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Chapter 2

THEORETICAL FOUNDATIONS OF SOCIAL NORMS

The Co-evolution of Social Norms, Intrinsic Motivation, Markets, and
the Institutions of Complex Societies

Jean Ensminger and Joseph Henrich

Though it seems surprising on its face, classical scholars long ago proposed a
positive relationship between developed market economies and pro-social or fair-minded
motivations. One of the first and best known scholars to write in this vein was none
other than Adam Smith (1997 [1759]), whose position is quite consistent with the
findings of our cross-cultural sample (Chapter 4). Even before Smith, Montesquieu

(1900:316-317 [1749]) was explicit on this subject:

Commerce has everywhere diffused a knowledge of the manners of all nations: these
are compared one with another, and from this comparison arise the greatest advantages.
Commerce is a cure for the destructive prejudices, for it is almost a general rule, that
wherever we find agreeable manners, there commerce flourishes; and that wherever

there is commerce, there we meet with agreeable manners.

Let us not be astonished, then if our manners are now less savage than formerly.
Commerce has everywhere diffused a knowledge of the manners of all nations: these
are compared one with another, and from this comparison arise the greatest

advantages....

The spirit of trade produces in the mind of a man a certain sense of exact justice,
opposite, on the one hand, to robbery, and on the other to those moral virtues which
forbid our always adhering rigidly to the rules of private interest, and suffer us to neglect

this for the advantage of others.
Montesquieu anticipates the specifics of the trade-off between narrow economic self-

interest and other regarding behavior that we are examining in the experimental games

! See Hirschman (1982) for an overview.



reported herein. Further, we examine these games in the societal evolutionary context
he is describing. We are comparing societies with more and less commerce, and he
anticipates the direction of our findings, with more fair-minded behavior in more market
integrated societies.

While prescient, the early classical scholars did not have quantitative evidence,
let alone controlled comparative experimental measures and game theory to back up
their keen intuitions and observations. Further, predicting or observing a relationship is
not the same thing as positing mechanisms of origin and maintenance. In this chapter
we outline the broader theoretical significance of our empirical project for understanding
the evolution of social norms and the institutions with which they pave the way to
economic growth. We begin developing a theory of social norms by drawing on
converging lines of work arising from both evolutionary and economic frameworks. In
developing this foundation for social norms we consider evidence from sources as
diverse as developmental psychology, neuroscience, and anthropological ethnography.
Building on this, we discuss how pro-social or group-beneficial norms spread, and how
this relates to the emergence of more centralized and formal institutions, which

undergird the subsequent expansion of large-scale, complex societies.

The Evolution of Norms

As an empirical phenomenon, anthropologists, sociologists, and others from
across the social sciences have long noted the existence of social norms, often evoking
norms to explain behavioral similarities within groups, or to differentiate groups (Bendor
and Swistak 2001, Bicchieri 2006). Despite a broad literature and the empirical
importance of social norms, the concept has until relatively recently lacked sufficient
micro-level theoretical foundations to be taken seriously by researches in economic and

evolutionary sciences. The concept of social norm that we analyze herein has the



following qualities—a norm represents a pattern of behavior with some degree of cultural
consensus, and evidence for this is both in the statistical prevalence of the behavior and
the expectation that sanctioning of a norm violation would be socially appropriate. As a
result of these qualities, norms are self-enforcing and often highly decentralized in their
origin and maintenance. That is, they are enacted by individuals in everyday life. We
use the term institution somewhat differently, while accepting that social norms and
institutions exist along the same continuum, and share many qualities. Following Greif
(2005), we accept that institutions must also be self-enforcing in equilibrium. In the
sense in which we use the term, institutions are both more centralized and more
formalized. They need not have been the result of coordinated design, but they are
more likely to be than are decentralized social norms. They are also more likely to be
enforced by designated third party agents, but this does not necessarily mean that they
are in any way less legitimate, nor that individual moral commitment to abide by them is
any less than is the case for social norms. We return to institutions as a special case
below.

Without at least plausible answers to key theoretical questions regarding how
social norms (and institutions) emerge, why and how individuals’ adopt norms that
violate their self-interest, what “adoption” means, how individuals’ decisions interact with
group patterns, how norms spread across groups, and how and why norms have
changed over human history, social norms cannot be readily incorporated into either
economic or evolutionary frameworks. In recent decades, however, approaches arising
from both evolutionary biology and economics are converging on a “ground-up” or “first
principles” explanation of social norms. There are now plausible theoretical answers to
the above questions, and in some cases there is an overabundance of plausible

answers.



Learning Social Norms

The first step in approaching norms from an evolutionary perspective is to use
the logic of natural selection, aided by formal evolutionary modeling, to consider what
kinds of learning strategies or heuristics individuals, be they humans or guppies, would
evolve to adapt to uncertain, novel and/or changing environments (Boyd and Richerson
1985, Aoki, Wakano and Feldman 2005, Henrich and Gil-White 2001). These
environments include social interactions in which information about costs and benefits of
alternative behavior is costly, inherently uncertain or incomplete, or impossible to acquire.
In such environments these learning strategies, which include heuristics that integrate
rules glossed as “copy the most successful” (prestige-biased transmission) and “copy
the majority” (conformist transmission), can outcompete learning strategies that rely
solely on direct evaluation of perceived costs and benefits (e.g., Boyd and Richerson
1988; Henrich and Boyd 1998).? This means that the direct evaluation of the costs and
benefits of alternative actions is but one component in a suite of adaptive learning tools
or heuristics that permit individuals to adapt to diverse informational environments. In
this suite, cost-benefit evaluation operates best in stable, well-structured (clear choices),
high information environments.

This line of evolutionary theorizing has led to many predictions about the kinds of
learning rules or biases that individuals should use in calibrating their behavior to local
environments and about resulting emergent population-level patterns. A substantial
amount of evidence from both laboratory experiments and field observations documents
these predictions in humans (Henrich and Gil-White 2001; Kameda and Nakanishi 2002;

Coultas 2004; Kohler, Van Buskirk et al. 2004; McElreath, Lubell et al. 2005; Henrich

% This approach has long recognized and explored the influences of “representational content” (the content
of what is socially learned) on transmission as well as the impact and importance of inferential processes in
understanding imitative learning. See Boyd and Richerson (1985) for an early treatment.



and McElreath 2006; Henrich and Henrich 2007: Chapter 2; Mesoudi in press) as well
as other species (Lachlan, Crooks et al. 1998; Day, MacDonald et al. 2001).

