A Service of

[ ) [ J
(] [ )
J ﬂ Leibniz-Informationszentrum
° Wirtschaft
o Leibniz Information Centre
h for Economics

Make Your Publications Visible.

van den Brink, René; Levinsky, René; Zelen, Miroslav

Working Paper

The balanced solution for cooperative transferable

utility games

Jena Economic Research Papers, No. 2007,073

Provided in Cooperation with:
Max Planck Institute of Economics

Suggested Citation: van den Brink, René; Levinsky, René; Zelen, Miroslav (2007) : The
balanced solution for cooperative transferable utility games, Jena Economic Research Papers,
No. 2007,073, Friedrich Schiller University Jena and Max Planck Institute of Economics, Jena

This Version is available at:
https://hdl.handle.net/10419/25639

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor dirfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie durfen die Dokumente nicht fur 6ffentliche oder kommerzielle
Zwecke vervielfaltigen, 6ffentlich ausstellen, éffentlich zuganglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfigung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewahrten Nutzungsrechte.

WWW.ECONSTOR.EU

Terms of use:

Documents in EconStor may be saved and copied for your
personal and scholarly purposes.

You are not to copy documents for public or commercial
purposes, to exhibit the documents publicly, to make them
publicly available on the internet, or to distribute or otherwise
use the documents in public.

If the documents have been made available under an Open
Content Licence (especially Creative Commons Licences), you
may exercise further usage rights as specified in the indicated
licence.

Mitglied der

Leibniz-Gemeinschaft ;


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://hdl.handle.net/10419/25639
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

JENA ECONOMIC
RESEARCH PAPERS

7
'*,'i e,
44
oy

ALy

#2007 - 073

The balanced solution
for cooperative transferable utility games

by

René van den Brink
René Levinsky
Miroslav Zeleny

www.jenecon.de
ISSN 1864-7057
The JENA ECONOMIC RESEARCH PAPERS is a joint publication of the Friedrich-Schiller-

University and the Max Planck Institute of Economics, Jena, Germany. For editorial
correspondence please contact m.pasche@wiwi.uni-jena.de.

Impressum:

Friedrich-Schiller-University Jena Max-Planck-Institute of Economics
Carl-Zei3-Str. 3 Kahlaische Str. 10

D-07743 Jena D-07745 Jena

Www.uni-jena.de www.econ.mpg.de

© by the author.


http://www.uni-jena.de/
http://www.econ.mpg.de/

Jena Economic Research Papers 2007-073

The balanced solution

for cooperative transferable utility games

René van den Brink
Department of Econometrics and Tinbergen Institute,

Faculty of Economics and Business Administration, Free University,

De Boelelaan 1105, 1081 HV Amsterdam, The Netherlands,

René Levinsky”
Max Planck Institute of Economics,

Kahlaische Strafle 10, 07745 Jena, Germany,

and Miroslav Zeleny'
Department of Mathematical Analysis,
Faculty of Mathematics and Physics, Charles Unwversity,
Sokolovska 83, 186 75 Praha, Czech Republic.

October 10, 2007

Abstract:

The Shapley value of a cooperative transferable utility game distributes the dividend

of each coalition in the game equally among its members. Given exogenous weights

for all players, the corresponding weighted Shapley value distributes the dividends

proportionally to their weights. In this contribution we define the balanced solution

which assigns weights to players such that the corresponding weighted Shapley value

of each player is equal to her weight. We prove its existence for all monotone

transferable utility games, discuss other properties of this solution, and deal with

its characterization through a reduced game consistency.
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1. INTRODUCTION

Consider a finite set N with n players. Situations where each subset of players
of N can generate a certain worth can be described by a cooperative transferable
utility game (or simply TU-game) (N,v): for any coalition S C N, the real number
v(S) is the worth of S, which the members of the coalition S can distribute among
themselves. A payoff vector in an n-player TU-game is an n-dimensional vector
whose components are the payoffs of the corresponding players. A single-valued
solution for a class C of TU-games is a function that assigns a payoff vector to every
TU-game in C. The best known single-valued solution for TU-games is the Shapley
value, Shapley (1953b), which distributes the so-called Harsanyi dividends of the
game equally among the players in the corresponding coalitions (see Section 2 for
undefined notions).

