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Abstract:

We use experiments to investigate the efficacy of credible assignments and performance
bonuses in resolving coordination failures in a stag-hunt type coordination game with
multiple Pareto-ranked equilibria, often referred to as a “weak link” game. Participants
routinely find it difficult to coordinate to the payoff-dominant outcome in such games.
We look at performance in both fixed and randomly rematched groups. A credible
assignment to the payoff-dominant outcome is successful in resolving coordination
failures with fixed groups. Resolving coordination failures is harder with randomly re-
matched groups and can be achieved only with the payment of performance bonuses.
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