The second step in building an evolutionary theory of horms is to explore what
happens when these evolved learning strategies are placed in formal game theoretical
models that permit different kinds of social interactions with other individuals who are
also trying to adaptively learn. The results of many such efforts indicate that stable
equilibrium states at the population level often emerge from the individually adaptive
learning strategies of interacting individuals. This often yields a reliable behavioral
pattern for a given group. Often such analyses show that there are—in fact—many
different stable equilibrium states for a given population. Which state emerges in a
particular population is highly dependent on the initial conditions and details of particular
shocks along the evolutionary path (cf. Greif 2005). This situation begins to look like
social norms, at least in that these empirically-grounded learning heuristics give rise to
stable statistical regularities and behavioral prescriptions that vary across social groups.

The situation gets even more interesting when one considers social interactions
in which an individual has the possibility of exploiting others, such as in a pubic goods
situation or other cooperative dilemma. One might expect such strategies to always
dominate, but evolutionary learning models show that if individuals are using the above-
mentioned adaptive learning heuristics (prestige-biased and conformist transmission),
then pro-social or group-beneficial norms of cooperation, exchange, and respect for
others’ property can be maintained, even when the possibility of repeated interaction is
low, or the future time horizons of individuals differ.®> In sustaining such group-beneficial

equilibria, these approaches provide solutions to the well-known second and third order

®Itis an underappreciated theoretical finding that if populations consist of individuals that vary in the
expected length of their interactions, the successful reciprocity strategies are much less cooperative than tit-
for-tat and aren’t “nice” (they don’t cooperate initially). See Boyd (1992).



free-rider problems by (1) permitting, along with cooperation, the capacity to learn
strategies that punish non-pro-social behavior (Boyd and Richerson 1992; Henrich and
Boyd 2001), or (2) linking via reputation any norm-violating behavior to other types of
social interaction, where there could be costs (Panchanathan and Boyd 2004; see
below).

One problem with these “pro-social solutions” is that the same mechanisms can
stabilize any equally costly behavior, independent of its benefit to the group.
Mechanisms that can stabilize behaviors in the group can hurt both the individuals
themselves and the average payoffs of the group. This robust emergent aspect of the
mathematical analyses is problematic if one is looking exclusively to solve the dilemma
of large-scale cooperation or similar moral dilemmas. However, for building a theory of
norms, this oddity is a feature, not a bug, because it better reflects the world we observe.
Now these emergent phenomena are looking even more like the norms recorded by
social scientists: we have behavioral regularities stabilized by either direct punishment
or sanctioning (through reputational damage) that can be, but need not be, pro-social or
group beneficial. Anthropologists and sociologists have recorded a wide range of
regular stable behavioral patterns, though often idiosyncratic, that appear maladaptive
(Edgerton 1992, Diamond 1997, 2005), but yet appear enforced by concerns about
reputational damage or informal punishment. Conspicuous examples include Chinese
foot binding (Mackie 1996), supercision of adolescent males, cranial deformation in
infants, ritual cannibalism sustaining prion diseases, and female infibulation (Knight and
Ensminger 1998). It is interesting that the same mechanisms that can theoretically
account for the normative nature of the above practices are the mechanisms that can
explain cooperation in large groups, including management of property rights (Ostrom
1990), and economic exchanges among strangers in the absence of formal third party

enforcement (Ensminger 1992).



Internalization of Norms

There is at least one major empirically recognized aspect of norms missing from
our “ground-up” development: the “emotional.” The desire to adhere to some norms,
often termed “moral norms” by psychologists (Haidt 2001; Haidt 2007), appears to be
internally motivated in some fashion. Once internalized, norms become ends, goals, or
values in themselves. Economists would say these individuals have put the
performance of the norm into their objective function (Greif 2005). By noting this, we
mean to emphasize that internalizing a norm does not make one a mindless “norm-
executer.” People have plenty of other internalized goals that complete constantly with
internalized norms.

Why would natural selection build an organism to internalize social norms? To
approach this issue, the evolutionary analysis focuses on the costs of information
processing and making errors (violating norms), the temptation of not seizing immediate
rewards, and the developmental circumstance of the adapting child. Natural selection
could favor internalizing norms as ends in themselves if this saved on information
processing costs and/or the associated errors. If norms are reliable and frequently
sanctioned, an individual might be better off to “just do it” in most situations (motivated
by having norm adherence as a goal in itself) rather than performing an analysis for each
slightly different situation that would involve considering the probability of being judged in
violation of a norm, and the resulting long-term reputation damage. Moreover, suppose
that each time one runs a mental calculation like the one just described, actors
occasionally make errors that lead to more sanctions. Internal motivation could help
avoid unnecessary calculations, and avoid the errors of an inherently noisy environment.
This, however, does not imply that other internal motivations (such as narrow economic
self interest) don’t sometimes prevail (Ensminger and Knight 1997, Knight and

Ensminger 1998, Gintis 2004, Gintis 2007).



Alternatively, internally motivated adherence to norms may be natural selection’s
way of psychologically overcoming the pull of an immediate reward versus long-term
costs. If people overweight immediate rewards compared to future rewards or rewards
amortized over years, as economists argue they do (Samuelson 1937, Laibson 1997,
Frederick, Leowenstein, and O’Donaghue 2002), then internal motivation might provide
that extra push to forgo the short-term gains in favor of long-term payoffs. Natural
selection or adaptive learning could fix this problem by adjusting our temporal
discounting, but since many non-human animals have the same problem, we assume
that such mechanisms either provide other benefits that have allowed their preservation,
or it was biologically too difficult to build a better estimator.

When organisms live in rapidly changing or variable environments, allowing
proximate motivations to be internalized by learning can help the organism make
adaptive decisions. To understand this, consider the acquisition of social norms from
the perspective of children. Since norms vary among groups, but are generally locally
stable, children can adapt to the local environment by first rapidly adopting and partially
internalizing the local norms, thereby avoiding sanctions, and then begin evaluating the
costs and benefits of norm violations once they have mastered the norm. The problem
of errors in cost-benefit calculations is particularly acute for children since they lack the
information possessed by adults to evaluate the consequences of violation.
Developmental work suggests that by adolescence, and often long before, children have
solid knowledge and some internalization of many local norms. Children first acquire
local norms in contextually specific circumstances and then rigidly apply them, while
gradually expanding the norm’s domain of applicability as observation and experience
informs. Later, having mastered the knowledge of a norm, but perhaps not yet having
fully internalized it, children start figuring out how and when they can violate it for their
own benefit.
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One further perspective on how norms are learned and internalized deserves
attention. The creation of explicit rules, institutions, and laws, as we discuss below for
more complex societies, helps to coordinate people’s beliefs about what norm is
applicable to a particular circumstance. Formalized rules also convey information about
the incentives for adherence (sanctions); by influencing compliance, they may also
influence the acquiring and internalization by learners trying to figure out what the local
norm is (Cooter, Feldman, and Feldman 2007). Once internalized, guilt (in addition to
fear of sanctioning) already provides a motivation to follow the norm, assuming that one
knows what it is. The natural implication of this for our project is that the more highly
developed these systems are, the better should be people’s predictions about the
behavior of others, thus reducing variance in compliance and creating a virtuous cycle
(literally, in the case of pro-social norms) of norm internalization and compliance. In