The equal distribution of the dividends seems questionable in situations that
suggest proportionality rather than equality. A prominent example is the socio-
psychological equity theory of Homans (1961) and Selten (1978). The standard
business practice of dividing a firm’s profit proportionally to investment (constant
return per share) could serve as a daily-life example of the same phenomenon. (Sub-
additive) cost games provide another example. Consider a market with non-linear
pricing where the unit price depends on the purchased volume, e.g., it equals to 10
for quantities bellow five and 8 for higher amounts. Suppose there are two agents
in the market who have to buy two and three units, respectively. One might expect
that the buyers will agree to pool their resources and buy together the five units to
guarantee the lower price for both of them, spending 16 and 24 units, respectively.
On the contrary, all prominent solutions for TU-games (Shapley value, nucleolus
etc.) are based on equal split of the dividends for 2-person games. In this example
these solutions predict that buyers split the cost savings (of 10) equally (spending
15 and 25 respectively, and facing different prices of 15/2 and 25/3).

Several authors have proposed ‘proportional’ solutions for particular classes of
games (see, e.g., Kalai, 1977; Roth, 1979; Hart and Mas-Colell, 1989; Feldman,

2005; Ortmann, 2000). In this paper we modify the so-called proper Shapley value,
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the solution proposed by Vorob’ev and Liapounov (1998). Their approach is based
on the weighted Shapley value, Shapley (1953a), where the dividends are distributed
among players proportionally according to some exogenously given weights. The
proper Shapley value distributes the worth of the grand coalition N among the
players in such a way that the payoff vector x coincides with the weighted Shapley
value with respect to the weight scheme given by that vector x. Thus the proper
Shapley value is obtained as a fixed point of the mapping that appears in the defi-
nition of the weighted Shapley value.

Vorob’ev and Liapounov (1998) proved the existence of the proper Shapley value
for all games with nonnegative dividends. These games form a proper subclass of
monotone, convex games. Similarly to their approach, we consider fixed points of
a particular mapping on the payoff simplex. Our mapping coincides with that of
Vorob’ev and Liapounov for positive efficient weights; for weights on the boundary
of the nonnegative efficient simplex we follow the original Shapley value approach
and split the dividends equally among the players in the corresponding coalition.
A payoff vector obtained in this way will be called a balanced value. The balanced
solution assigns to each game the set of all balanced values. The idea behind the
proper Shapley value and our solution is identical: since the payoff vector given by
the weighted Shapley value and the vector of weights itself express the power of the
players in the game, they should naturally coincide.

The paper is organized as follows. In Section 2 we present some basic facts about
TU-games and their solutions. The balanced value and the balanced solution are
introduced in Section 3. We discuss some basic properties and state the theorem
saying that each monotone game admits at least one balanced value. We also deal
with a characterization of the balanced solution adapting the reduced game property
used by Hart and Mas-Colell (1988, 1989) to axiomatize the Shapley value. Finally,

the proofs of the main results are presented in Section 4.

2. PRELIMINARIES

Let us start with several formal definitions. A transferable utility game (TU-game

for short) is a pair (IV,v) where N = {1,...,n} and v is a characteristic function
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assigning to each subset S C N a real number v(S) whereas v()) = 0. We denote
the collection of all TU-games by G.
A TU-game (N,v) is
e monotone if v(S) < v(T') whenever S CT C N,
o superadditive if v(S) +v(T) < v(SUT) whenever S,T C N are disjoint.

Let (N,v) € G. The dividends Ay ,(S), S C N, are defined inductively by

0, if S =10,
AN,U(S) —
v(S) — ZTQS Ano(T), ifS+# 0

(see Harsanyi, 1959). Let us note that v(S) = ;g An,o(T') for every S € N. This
formula shows that the dividends uniquely determine the characteristic function.

We employ the following notation. Let N be a finite nonempty set, y € RY, and
S C N. The symbol y|s stands for the restriction of y to S and yg stands for } .o v
whereas yp = 0.

A payoff vector x € RY for a game (N, v) is efficient if it exactly distributes
worth v(N) of the grand coalition N, i.e., if xy = v(N). The set of all efficient
payoff vectors of (N, v) is denoted by X (N,v) and the set of all efficient payoff
vectors with positive coordinates is denoted by X, (N,v). If there is no danger of
confusion we write simply X and X instead of X(NV,v) and X, (N,v).

Let C C G. A single-valued solution on C is a function f that assigns to every
game (IN,v) € C a payoff vector f(NN,v). A single-valued solution f is efficient on
C if f(N,v) is an efficient payoff vector for all (N,v) € C. A set-valued solution F'
on C assigns a set of payoff vectors F'(IV,v) to every game (N,v) € C. A set-valued
solution F' is efficient on C if every payoff vector in F(N,v) is efficient whenever
(N,v) €C.

