANG Ping' ,XU Zhicheng”, YAN Jia'
(1. China Center for SEZs Research, Shenzhen University, Shenzhen 518060, China;
2. Department of Economics, Texas A&M University, Texas 77843, USA)

Abstract: Public goods game, as a fundamental model that studies the coordination and cooperation in human society, has become the
focus and difficulty in economics, management, political science, anthropology and other interdisciplinary researches. This paper,
based on an analysis of the experimental study on public goods game introduced with incentive system, compares the respective effec-
tiveness of reward and punishment on both individual belief and cooperative supply of public goods game. The existing experimental evi-
dence of public goods game is summarized as external motivations and internal motivations (such as the system of the rules, strength
and implement of reward and punishment) , and monetary incentives and non — monetary incentives (such as moral persuasion, moral
rebukes and social exclusion). The paper explores the actual effect of different institutions on enhancing the cooperative level of public
goods supply, with the social net efficiency of the punishment system particularly studied. Based on the conclusions and general impli-
cations of the existing literature, the paper proposes possible innovational topics on the theoretical and empirical researches on individu-
al preferences, social co — operations and institutional development.

Key Words: public goods; cooperation; reward; punishment; endogenous institution
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