another paper, Bohnet and Cooter (2003) summarize this perspective as follows:
Our results bear on a disagreement among legal scholars about how law causes social
change, such as the decrease in racial discrimination in the U.S. Some scholars argue
that law has an “expressive function” that changes behavior, whereas other scholars
deny that law has much influence on such phenomena as racial discrimination. Our
research suggests that law changes society by changing beliefs more than preferences.
According to this logic, laws imposing desegregation in the southern states may have
changed behavior by changing beliefs about the willingness of others to integrate.

Whereas beliefs changed relatively quickly, preferences probably changed relatively
slowly.

McAdams (2000) has also stressed the unigue impact of law as a focal point for
belief about how others will behave. As he puts it (2000:1651), “law works by what it
says in addition to what it does.” The emphasis here is upon coordination via focal
points. In this case, even sanction-less laws can serve this function by signaling
information. The concept that social norms change behavior by changing expectations

regarding the behavior of others is also supported by the literature on the power of
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framing effects to change behavior in economic experiments (see Camerer 2003 and

Ross and Ward 1996).

Experimental Support

This theoretical account of social norms permits us to unify an account for a
diverse range of empirical findings. Here we will briefly summarize some particularly
relevant experimental findings showing that (1) children can acquire individually costly
pro-social behaviors via observational learning and automatically adopt sanctioning
tendencies towards violators, (2) the pro-social behavior measured in economic
experiments in the U.S. develops gradually over the first two or three decades of life, (3)
behavior in experiments depends on population-specific contextual cues that aid
individuals to map games to their local norms, and (4) subject’s pro-social behavior
(cooperation, fairness, and punishment) in experiments in the West activates the same
reward circuits as does receiving cash payments. For a longer discussion of the
evidence see Henrich and Henrich (2007).

A long line of research with children shows that context-specific, pro-social norms
for altruistic behavior toward strangers can be acquired by observing others behaving
altruistically in the same context. When exposed to either adult or peer models who
donated more tokens to poor children, subjects between five and eleven years of age
also donate more tokens themselves. These effects were (1) not influenced by whether
the child was alone when making the donation decision, and (2) were not ephemeral, as
they endured in re-tests months later in which no observations of models occurred. The
altruistic effects extended to somewhat similar tasks, but did not generalize beyond this.
When placed in the role of model, these child subjects continued to donate higher
amounts and also spontaneously scolded younger children who did not donate

sufficiently; this scolding behavior had not been modeled in their original exposure as
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subjects. A comparison of ways to induce altruistic behavior towards strangers reveals
that among children observation learning is the best method. Preaching and verbal
instruction had little effect unless accompanied by costly donating actions by an adult or
peer model. Incentive schemes can induce the pro-social behavior as long as the
incentives persist, but they do not create internalized motivation (in fact, they seem to
inhibit internalization).*

In experimental games similar to those used in this volume, we know from other
research that children’s offers begin to approach adult levels by around age 12, then
there is a drop or plateau during adolescence, when they knowingly break the fairness
norm. In the ultimatum game, in which the responder can punish a low offer, giving
lower offers is rationally self-interested because adolescents’ willingness to punish has
not risen sufficiently high to discourage unfairness, as it will in adulthood (Ensminger and
Cook, this volume; also see Henrich and Henrich 2007: Chapter 8). Experiments done
over the developmental trajectory among American and European subjects show that
the pro-social fairness norms associated with experimental play do not fully reach the
adult plateau until the mid-twenties. The behavior of university students in experimental
games continues to change from first to fourth year, and in some experiments such as
the dictator game, the differences between students and fully socialized adults is
dramatic (Ensminger and Cook, this volume, Henrich and Henrich 2007).

This approach to norms gives us a means to anticipate and theorize about how
different contextual cues in laboratory experiments, which do not directly impact the
payoff structure of the game, can influence game play. Subjects arrive at experiments
equipped with norms, which include contextually specific beliefs (including expectations

of others’ behavior) and internalized motivations, and then face a novel situation. They

* We discuss the crowing out of intrinsic motivation with respect to our data in Chapter 4.
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have to figure out how to behave, in part, by figuring out what—if any—of their norms
apply in this situation. Since most experimental games involve both money and
anonymity, players from some societies with norms that apply to such contexts will be
influenced by both their norm-related beliefs (what they think others will do) and their
internalized motivations (such as what's “fair”).” These norm-effects come through when
experimentalists setting up the identical game (with the same payoff structure) vary the
language or some other aspect of the process. Ross and Ward (1996), for example,
used identical versions of a public goods game (a cooperative dilemma) and labeled one
the “Wall Street” game and the other the “community” game. They found that university
students in the Wall Street game contributed a bit less than those in the community
game (see also Pillutla and Chen 1999, Hoffman, McCabe et al. 1994). In a different
kind of variation, a variety of experiments show the positive effects on pro-social
behavior of communicating before playing. Communicating, even if this is not explicitly
about the game, can help players anticipate the norm-driven behavior of other players.

Hayashi et al. (1999) show that simple framing differences strongly affect rates of
cooperation in an otherwise identical two-person prisoner’s dilemma, and that these
effects depend on whether one is from Japan or the U.S. This finding fits with observed
differences between the U.S. and Japan in non-experimental contexts and shows that
the same contextual manipulations yield different effects in different populations. This
occurs in a manner that would seem linked to the differences between the larger

societies.

® See Ensminger (2004) for an example of a public goods experiment that did not use any specific framing,
but which was immediately labeled the “harambee” game by local participants in reference to the local
institution of public goods provision of which it reminded them. Behavior in the game tracked the locally
accepted behavior pattern: the wealthy made higher contributions to the public good, as local social norms
dictate for an exactly analogous institution. In contrast, in the dictator game, which triggered no particular
local institutional reference, the wealthy did not contribute statistically more than others.