The Shapley value (Shapley, 1953a) of a game (N, v) is an efficient single-valued
solution obtained by distributing the dividends of every coalition equally among all

players in the coalition, i.e., it is the function ¢ : G — R defined by

1) N0 = 3 = Ax(S), FEN,

where |S| denotes the cardinality of S.
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Given a weight vector w € RY with weights w; > 0, i € N, the corresponding

weighted Shapley value (Shapley, 1953b) is the function ¢* : G — R¥ defined by
o7 (N,v) = ;V%AN,U(S), i e N.
=

The weighted Shapley value thus distributes the dividends of coalitions proportion-
ally to the exogenously given weights of the players. Clearly, if all weights w; are
equal to each other then the weighted Shapely value ¢ (N, v) is equal to the Shap-
ley value ¢(V,v). Further observe that if w and @ are positive weight vectors with
Wi /W; = w;/w; for all i, j € N then ¢*(N,v) = ¢“(N,v).

The best known set-valued solution is the core which assigns to every game the
set of efficient payoff vectors that are group stable in the sense that every coalition

gets at least its own worth. So, the core of a game (N, v) is the set of payoff vectors

given by
Core(N,v) = {x € RY | zx = v(N) and g > v(S) for all S C N}.

A problem with the core is that it can be empty, even for monotone superadditive
games.

Let us recall several notions which will be helpful later.

Definition 1. Let (N, v) be a TU-game.
e A component in (N,v) is a coalition C' C N such that
v(S) =v(S\C)+v(SNC)

for all S C N (see, e.g., Aumann and Dreze, 1980, Chang and Kan, 1994).
e Player i € N is a null player in (N,v) if v(S) = v(S'\ {i}) for all S C N.
e Players i,7 € N are symmetric with respect to (N,v) if, for each S C
N\ {i,j}, we have v(SU{i}) = v(SU{j}).

In the next definition we recall some notions related to solutions of TU-games.

Definition 2. Let C C G be a class of games and F' be a solution defined on C. A

solution F’ satisfies on C
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e component efficiency if, for every (N,v) € C, x € F(N,v), and every com-
ponent C' in (N, v), we have x¢c = v(C);
e the component restriction property if, for every (N,v) € C, every component

C'in (N,v), and every z, ' € F(N,v), we have that =" given by

x; forie(C,
x, forie N\C,
is an element of F(N,v);
e the null player property if, for every (N,v) € C and = € F(N,v), we have
x; = 0 whenever i is a null player in the game (N, v);
e the symmetry property if, for every (N,v) € C and = € F(N,v), we have
x; = x; whenever i and j are symmetric players with respect to (IV, v);
e individual rationality, if z; > v({i}) for every (N,v) € C, x € F(N,v), and
1€ N.

3. BALANCED VALUES, BALANCED SOLUTION, AND THEIR PROPERTIES

Let (N,v) be a given game and w! € X, be an initial weight scheme where
the weights equal each other. Applying the Shapley value (1) we get a redistributed
weight vector w? := (N, v) reflecting the power of the players. Thus it seems natural
to consider w? as a new weight scheme for players in the game (N, v). Applying the
weighted Shapley value repeatedly we get a sequence (w®)°, of weights satisfying
Wt = " (N, v) (assuming w* to have strictly positive coordinates). Obviously,
the ‘limit weights’ (if such exist) will be invariant to the redistribution mechanism.
This turns our attention to the fixed points of the mapping w +— ¢“(N,v).

Let us be more formal. Let (N,v) € G and define h(N,v) : X — RY by

1

X .
h(N,v);(z) = g x_AN’v(S) + E | |AN7U(S), i€ N.
SCN,ies *S SCN,ieS
570 zg=0

For the sake of brevity, we omit the parameters (N, v) if no confusion is possible.
The mapping h coincides with the mapping w — ¢“(N,v) on X,. The second
sum in the definition of h is important when dealing with zero weights. Since we

cannot divide by xg if xg = 0, we follow the original Shapley value approach and
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split the dividends equally among the players in the corresponding coalition in that

case.

Remark 1. For every z € X we have

h(z) = hi(z) = > Anu(S)+ D Anal(S) = Y Ana(S)
€N SCN SCN SCN
570 rs=0

=v(N).

This means that h maps values from X to X.
The next definition introduces the key notion of our paper.

Definition 3. Let (V,v) € G. A vector x € X is called a balanced value if h(z) =z

and z; > 0 foralli e N.

We denote

B(N,v) = {x € X(N,v) | z is a balanced value of (N, v)}.

Remark 2. (i) We require the balanced values to be nonnegative since we consider
them as payoff vectors as well as weight schemes.

(ii) Consider a two-player game (N, v), where N = {1, 2} and v satisfies v({1}) >
0, v({2}) > 0, and v(N) > 0. Then a straightforward computation gives a (unique)

balanced value

oy w2y
(v({l}) oy "N @y “V)) '

Thus in this case the worth of the grand coalition is distributed proportionally to

the individual worths.

