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Evolution of Relational Capital
Masakazu IMAI
Abstract

The purpose of this paper is to explore how relational capital evolves. First it surveys the
prisoners' dilemma ( PD ) game, Folk Theorem by introducing Axelrod's computer tournaments on
evolution of cooperation, and a one-shot cooperation game using players' reputation. The lessons of
this discussion is that firms entering new markets should build reciprocal relations with local
partners or take account of reputation of prospective business partners. Second it shows that
cooperation can evolve if the population is divided and interaction is occurred in each subgroup.
Further once players can choose not to join the game, it demonstrates that cooperation can evolve
even if it is a one-shot game with neither reputation nor making subgroups of the population. It
concludes that cooperation possibly evolves without major conditions for Folk Theorem. Lessons
for policy makers responsible for development of business environments as well as for firms are
derived from the discussion.
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