14



We emphasize here that we do not think that “norms” are the only thing
influencing play in experimental games. Aspects of the games, such as the material
costs and benefits, the possibility of cultivating a reputation, and the prospect of
repeated interaction ought to influence game behavior in predictable ways, consistent
with evolutionary considerations or rational choice, independent of the norms.
Additionally, some seemingly contextual effects—that do not influence the actual payoff
structure—likely affect game play by influencing players’ perception of possibilities for
reputation formation or repetition (e.g., Haley and Fessler 2005) .

Finally, work in neuroscience and neuro-economics has recently contributed to
this line of theorizing by showing that behaving in the manner demanded by local norms,
by cooperating, contributing, or punishing in locally recommended or prescribed ways,
activates the brain’s rewards or reward anticipation circuits in the same manner as when
obtaining a direct cash payment (Fehr and Camerer 2007). Complying with local norms
by cooperating, contributing, or punishing “feels good” to brains in the same way that
personally getting money does. Cooperating and getting money (from the cooperation)
feels better than just getting the same amount of money without this association (Rilling,
Sanfey et al. 2004). Punishing by really hurting defectors (physically or monetarily) also
activates these reward circuits (Sanfey, Rilling et al. 2003) more than punishing
symbolically (de Quervain, Fischbacher et al. 2004). Giving money to charity activates
the same reward circuits as receiving money. Activations of the brain’s reward circuitry

in these experiments predict behavioral outcomes.

Convergence with Economics
Evolutionary and economic approaches have begun a convergence on both a
unified conception of learning and a theoretical foundation for social norms. By

considering both the impact of incomplete information and uncertainty on rational
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decision-making, combined with the simplicity of ecologically rational heuristics for
dealing with complex situations, bounded rationality is providing an understanding of
human social behavior paralleling that derived via evolutionary theory (Young 1998;
Gintis 2007). Economists have shown that copying successful people or copying the
majority, are—under particular conditions—quite rational strategies, as well as fitness-
maximizing (Ellison and Fudenberg 1993; Spencer and Huston 1993; Ellison and
Fudenberg 1995; Schlag 1998; Schlag 1999). Such strategies are rational when
information is costly to acquire or process, or when information about the costs and
benefits of alternative behavior are noisy (error ridden)—circumstances common to
many real life decisions. Economists have also led the way in exploring bounded
learning strategies based on personal trial and error learning (Fudenberg and Levine
1998).

Theoretical models that place individuals deploying these learning strategies in
social interaction yield stable behavior patterns that look like the emergence of norms.
This is not surprising in some cases, since the underlying learning heuristics used by
evolutionary theorists and economists are identical, but in other cases it re-affirms the
phenomena that learning plus social interaction can yield a wide variety of fairly stable
outcomes (Weibull 1995; Young 1998). This multiplicity of stable outcomes is even a
feature of classic game theoretical models that assume perfect and free information and
processing power—a finding enshrined in the folk theorem.®

Recently in economics, the emerging focus in game theory has led to some of

the best experimental work on learning in social interactions. The experiments confirm

® The social norms that arise from learning and social interaction are at least dynamically stable in the
vicinity of the equilibrium behavior (when most people are sticking to the norm). Since dynamically stable
equilibria are always also stable in classical game theoretic models in which actors are fully rational, selfish
and omniscient norms can persist even when some members get better informed and begin to approach full
rationality.
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that, at least in laboratory experiments, learners do appear to be using learning
heuristics both like “copy the successful” and “copy the majority,” as well as
experienced-based learning rules. Many of these findings converge with findings from
psychology, using quite different experimental tools, as well as those from field
observations.

In returning to the inspirations of Adam Smith and others, economists are
beginning to explore and theorize about the internalization of norms, or endogenous
preference formation, and have specifically considered the effect of markets (Bowles
1998). Rather than waving off the question of where people’s preferences come from,
an increasing number of economists are examining the possibility that preferences
emerge in part from interaction with the local institutional environment (Greif 2005).
People’s motivations or preferences partially calibrate to performing the local equilibrium
(Alesina and Fuchs-Schuendein 2007).

Economists have also entered the debate about processes of internalization of
norms; this is also of particular interest to them because it speaks to the origin of
preferences and makes norms self-enforcing. As Greif (2005:37) puts it, “internalized
norms are socially constructed behavioral standards that have been incorporated into
one’s superego (conscience), thereby influencing behavior by becoming part of one’s
preferences.” Even textbooks in microeconomics are now taking the need to consider
internalized motivations seriously (Bowles 2004).

Scholars in the law and economics tradition have also taken an interest in the
internalization of social norms. Cooter (1996a) has repeatedly emphasized the unique
guality of social norms as distinct from formal laws in that they are socialized within
individuals, and thus become self-enforcing. Cooter does not dispute the fact that we
often have reputational reasons for abiding by social norms, and individual members of
societies may also impose external sanctions on norm violators in the form of gossip and

17



even ostracism. But as Cooter notes, this is missing one of the unique features of social
norms, which is that we internalize them and that includes a sense of guilt should we
violate a norm that we believe to be morally just (1996b:1724, 1996b:152). Similarly, as
we saw in our discussion of neuro-economics, people also get “mental rewards” from
seeing a norm violator get punished. Thus social norms internally propel us (at least
some of us) to engage in behavior that is not necessarily in our narrow economic self-
interest. This also means that we may abide by norms even when no one is looking, as
for instance, in an anonymous economic experiment. Indeed, Cooter operationalizes a
definition of the degree of internalization of a norm as the price one is prepared to pay to
conform to it (2000:1581), which dovetails nicely with economic experiments that are
designed to measure exactly that dimension of behavior.

While economics does not generally concern itself with ultimate explanations of
motivations or preferences, some efforts within economics have paralleled and even
inspired some of the evolutionary explanations discussed above based on error
management. If norm violations result in sanctions or miss-coordination and certain
situations may tempt one to violate a norm, individuals should develop internalized
motivations (preferences) that allow individuals to avoid norm violations that will cost

them in the long run (cf. Frank 1988).

Multiple Mechanisms of Norm Stabilization

Recent models of the evolution of cooperative norms internalized by at least
some fraction of the group challenge us also to account for the assumed linkage to
costly punishment of norm violators. Earlier models, both those based on rational choice
and evolutionary learning, solved the free-rider problem in larger-scale cooperative
dilemmas by permitting the transmission of punishing strategies. The higher-order free-

rider problem created by the cost of punishing was solved by a meta-punishing strategy
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(punish all non-punishers) or because learners were using a combination of learning
strategies under uncertainty including some conformist learning (Axelrod 1984; Boyd
and Richerson 1992; Henrich and Boyd 2001). This is the kind of strategy that can use
the diffusion of information about violations to create diffuse punishment (those who can
most cheaply perform the function do so), or to allow those most able to do the
punishing. These approaches will also work in the absence of reliable reputational
information if direct observers of norm violation perform the sanctioning (Henrich and
Henrich 2007).

