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Regarding mechanism design in economies with externalities, we show whether
the efficient grand coalition is formed depends crucially on bargaining and transaction costs when
agents take farsighted behavior. In addition, in the case in which there are agents who feel
responsible for achieving socially desirable allocations as observed in recent economic experiments,

we identify the class of social choice rules by outcome mechanisms in which each agent reports an
outcome only. Moreover, we observe in our experiments that for a mechanism to be formed and
maintained repeatedly, it is important to introduce a voting process to select participants in the
mechanism based on past information, but punishment rules on non-contributors may not work well.
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