(iii) In general, fixed points for h : X — X need not exist, as one can easily check

in the case of the following two-player game:

N={1,2}, o({1}) =1, v({2})=-1, wu(N)=1.

However, we have the following first main result.

Theorem 1. There exists at least one balanced value for each monotone game.
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Let us indicate here only the main idea of the proof. (The full proof can be found
in Section 4.) The first step is the result saying that if the game (N, v) is monotone
then the function A redistributes each positive weight scheme xz € X, to a positive
weight scheme h(z) € X, (see Lemma 3(ii)). Then we define a multivalued mapping
F by assigning to each x from the closure of X the convex hull of the set of all
limit values of h|x, at x. Applying Kakutani’s fixed point theorem to F, we get a
fixed point z* of F. Finally, we show that x* is also a fixed point of h. Note that
we cannot apply directly Brouwer’s fixed point theorem since the mapping A is not
continuous on X, as illustrated in Example 2 in the last section.

We refer to the solution that assigns to every game (N,v) € G the set of bal-
anced values B(N,v) as the balanced solution. For monotone superadditive games,
individual rationality seems a desirable property. It turns out that this property is

satisfied by the balanced solution.

Theorem 2. If (N,v) is a monotone superadditive game and x is a balanced value

of (N,v), then x; > v({i}) for everyi € N.

The proof of this theorem can also be found in Section 4.

Consider the game (N, v) such that v(S) = 0 for every S € N and v(N) = 1. Then
each x € X is a balanced value. So we do not have uniqueness for balanced values
even for the class of all monotone games. On the other hand, we do not know whether
the balanced value is determined uniquely for any monotone or superadditive game
(N,w) with w({:}) > 0 for every i € N.

The next proposition captures properties of balanced values related to the sym-

metry property and the null player property.

Proposition 1. Let (N,v) be a monotone game.
(i) If i, € N, i # j, are symmetric players in (N,v), then there exists a
balanced value x* of (N, v) with x] = x}.
(ii) Leti € N. Ifv({i}) = 0, then there exists a balanced value x* of (N,v) with
xz; = 0.
(iii) Let i € N. If v({i}) > 0, then each balanced value x* of (N,v) satisfies

xr > 0.

1
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(iv) If k,l € N are symmetric players with respect to (N,v) and v({k}) > 0 (and
thus v({l}) > 0) then each balanced value x* of (N,v) satisfies x} = x;.

It is well known that efficiency, the symmetry property, the null player property,
and additivity uniquely determine the Shapley value. Let us remark that the bal-
anced solution satisfies efficiency and the null player property on the class of all
games, and the symmetry property on the class of all positive monotone games. (A

game (N, v) is positive if v(S) > 0 for all nonempty S C N.)

Proposition 2. The balanced solution satisfies component efficiency, the component

restriction property, and the null player property for the class G.

Let us mention that balanced values need not be core allocations nor the other

way around, as is demonstrated by the following example.

Example 1. Consider the game

3 if S =N,
2 if [S] =2,
v(S) =
1 if S = {3},
0 if Se{{1},{2}}.

\

Note that Proposition 1(i) implies that there exists a balanced value with x; = x.
Further, Proposition 1(ii) implies that for players ¢ € {1,2} there exists a balanced
value with x; = 0. Since v({1,2}) > 0 there cannot be a balanced value with
x1 = 29 = 0. Therefore we can conclude that there are at least three balanced values.
It can be verified that (0,3/2,3/2), (3/2,0,3/2), and (15 — 3v/5,15 — 3v/5,61/5)

are the balanced values for (N, v), while the core consists of the single point (1,1,1).

However, for any monotone simple game (N, v), every core allocation is a balanced

value. Recall that a game (N, v) is simple if v(S) € {0, 1} for all S C N.
Proposition 3. If (N,v) is a simple monotone game, then Core(N,v) C B(N,v).

Denote the class of all games with at least one balanced value by Gz. We provide

a characterization of the balanced solution among solutions defined on Gg. We
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adapt the HM-reduced game property that characterizes the Shapley value in Hart
and Mas-Colell (1988, 1989). The HM-reduced game property considers situations
in which some players ‘leave’ the game. This property states that the payoffs of
players that do not leave the game do not change if we consider an appropriately
defined reduced game on the set of players remaining in the game. In this reduced
game the worth of each coalition equals the worth of the union of this coalition
and all players that leave the game minus the payoffs of the leaving players in the
corresponding restricted game. The formal description is the following.

Let (N,v) € G, f be a solution on the class G, and T C N. The Hart and

Mas-Colell reduced game (T, T} is given by
Th(S) = v(SUT®) — fre(SUTE, vgure) for all S C T,

where T = N \ T is the coalition of leaving players and vg e is the restricted game
on SUT® given by vgure(H) =v(H) for all H C SUT".