More recent evolutionary models of cooperative norms illustrate two alternative
routes to stabilize norms, which don’t involve costly punishment. Both approaches link
cooperating in larger-scale situations (doing something costly to contribute to a group
benefit) to a two-person interaction in a different social context. Panchanathan and
Boyd (2004) show how individual costly norms can be stabilized by attaching players’
reputations in a dyadic helping game to their reputations in a larger-scale individually-
costly interaction. If an individual fails to cooperate in the larger interaction he gets a
“bad reputation” and other individuals can withdraw their help from him in the two-person
game without getting a bad reputation themselves. Otherwise, individuals who refuse to
help those with good reputations in the two-person helping game get a bad reputation.
There is no free-rider problem here because individuals “sanction” by withdrawing help,
and thereby not paying the cost of delivering help. Straightforward narrow self-interest
drives sanctioning, so there is no costly punishment, though there remains a kind of
sanctioning. Among pastoral nomadic Orma cattle herders, Ensminger has observed
this phenomenon. Nomads who feel aggrieved by the behavior of their herding partners
may secretly gather their donkeys in preparation for moving, an activity that may take

several days. Once prepared, they decamp at dawn to the frustration of the deserted
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family, now left to their own resources because with no donkeys collected they cannot
join them.

Henrich (n.d.) has shown similar findings experimentally by attaching a larger-
scale cooperative interaction to a two-person negative reciprocity game (a “no stealing
game”). In the two-person game, individuals who profit by hurting (stealing from) those
with good reputations, get a bad reputation. Profiting from someone with a bad
reputation does not hurt the actor’s reputation. By attaching reputation in this two-
person game to a larger-scale interaction, those not performing individually costly
actions (defectors) get a bad reputation and people can steal from them with impunity
(no reputational damage). Again, in the case of large-scale cooperative interactions,
defectors get sanctioned, but there is no diffuse costly punishment. The sanction is
motivated by narrow self-interest, and sanctioning is not costly. Greif (2005:75-77, 442)
provides an illustration of a related mechanism from the economic history of Maghribi
traders. Traders could withhold punishment of agents who cheated merchants who
failed to punish an agent. For a similar formulation in rational choice theory, see Aoki
(2001).

Both of these alternative routes can yield stable social norms. However, as we
will argue in Chapter 4, unlike the models involving direct costly punishment, they
require well-functioning, high-fidelity, reputational systems. Therefore, while they could
potentially explain some norms in some groups, including pro-social norms, they cannot
support cooperation and fair exchange with those outside the reputational system, for
example, interaction in larger populations with strangers and infrequent exchange
partners.

Cooter (1997) and Fehr and Gintis (2007) have argued that internalized norms

make people more willing to directly punish norm violators at a cost because they
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believe the normative behavior is the right thing to do. We will return to this debate in
light of our findings and consider the circumstances in which the claim holds empirically.

The converging evolutionary and economic approaches described thus far
suggest that social norms, whether they arise from rational decision-making
mechanisms or some evolved adaptive learning processes, will cause different norms to
emerge in different places and contexts, leading members of different groups to calibrate
their beliefs and internal motivations differently. If our experiments are measuring norms
for dealing with strangers in monetary exchanges or interaction, the above theorizing
leads us to expect three features. First, we expect variation among populations both in
our measures of fairness and punishment for interactions with anonymous others (cf.
Henrich et al. 2004). We contrast these predictions with approaches that take university
student behavior in experimental games to be a robust universal feature of our species
and the product of cognitive adaptation based on repeated interactions (Hoffman,
McCabe et al. 1998; Nowak, Page et al. 2000). Second, since norms based on costly
punishment will cause both intrinsic motivation toward fairness and a willingness to
punishment unfairness to co-evolve, we expect a positive relationship across groups in
our measures of fairness and punishment (see Henrich et al. 2006). Third, this variation
among populations ought to be bounded by theoretically possible equilibria. It is not the
case that “anything” goes cross-culturally, but only that multiple equilibria are possible.
We don’t expect societies with normative expectations that favor, for example, giving all
of one’s windfall to an anonymous other. Societies tolerate much maladaptive behavior,
especially in non-competitive situations such as low population pressure, but societies
are often subject to cultural group selection that favors those that have managed to

develop pro-social norms to solve large-scale collective action problems.
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The Spread of Pro-social Norms

And Institutions across Populations

Once a combination of expectations, motivations, and beliefs converges in a
group to create a social norm, we have a somewhat sticky situation. Once different
societies, or groups, converge on different social norms, due to the aforementioned path
dependence and historical specificity of the process, is that the end? This problem is
made even more poignant because, as we have argued above, models of norms all
indicate that many different norms can be stable, and most of these are not pro-social or
group-beneficial. So, what we have is a bunch of different groups, each with different
norms, only a few of which involve any pro-sociality among strangers. Is there any way
to select among these social norms? This is the classic problem of equilibrium selection,
a serious problem that emerges in both dynamic evolutionary approaches and those
rooted in narrow concepts of rationality (Henrich 2006).

Young (1998) suggests one approach based on the stochasticity inherent in any
interaction. Different stable equilibria (norms) are more or less susceptible to the
repeated shocks created by this stochasticity, meaning that in the long-run some
equilibria will be substantially more common than others. Over the long run—and
sometimes this is a really long run—some social norms will be more likely to collapse,
and cause the group to evolve to a different norm. In his analysis, Young (1998:146-
147) is focusing primarily upon small players, whose many thousands of decentralized
interactions create the patterns we observe.

Up to this point, we have been largely concerned with these decentralized
actions by small players, and the learning techniques they employ to bring innovation
into their local social norms. But we also have many instances of important change in

social norms and institutions that is driven by big players, as Young (1998) also readily
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notes. Within the institutional literature there has been much discussion of whether such
change is driven by those seeking distributional advantage (Knight 1992), or efficiency
improvements (Williamson 1985, North and Thomas 1973). Representing an example
of the latter, is Harsanyi and Selton (1988), who posit forward-looking individuals who
recognize the long-term payoffs available at stable cooperative equilibria, assume others
are similarly sensible, and choose the pro-social state.

