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Abstract: Experimental studies on social dilemmas have shown that while the existence of a sanctioning institution improves cooperation within groups, it has also a detrimental impact on efficiency. Could pre-play threats of punishment have the same beneficial impact on cooperation than sanctions without reducing efficiency?  In our VCM game players have the opportunity to assign non-binding pre-play threat points of sanctions for each possible level of contribution.  After being informed about these threats, each player decides on how much to contribute to the group account. Finally players decide how many points of actual sanction to assign to each of the other group members after learning their contributions.  We find that threats increase significantly the level of contributions but do not improve efficiency.  In a second treatment we introduce the possibility to sanction also deviations between threats and actual sanctions.  This leads to lower threats and therefore to less cooperation. 
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