A solution f satisfies the HM-reduced game property if f;(N,v) = f;(T, Eé) for
every (N,v) € G, T C N, and 7 € T. Hart and Mas-Colell (1988) used the HM-
reduced game property to axiomatize the Shapley value.

To characterize the balanced solution we use a different reduced game which we
refer to as the proportional reduced game. In this reduced game that results after
some players have left the game, the dividend of a coalition S of the remaining
players is equal to the dividend of coalition S in the original game plus a share in
the original dividends of all coalitions containing S and players who left the game.
These shares are determined by the payoffs of the players in the original game. Here

we have a formal definition.

Definition 4. Let (N,v) € G, x € X(N,v), and T'C N be nonempty. We define

the proportional reduced game (T, v%) by determining its dividends

x
Arz(S) = Ano(S) + E 5 Ay, (SUK)
Tsuk
KCTe,K#0

zsuk #0

B
S Avo(SUK), SCT.
i SR UE)
KCT¢,K#0

zsuk =0
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Definition 5. We say that a solution F' satisfies the proportional reduced game
property on a class C C G if, for every (N,v) € C, x € F(N,v), and nonempty
T C N, we have (T,v}) € C and z|p € F(T,v}).

Remark 3. The formula for Ar,s (S) can also be written as follows

|51

Ts
Ary(S)= ) A (SUK)+ Y Ay, (SUK).
KQT; TSUK Kt SUK|
zsuk 70 TSUK=

Similarly to the HM-reduced game property, the proportional reduced game prop-
erty can be seen as a consistency property. The just defined notions provide a ‘partial

axiomatization’ of the balanced solution whose proof is contained in Section 4.

Proposition 4. (i) The balanced solution satisfies the proportional reduced game
property on Gpg.
(ii) If an efficient solution F' on Gp satisfies the proportional reduced game prop-

erty on Gg, then F(N,v) C B(N,v) for every (N,v) € Gp.

Now we introduce the converse proportional reduced game property to obtain a

characterization of the balanced solution.

Definition 6. A solution F' is said to satisfy the converse proportional reduced game
property on a class C if, for every (N,v) € C and every x € X (N, v) satisfying vf € C

and z|r € F(T,v%) for every nonempty 7' C N, we have x € F(N,v).
A characterization of the balanced solution on Gg can be formulated as follows.

Theorem 3. A solution F' on Gg is efficient, satisfies the proportional reduced game
property and the converse proportional reduced game property on Gg if and only if

it 1s the balanced solution.

The proof again can be found in Section 4. Note that we characterize a set-valued
solution, while Hart and Mas-Colell (1989) characterize a single-valued solution.
Comparing our proportional reduced game with the HM-reduced game, we see that
the latter takes account of payoffs of ‘leaving’ players in restricted games (T, vr),

while what matters in our proportional reduced game are the payoffs of ‘leaving’
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players in the original game (N,v). Because the cardinality of player sets in re-
stricted games is lower than the cardinality of the player set in the original game,
the induction hypothesis in the proof of Hart and Mas-Colell (1989) uniquely deter-
mines the payoffs of players in the HM-reduced games. This cannot be done in the
proof of Theorem 3.

Hart and Mas-Colell (1989) characterize the Shapley value by their reduced game
property and standardness for two player games meaning that in any two player game
each player gets its own singleton worth plus half of the dividend of the two player
‘grand’ coalition. Note that the above given axioms that characterize the balanced
solution on Gg imply proportional standardness for two player games meaning that
in any two player game with positive singleton worths the worth of the two player
‘grand’ coalition is allocated proportionally to the singleton worths.

Hart and Mas-Colell (1989) also characterize weighted Shapley values by a ‘weigh-
ted’ standardness for two-player games property and the HM-reduced game property.
However, their weighted Shapley values consider exogenously given weights which are
the same for both the original and the reduced game. The balanced solution does
not satisfy the HM-reduced game property because the endogenously determined
balanced weights in the HM-reduced game (i.e., components x; of a balanced value
x in the HM-reduced game) can be different from the balanced weights in the original

game.

4. PROOFS

4.1. Proof of Theorem 1. Some of the results presented in this subsection are
standard (e.g., Lemma 4 and 5). We include them for the convenience of the reader.
Let (N,v) € G. The symbol Xy(N,v) denotes the set of all z € X(N,v) with
nonnegative coordinates. Usually we will write just Xy instead of Xy (N, v).
Let S C N and x € RY be a nonnegative vector (i.e., all coordinates of = are
nonnegative) with g > 0. We set

_1\ITI-IS] _\ITI-IS]
k)= T = BT

x x
TCN T TCN T
T3S T3S
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We establish properties of h;, kg, and gs needed in the sequel. In the proofs we will
abbreviate notation Ay, (7) to A(T') in case there is no confusion about the game

we consider.
Lemma 1. Let (N,v) € G and i € N. Then

) =w; ) ks(a)(v(S) —v(S\ {i}))

SCN
€S

for x € Xy with z; > 0.