It is here that we believe it is helpful to make a distinction between the end of the
spectrum represented by social norms, and that represented by institutions. In societies
lacking any form of centralized polity, including most hunter-gatherer societies and many
horticultural societies, including those represented in our sample, there are few if any
formal institutions beyond social norms, which are generally initiated by small players
and most probably in an uncoordinated fashion. The techniques used in such local
innovation may include the learning and mimicking strategies that we have discussed.
They may also be motivated by cost/benefit calculations of distributional or efficiency
advantage.” Where they likely differ most from “institutional” change in larger-scale and
more complex societies, is in the level of coordination and consensus achieved prior to
experimentation.

Moving along the continuum of socio-political complexity from hunter-gatherer

and horticultural societies, we find societies with councils of elders, formal chieftains,

! Ensminger and Knight (1997) and Knight and Ensminger (1998) provide examples of how these processes
might play out in a decentralized society. In these cases the relative bargaining power of the individuals
leading the innovation in social norms can make a difference. In the case of a change in norm preference
inspired by Islam and leading to a preference for dowry rather than bridewealth, the authors argue that it
was the relative bargaining of those few individuals initiating the change that made the difference. The
authors argue that people in the society were less likely to sanction norm violators of greater wealth and
status, thus affording such people a greater ability to innovate social norms (either for their personal gain or
to suit their values), without being punished. People often do not wish to forgo future interactions with such
people, and will weigh such action differently than they would if the violators were less pivotal people in the
social network. Similar efforts by elites led to changes in clan exogamy and failed attempts (due to poor
coordination, not punishment) to eradicate female circumcision. We note that Mackie's (1998) example of
Chinese pledge societies that were involved in foot binding eradication also involved elites as prime movers.
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and the polities of archaic and modern states. At this end of the spectrum, coordinated
and centralized innovation of institutions may occur regularly. It is here, we argue, that
one is most likely to encounter coordinated manipulation both for strategic distributional
ends and for the benefit of collective action in the interest of the common good.
However, in making this distinction between social norms and institutions, we do not
wish to deny the fact that in many situations even within the most centralized societies, it
is the strength of local norms—not formal institutions or laws—that govern behavior. In
the developing world with which we are concerned, the sanctioning power attached to
breaches of local social norms may be considerable, while the reach of state institutions
may be limited and poorly internalized.

Economic history provides numerous examples of top down innovation in
institutional structures that have led to considerable economic prosperity (see
particularly North and Weingast 1989, and Greif 2005). Among ethnographic examples,
Ensminger and Knight (1997) have examined the process by which sedentary elites in a
livestock herding society managed to engineer a gradual change in the property rights
institution from one of common grazing to more restrictive access that eased
environmental degradation and favored sedentary elites (for additional examples of
property rights change see also Ensminger 1997b and Ostrom 1990). This is an
example of an institution driven by both distributional and efficiency motivations.

One can reconcile both the existence of maladaptive behavior and selection for
more productive social norms and institutions with the introduction of cultural group
selection acting upon social groups that have arrived at different stable equilibria.
Where population pressure and inter-group competition is absent, anything goes and we
see many examples of maladaptation. Where inter-group competition is strong, we may
see favoritism given to the spread of individuals and/or practices from groups stabilized
at equilibria that favor success in inter-group competition, which includes norms related
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to larger-scale cooperation, in-group harmony and fairness, and out-group
competitiveness. In humans, competition between groups can take the forms of warfare,
demographic success, or more subtle forms in which individuals learn decisions and
strategies by observing higher-payoff individuals—some of whom are from groups with
higher payoff norms (Fehr and Fischbacher 2003; Henrich 2004). This between-group
learning can lead to a differential flow of decisions, strategies, and even preferences
from higher to lower payoff groups (Henrich and Boyd 2001; Boyd and Richerson 2002),
or to differential migration (Boyd and Richerson 1990), favoring the spread of the high-
payoff norms. “Migration” from groups with one norm to groups with another norm can
occur without physical movement, such as when someone changes religions.®

There is both laboratory and field evidence supporting cultural group selection.
In the laboratory, Guerek et al. (2006) permitted players to choose between one of two
different “institutions.” In the first institution, players could contribute money to a group
project. All contributions were increased and divided equally among all players,
regardless of their contributions. Previous experiments (Fehr and Fischbacher 2003)
have established that when this interaction is repeated, mean contributions to the public
good drop to near zero (a “non-cooperative equilibrium”). The other “punishing
institution” is very similar, except now, after players have contributed, they can pay to
punish (reduce the payoff) or reward other players. When this interaction is played

repeatedly (Fehr and Gachter 2000), a substantial fraction of players punish low

8 Some might question whether all of these examples of equilibrium selection process should be categorized
under cultural group selection. There are two key requirements to assessing whether something is cultural
group selection. The first is that the relevant behavior be influenced by learning—that’s the “cultural” part.
The second and less well understood requirement arises from how evolutionary processes can be
partitioned into their variance components such that contribution to change created with within-group
processes are distinguished from between-group contributions (associated with group differences). Thus,
when it's the differences in payoffs based on variation between groups that influence the evolutionary
processes, it is appropriate to call it group selection according to Price’s original formulation (Price’s 1970,
1972; McElreath and Boyd 2007). Since norms within groups are stable, the within-group component is zero
on average, and there is no conflict between within and between group forces. The usual concerns
regarding the evolution of altruism via group selection do not apply (Henrich and Henrich 2007).
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contributors, causing mean contributions to rise and stabilize near full cooperation (a
“cooperative equilibrium”) among samples of Western undergraduates (Herrmann, Thoni
et al. 2007). Both laboratory institutions were run concurrently for 30 interactions and
players could, initially and after each subsequent interaction (after seeing others’
payoffs), choose their institution for the next interaction.

Guerek et al.’s (2006) principle findings can be summarized simply: initially most
players picked the institution without sanctioning possibilities. But in response to being
exploited by free-riders, cooperators in the non-punishing institution began to reduce
their contributions, which began to drive the total contributions toward zero. Meanwhile,
punishers in the sanctioning institution started driving contributions up, despite the
personal cost of punishing. After a few interactions, players from the non-sanctioning
institution—presumably seeing the higher payoffs of those choosing the sanctioning
institution—increasingly switched institutions. Notably, despite the incoming flow of
migrants from the non-sanctioning institution, the mean contributions in the sanctioning
institution consistently increased and/or held stable near full cooperation. In fact, most
incoming migrants, consistent with local norms in their new setting, increased their
contributions during their first interaction in the sanctioning institution, and a majority
administered some punishment.

