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Incentive analysis of regional cooperation
Application of non-cooperative public goods game

Minoru Kunizaki
Faculty of Economics, Aichi University

Abstract

Using uncoordinated supply model of regional public goods for multiple regions, we derive the triggers
and conditions for voluntary cooperation among regions. The model used there is basically the same as the
private supply problem of public goods.

However, the following points are expanded. First, although public goods in one area partially benefit other
areas, the external effect is that it is possible to limit the use of other people by the supply area. Also, this
external effect can not be completely restricted, so the local people are guaranteed the least access to public
goods.

Second, with such non-cooperative situations as initial values, no coordinated policy will be implemented
voluntarily if each region is completely homogeneous. Therefore, asymmetry of each region is assumed here.
Furthermore, as a factor of regional cooperation, consider a state where at least the welfare of each area
improves over the initial state. This requires that regional cooperation as a cooperative policy is Pareto
improving.

Regional cooperation examined here is limited to two. The first is to ease the restrictions on access to
public goods to other residents in each region and to consign the supply to other regions. Next, we consider
the state of merger where one area is completely absorbed by another area. The former corresponds to the so-
called transfer of resources for supply of common goods. The latter is to completely outsource public goods
supply. Such an assumption makes it possible to associate regional characteristics and forms of cooperation.
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