Proof. 1t is known that the dividends can be expressed as

AT)=> (-1 8ly(s), T CN.

SCT
We can write

he) = 3 AT =3 2 <Z<—1>'T'S'v<s>>

x x
Ten T rcn 7T \scr

1€l €T

—%Z Z \TI s 1 ()

SCN TCN LT
TDS4eT

:xiz Z(_ 7| ISI +=’Ezz Z 1)/l \S\ (S)

SCN TCN SCN TCN
i€S TDS,ieT igS TDSieT

_xzz Z |T| \S\ 1 (S)

SCNTCN
i€S TOS

o 3 S (DI (R ()

RCNTCN
i€ER TDR

_ %Z Z 1)1 |S| 1 _ %Z Z 1)TI= IS\ 1 (5\{1})

SCNTCN SCNTCN
i€S TDS i€S TDS

=2; Y ks(x)(v(S) —v(S\ {i})).
SCN
€S

OJ

Lemma 2. Let N be a finite nonempty set, S C N, and v € RN be a nonnegative

vector with xg > 0. Then we have kg(x) > 0 and qs(z) > 0.

Proof. We start with the following claim.
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Claim 1. Let g be a positive C* function on (0, +00) such that (—1)Pg® is positive
on (0,400) for every p € N. Then for every nonempty finite set N, S C N, and
every nonnegative vector x € RN with x5 > 0 we have
S ()T g(er) > 0.
Proof. Fix a nonempty finite set N and denote |N| = n. If |S| = |N|, then the
assertion obviously holds since ¢ is positive. Assume that the assertion is valid for
this N and every g, S, and z satisfying the required properties and moreover |S| > k,
where k < |N|.
We are going to prove the assertion for S C N with |S| = k£ and nonnegative

r € RY with g > 0. Take i € N\ S. Define an auxiliary function ¢ by

V) = Y )T Flgang + 2+ Y ()T Eg(ar), 2 €[0,00).

TCN TCN
TDSU{i} T28S,i¢T
We have
(2) P0)= Y —(=)H g+ Y (=) lg(ar) =0,
LCN TCN
LDS;i¢L T28S,i¢T

We compute the first derivative of ¢

77Z)/(Z) _ Z (_1)|T|—\S\g/(IT\{i} + Z)
TCN
TS504i}
Set P := S U{i}. Using the induction hypothesis, we obtain
(3) V'(z) = Z(—l)lT‘_‘P‘(—g')(l‘T\{i} +2)>0 for z € [0, 400).
i
)

Here we have used the fact that the function —g' = (—1)'¢" is positive and satisfies

the required conditions on signs of its derivatives. Using (2) and (3), we obtain
W) =Y ()" Blg(zr) >0
TCN
T3S
and the claim is proved. [

Applying Claim 1 to the functions g(t) = 1/t and g(¢t) = 1/t* the proof of Lemma
2 is finished. O
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Throughout this subsection and in subsections 4.2 and 4.3, we will assume that
the considered game (N, v) is monotone and satisfies v(N) > 0. Then we have that
the corresponding set X, is nonempty. If v(N) = 0, then the assertions of Theorem

1, Theorem 2, and Proposition 1 are trivial or vacuous. Again, we denote |N| by n.

Lemma 3. (i) The mapping h is continuous on X, .

(ii) We have h(x) € Xy for all x € X .

Proof. The statement (i) is obvious. As for (ii), recall that h(x) € X for every z € X
by Remark 1. Using monotonicity of the game (NN, v), Lemma 1 and Lemma 2, we
see that h;(z) > 0 for every € X, and ¢ € N. Thus we have h(z) € X, for

r e X;. 0
Now we define the mapping H : X, — 2% by
H(z)={aeR"|3(a?) C X, : 2/ =, h(2?) — a}.

Lemma 4. (i) The set {(z,y) € Xo x Xo |y € H(z)} is closed.
(ii) The set H(x) is a nonempty compact subset of Xq for every x € X.
(i) We have H(x) = {h(z)} for every x € X.

Proof. (i) Take sequences (z7), 2/ € Xj, and (y’) such that 2/ — z € X, ¢/ €
H(x7), and 3/ — y. For each j € N there exists 2/ € X, such that ||z/ —27|| < 1/j
and ||h(27) — y?|| < 1/4. Then 2/ — x and h(2?) — y. Consequently, y € H(x).