What does this tell us about equilibrium selection? First, the student subjects’
expectations of others’ behavior did not permit them to foresee the final outcome and
select the higher payoff institution on the first interaction. This occurred despite the
simplicity of these experiments compared to the real world. Most selected the lower
payoff institution out of distaste for the possibility of being punished. Second, despite
the stochasticity of human decisions, neither institution drifted into another equilibrium.
There were only 30 interactions in this game, so one could hardly expect stochastic
processes to begin selecting equilibria. But, that is the point. observational learning
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across institutions occurs much faster than stochastic processes (at least in this one
experiment). What did happen is that once players from the lower-payoff institution
observed the higher payoffs of the other institution, they wanted to adopt the practices of
that institution, or the decisions/strategies of those other players. In this experiment,
players could only do that by "migrating” to the other institution. These migrants,
however, do not appear to be merely uninformed payoff-maximizers who needed to
adjust their beliefs about others. A majority of migrants into the sanctioning institution
not only cooperated in their new institution, but also punished (cooperating but not
punishing is the payoff-maximizing strategy).

The real world provides numerous case examples of this and other forms of
cultural group selection (Richerson and Boyd 2000; Bowles 2004; Richerson and Boyd
2005; Henrich 2007). In particular, Ensminger (1997a) provides an example of this
process of changing social norms in a discussion of conversion to Islam. Islam is known
to have spread particularly fast along the long-distance trade routes of Africa and South
Asia. Conversion was a necessary condition for access to trading networks. But while
people may have originally been attracted to the economic benefits of conversion, there
is no doubt that they fully internalized the norms and belief systems of the religion, which
worked to everyone’s advantage as they forged honest trading partnerships in which
contracts were honored, thus vastly expanding the Islamic trade routes and
simultaneously lowering transactions costs for all.

In the next section, we argue that a group’s social norms influence how markets
and other larger-scale institutions operate, especially in big populations. Social groups
with norms that facilitate trust, fairness, cooperation, and direct costly punishment for
norm violations in contexts involving strangers or low frequency interactions will succeed
in establishing institutions that achieve higher payoffs or are more competitive in inter-
group competition. These differences in group payoffs or competitiveness will favor the
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spread of the associated norms via one of the above equilibrium selection mechanisms.
Examples in the literature point to some combination of differential demographic
expansion, conquest, assimilation, differential immigration into successful populations, or

payoff-biased learning and adoption of norms from more successful groups.

Markets, Complex Societies,

And the Norms that make them Work

There is remarkably little consensus on two different, though inherently related,
guestions that researchers from diverse disciplines have confronted. The first is
traditionally an anthropological question (Johnson and Earle 2000): until about 10,000
years ago our ancestors lived in relatively small, nomadic or semi-sedentary, populations
dependent on hunting and gathering for subsistence. In the ensuing millennia,
sedentary agriculture arose in several places, then larger towns emerged, then cities
with monumental architecture, metal, militaries and writing, and the rest is literally history.
The scale and intensity of human cooperation and exchange expanded dramatically
during what, in human evolutionary terms, was a relatively short time. How can a
species adapted to living in relatively small foraging groups, often dependent mostly on
kin relationships, expand the sphere of cooperation and exchange to such an extent in
such a short time, and why did this seem to occur at different rates on difference
continents (Diamond 1997; Richerson and Boyd 1998; 2000)? The second question,
one of critical humanitarian importance, has long animated economic thinkers even
before Adam Smith took up the challenge: Why are some societies rich and others
poor?

Respected scholars from a variety of disciplines have considerably diverse

perspectives on these most critical questions. Hypotheses concerning the role of
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climate and geography have a long history in explanations of differential development,
and have recently been further elaborated by Diamond (1997), Sachs (2001, 2003),
Landes (1998), and Acemoglu, Johnson, and Robinson (2001). Such explanations
place the emphasis more upon the fortuitousness of being in the right place at the right
time, rather than upon motivations, beliefs, and expectations that create society-wide
social norms, and that in turn generate institutions facilitating economic growth.

In contrast, scholars such as Plateau (2000), Sowell (1998), Putnam (1993) and
North (2005), as well as much earlier modernization theorists of the fifties and sixties (for
example, McClelland 1961), have stressed the role of cultural practices, beliefs, and
values in the process of economic development and wealth generation. The theoretical
framework for the evolution of social norms that we have laid out above is consistent
with some of the arguments made in this literature, but we believe that better
specification of the mechanisms and substantiation with experimental and ethnographic
evidence alters and greatly clarifies this line of theorizing.

One way in which our data bear on the literature relating beliefs and values to
economic growth has to do with religion. Religion plays a role in both our theory of the
evolution of societal complexity and in our data. Religion in small-scale societies often
lacks omniscient moralizing gods that actively reward and punish proper behavior. The
idea of a lovely and desirable afterlife is relatively rare. Anthropologists have long noted
a positive relationship between societal complexity and the presence of high moralizing
gods. Societies with high moralizing gods have spread dramatically, as have their
beliefs, in the last two thousand years. Henrich (2007) has argued that religion has often
spread by one of the mechanisms discussed above, cultural group selection. Our
analyses in this volume indicate, independent of a wide-variety of other factors like
income, wealth, market integration and settlement size, a positive relationship between
practicing a world religion (Catholicism, Islam, and Protestantism—Evangelical and non-
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Evangelical) and pro-social behavior towards anonymous others. Notably, the
relationship that we find does not support Weber (1958), who is the best known
proponent of the relationship between religion and commercial development. Contra-
Weber, it is not the Protestants who drive this relationship, but the Catholics and those
who practice indigenous religions. Of course religions are major vehicles of socialization,
so the processes at work may be similar to those described above for social norms,
though psychologists have recently shown that unconsciously priming religious adults
with “god” yields substantially higher dictator game offers (Sharif and Nor xxxx).

Another tradition close to what we propose here has focused upon the
consequences of institutional change as the driver of economic growth and development.
In particular, Locke (1980), Smith (1778), and Hayek (1960) all emphasized the
importance of property rights for stimulating economic development. More recently,
Rosenberg and Birdzell (1986), de Soto (2003), North (1981 and 1990), Greif (2005),
and Acemoglu et al. (2002), have considered the evolution of efficient institutional forms,
including the development of property rights, as crucial for understanding differential
global development. Acemoglu et al. (2002) have argued that the reversal of the
economic fortunes of many regions after 1500 resulted from an interaction of European
institutional forms with the spread of the industrial revolution out of Britain.

