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Towards establishing a policy design lab: Inducing social groups in an economic
experiment lab for incentive design
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We first used micro-econometric analysis and field experiments to reveal the
economic characteristics of existing social groups, such as social interaction and shared beliefs
and norms. We also used laboratory and survey experiments to investigate policy design that utilizes
social incentives in groups. First, we found that peer effects exist on landowners® participation
in incentive programs, indicating the importance of social incentives in policy design. Second, we
found that real-life interactions among rural villagers contribute significantly to cooperation in

dilemma situations and that payoff-dominant equilibrium is less likely to be achieved among

villagers with strong equality norms. Third, we investigated incentive design that encourages
goordination and cooperation in large groups and drew implications for bonus and information policy
esigns.
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