(ii) Fix z € Xp. Since X is compact, we have H(z) C Xy by Lemma 3(ii). Using
(i) and compactness of Xy, we get that H(z) is compact. To prove that H(x) # ()
take a sequence (z7), 2/ € X, with 27 — z. By Lemma 3(ii) the sequence (h(z’)) is
contained in the compact set Xy. Therefore, there exists a convergent subsequence
(h(x7))2, with a limit a € Xy. Thus o € H(x), showing that H(z) # .

(iii) This follows from continuity of h on X. O

Now let us define a mapping F' from X, to the set of all convex subsets of X

such that F'(x) is the convex envelope of H(x) for every x € X.

Lemma 5. (i) The set F(x) is a nonempty convex compact subset of Xq for all

J]GX().
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(ii) We have F(x) = {h(z)} for every z € X,.
(iii) The set {(x,y) € Xo x Xo |y € F(x)} is closed.

Proof. (i) This assertion immediately follows from Lemma 4(ii), convexity of Xj,
and the well-known fact that the convex envelope of any compact subset of R” is
compact.

(ii) This part clearly follows from Lemma 4(iii).

(iii) Take sequences (z7), ¥/ € Xp, and (y’) such that 27 — z € Xo, v/ € F(a7),
and ¢/ — y. Now we use Carathéodory’s theorem, which asserts that each element
of the convex envelope of a set M C R"™! can be written as a convex combination
of n elements of the set M. Since the simplex X, is n — 1 dimensional, there are

ol ... 0d €]0,1] and 37, ... 4P € H(27) such that
Ay’ ++ady =y and ) al=1
s=1
Going to subsequences, if necessary, we may assume that o/ — «a, € [0,1], and
y/* — y°5. Then
a4+ oy =y  and Zas =1
s=1
Since the graph of H is closed by Lemma 4(i), we have that y>* € H(x), and thus
y € F(x). O

Kakutani’s theorem (see Kakutani, 1941, or, e.g., Franklin, 1980) states that
any multivalued F' from a nonempty compact convex subset D of R" to itself such
that the graph of F' is closed and F'(x) is convex, closed, and nonempty for all z € D,
has a fixed point, i.e., there exists an z* € D such that z* € F(z*).

Since we have shown that F' and its domain X satisfy the assumptions of Kaku-

tani’s theorem, we have the following lemma.
Lemma 6. There exists x* € Xy such that z* € F(x*).
The next lemma shows the relationships between fixed points of h and F.

Lemma 7. Let 2* € X be such that x* € F(x*). Then h(z*) = z*. Moreover, if
we set Q ={i € N |z} =0}, then v(Q) = 0.
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Proof. We distinguish two cases.

a) If 2* € X, then z* € F(z*) = {h(z*)} (Lemma 5(ii)) and, consequently,
x* = h(z").

b) Suppose now that z* € Xy \ X,. From the definition of F there are elements
2. .., 2P € H(x*) and fi,..., B, € (0,1] such that >-*_, f; =1 and

(4) Bizt 4+ Byt = 2.

Denote Q = {i € N | ¥ = 0}. Since 2/ > 0, j = 1,...,p, the equation (4)
guarantees that zf =0 foreveryie @, j€{l,...,p}. Let us simplify the notation
by setting z := z'. Since z € H(x*) there exists a sequence (z7), 7 € X, such that
2/ — x* and h(27) — 2.

For i € ) we have lim;_, 2} =0 and lim; o h;(27) = 0. Further, we get

Suie) -3 ( ¥ Saw)
icQ icQ \SCNies Ts
o) !
=> dOEAG) |+ DD AWB)
i€Q icn, Ts SCQiESxé
i€5,5\Q#0 -7
z z
=1 > —AS) +> 0 > —AS)
i€eqQ iesség\%#w S i€Q \SCQ,ies S
7
=>"1 > gA(S) + D AS)
i SCN SC
<@ i€S,5\Q#0 =9
=> 1 > x—jA(S) +0(Q).
i S
@ \ e

The limit of the left side is

1i hi(z7) = 0,
Jim > hu(a)

i€Q
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and, since S\ @ # 0 implies 2% > 0, we have also

J
€T
li —~A(S)| =0.
m> |2 SAG)
1€Q SCN S
i€8,5\Q#0

Therefore, we have v()) = 0. This proves the second part of our statement.