These diverse perspectives on the differences in the fortunes of nations are not
necessarily mutually exclusive, and can be linked by examining the first question, the
evolution of societal complexity since the beginning of the Holocene. Consider the
origins of agriculture. Certain geographical regions had better combinations of natural
endowments in the form of more easily-domesticated grains and animals and climates
better suited to cultivation, population expansion, and long-term settlement. But as
empirical data suggest, sustaining relatively stable, harmonious, large, sedentary
settlements built around fixed resources (land, water, and pasture) requires at least
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some agreement on rudimentary property rights, access agreements, storage systems,
and defensive collaborations, before agriculture can take-off. It seems likely that at least
in some regions the technical know-how of domestication may have been poised for a
takeoff long before the incentives existed for individuals to go to the bother of planting
and nurturing a crop through harvest (North 1981). Who would take on such a task
absent some confidence in their ability to access the fruits of their labor? Working out
cooperative property rights, or defense capabilities, may have taken far longer than
evolving the technical routines and know-how of stable productive agricultural packages.
Merely learning to live together long enough in large settlements with significant
numbers of non-kin to sow and reap a harvest may have required the development of
norms of fairness that facilitated submission to an authority. Initially, such authority
systems may have been nothing more than diffuse consensus among elders with the
legitimacy to settle the disputes that arose from co-habitation and the additional strains
of dividing surplus. The development of more elaborate religious beliefs with
professional specialists may have facilitated such submission to authority, as well as
making the potential consequences of punishment more biting. Ethnographically, many
groups, including some of the societies we have studied, lack such religious professions,
and don't linger in large settlements, as disagreements and dispute cause dissolution;
they don’t submit to authorities above the head of household (Henrich 1997; Henrich
2000; Johnson and Earle 2000; Johnson 2003, Murphy and Murphy 1986).

Consistent with this, the archaeological record indicates that the knowledge of
domestication existed long before its deployment on a broad scale. Implementation of
more intensive farming practices may have had to wait for the social and institutional
systems to catch up (Richerson, Boyd et al. 2001). The problem is not dissimilar from
what we observe in the modern world today. Clearly there are many societies aware of
and in possession of the technological capacities of higher performing economic
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systems that they wish to emulate, but for which they have not yet mastered the
institutional capacity to do so.

Expanding the division of labor and trade, sustaining effective political and
judicial decision-making, controlling corruption, maintaining public safety and effective
policing require the evolution of an immense variety of institutions for dealing pro-socially
to solve the inherent collective action problems that arise in interacting with strangers or
low-frequency partners. Solutions to these problems require institutional foundations.
Groups, or their norms, tend to spread because they allow larger populations to achieve
higher payoffs in the competitive ecologies of other groups. Such norms can, and did,
spread, probably by some version of the equilibrium selection mechanisms discussed
above. But these processes are often slow, stochastic, reversible, and often lead to the
eventual collapse of specific societies (Diamond 2005).

Part of this process involves the emergence of the norms and institutions that
create the environment to permit market exchanges among strangers or low-frequency
partners. Certain forms of market exchange and their associated norms for dealing with
strangers co-evolve. Groups with norms that allow profitable exchange among strangers
will achieve, on-average, greater success than those lacking such norms. Such market
norms can spread as individuals seek to join the group, impressed by its success, and
adopt the norms (just as they did in Guerek et al.’s experiment), or as members of other
groups adopt the norms of the successful group and shift the balance of their own group
toward new norms. Successful groups may proliferate demographically, as did early
Christians and Muslims, or the successful group may apply its excess wealth to military
or commercial expansion (as occurred in Europe during the industrial revolution). At the
same time, markets and related institutions developed elsewhere can spread into groups
already possessing sufficiently appropriate or applicable norms (even if non-optimal),
though markets won't spread readily into groups lacking the appropriate norms without
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the operation of one of the aforementioned equilibrium selection mechanisms. One
implication of this reasoning is that more market integrated societies ought to, ceteris
paribus, have more pro-social norms for dealing with strangers, anonymous others, or
low frequency exchange partners.

Independent of markets, larger populations suffer from the daily need to interact
with, cooperate with, not steal from, and exchange with other individuals, well beyond
one’s circle of friends and family. Sustaining larger populations will require similar pro-
social norms, though if the population is not too big, reputation can sustain the norms in
the absence of direct costly punishment (Panchanathan and Boyd 2004). Thus, we
predict a relationship between settlement size and punishment behavior in our
experiments. Large populations require costly punishment to sustain pro-social norms,
while small populations can use either reputation or costly punishment. Dixit (2004:76)
has formalized this proposition and argues that it is systems of intermediate size that are
at the greatest disadvantage, operating as it were between the advantages of face to
face direct reputation based systems of punishment, and those at the other end of the
institutional spectrum with strong mechanisms of third party enforcement. Indeed, there
is some indication that our results are consistent with this proposition, though our sample

size is too small to actually test it.

Conclusions

We believe that the data from this project shed some light on the mechanisms by
which social norms and institutions evolved through human history. Our experiments
were designed to test for the existence and strength of social norms of fairness and
punishment that sustain exchange relationships, maintain harmony, and facilitate
collective action and exchange among unrelated individuals not engaged in a long-term

relationship. Our findings from the first phase of this project (Henrich et al. 2004), now
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replicated and extended in this second phase with new experiments and a new sample,
indicate a positive relationship between pro-social behavior and market integration, as
well as a positive relationship between settlement size and the punishment of norm
violations.

The sample of societies from which we draw the data for this project is highly
unusual in that it runs the gamut from almost pure hunter-gatherer (absent most traces
of modern development and material possessions), through numerous horticultural
societies (almost equally remote from modern markets), to cash cropping farmers, urban
African workers, and small town residents in rural American. As such, it offers a rare
opportunity to address some core questions about the relationship through time between
social norms governing fair-minded behavior, institutional complexity, and level of market
exchange.

In this chapter we have laid out a theoretical framework, together with
experimental and empirical evidence to support it, in which we attempt to explain the
mechanisms by which pro-social behavior can arise in the simplest of human societies.
From there we describe the means by which we believe pro-social behavior can
proliferate in a virtuous cycle of reinforcement as institutional structures become more
complex. We recognize that multiple equilibria persist, and many, if not most, are
maladaptive. But as societies come in competition with one another, those where
individuals and groups have drifted or designed their way into equilibria that stabilize
higher levels of pro-social behavior have selective advantages over their neighbors.
Quite commonly, aspects of successful systems are recognized and copied by
neighbors, but never with exactly the same result, given path dependence. The level of
economic exchange that is supported by complex societies today has its foundation in
the earliest human societies, where some pro-social behavior is also maintained. But as
institutions become more complex, they have the capacity to specify and enforce higher
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levels of pro-social behavior that can allow societies to realize the economic benefits of

overcoming huge collective action problems.
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