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Abstract

A standard assumption in the economic approach to individual decision making is
that people have independent preferences. We study equilibria of the classic common
pool resource extraction and public good games when some of the players have neg-
atively interdependent preferences (in the sense of Duesenberry) while the remainder
are payoff maximizers in the usual sense. It is shown that at any equilibrium, those
with interdependent preferences earn strictly higher payoffs than do the payoff maxi-
mizers. If the population composition evolves in accordance with any payoff monotonic
evolutionary selection dynamics, then all players will have interdependent preferences
in the long run. Similar (but weaker) results obtain for some other economically im-
portant classes of games in strategic form. The robustness of our findings with respect
to other preference formation mechanisms such as myopic and rational socialization is

also discussed.

JEL Classification: C72, D62.
Keywords: Interdependent Preferences, Evolution, Socialization.

*We would like to thank Dilip Abreu, JP Benoit, Alberto Bisin, Larry Blume, Prajit Dutta, Duncan
Foley, Bart Lipman, Roy Radner, Ariel Rubinstein, Andy Schotter, and Peyton Young for useful comments
and suggestions. Support from the C. V. Starr Center for Applied Economics at New York University is also

gratefully acknowledged.
TDepartment of Economics, New York University, 269 Mercer Street, New York NY 10003. E-mail:

kockesen@fasecon.econ.nyu.edu.
‘Department of Economics, New York University, 269 Mercer Street, New York NY 10003. E-mail:

okefe@fasecon.econ.nyu.edu.
$Department of Economics, Barnard College, Columbia University, 3009 Broa.dway, New York NY 10027.

E-mail: rs328@columbia.edu.