By monotonicity of (N,v) we get v(S) = 0 for every S C . Consequently,
A(S) =0 for all S € Q. Then

hi(x) = Z x—SA(S) + Z jA(S)

SCN SCN ‘ ’

1€8,2.57#0 i€8,25=0
T; 1
D CIE Y EA(S), z € Xo.
SCNges TS SCN,ieS
S\Q#D,xs#0 S\Q#0,x5=0

Since xf > 0 for all i € N \ @, there exists a neighborhood V' of z* such that, for
every v € XoN'V and S C N with S\ Q # 0, we have x5 > 0 and
hx)= Y A
SCN,ieS LS
S\Q#0,x57#0
From this we conclude that h is continuous at x*.

From the continuity of h at fixed point x* of F' it follows that z* € F(z*) =
{h(z*)}, and thus x* = h(z*). O

Now we immediately see that the assertion of Theorem 1 holds.
Note that we could not apply directly Brouwer’s fixed point theorem since the
mapping h(N,v) is not continuous on X (N, v), as illustrated in the following exam-

ple.

Ezample 2. Consider the monotone game (N,v) given by N = {1,2,3} with the
dividends

Ana(S) = 1 if S e {{3},{1,2}},

0 otherwise;

and ¢ = (g,2¢,2 — 3¢). Clearly, h(z°) = (1/3,2/3,1) whenever ¢ € (0,2/3) and
h(zf) = (1/2,1/2,1) for € = 0.
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4.2. Proof of Theorem 2.
Lemma 8. For every x € Xy we have h(z) € F(x).
Proof. Denote Q = {i € N | z; =0} and for ¢ > 0 we set

. € for i € Q;
Y, =

Ii—%g fOI'iGN\Q.

If € > 0 is sufficiently small, then y* € X, and we have

Y A= 3 z—EA(S)Jr 3 #A(S), i€q.

SCN Ys scn Y8 SCN
i€sS 1€S,x57#0 1€S,x5=0

Now it is easy to see that h(y®) — h(z) for ¢ — 0+. This shows h(x) € H(z) C F(z)

and we are done. O

Now we prove Theorem 2. By Theorem 1, the set B(N,v) is nonempty. Using
Lemma 1 and superadditivity of (N, v), we get for x € X, with z; > 0 the following

estimates.

) = ;) ks(x) (0(S) —v(S\ {i}))

5 =
> ;) (ks(a) - o({i}) = zi-v({i}) - ) ks(x)

SCN SCN

€S €S

The term » scn ks(x) can be rewritten as follows

=
\Tl 5]
S oksta) =30 3
SCN SCN TCN
€S i€S TOS
-y y B
TCN SCT
i€T (€S
IT\
-y (B ).
TCN SCT,icS

ieT
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Further, we compute

IT|-1
> ()= R (T == > (-
SCT,ieS RCT\{i} n=0 RCT\{i}
|R|=n
7| -1 7] —1 -1 (1T =1
_ _ _ -1
(( 0 b)) T
-1 for |T| =1,

—(1 -1t =0 for |T|> 1.

Thus we get
B (_1)\T|+1 B 1
(6) D kst = > S — =
SCN TCN
i€s €T, T|=1

The inequality (5) and the identity (6) yield h;(z) > v({i}) for = € X with z; > 0.
Now let z* be a balanced value of the game (NN, v). Denote Q = {i € N | z} = 0}.
If i € N\ @, then we have } > 0 and so z} = h;(z*) > v({i}) as shown above.
By Lemmas 7 and 8 we have v(Q)) = 0. By monotonicity this leads to v({i}) =0
for all i € @, and we have zf = v({i}) for every i € @, showing individual rationality

of the balanced solution for monotone superadditive games.

4.3. Proof of Proposition 1. We again use the same notation as in the previous
subsections.

(i) Set Z = {z € Xy | z; = x;}. The set Z is nonempty, compact, and convex. Let
F' be the mapping defined in subsection 4.1 after Lemma 4. We define a multivalued
mapping G by G(x) = F(x)NZ. Using the symmetry of the players ¢ and j, we have
that h;(x) = h;(z) whenever x € Z. This and Lemma 8 implies that h(z) € G(z)
for every x € Z. Consequently, G(x) # () for every x € Z. Further, it is clear that
G(z) is a compact convex set and the set {(z,y) € Z x Z | y € G(x)} is closed
(see Lemma 5). Applying Kakutani’s theorem, we get a fixed point z* € Z of the
mapping G. Then clearly z* is a fixed point of F' and 2} = z7. By Lemma 7 we get

that z* is a fixed point of A.

(ii) The idea of this proof is the same as in the previous part. Set R = {z € X |

x; = 0}. The set R is nonempty, compact, and convex. Let F' again be the mapping
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defined in subsection 4.1. We define a multivalued mapping G' by G(z) = F(x) N R,
x € R. It is clear that G(z) is a compact convex set for every # € R and the set
{(z,y) e Rx R |y € G(x)} is closed.

We also show that G(z) is nonempty whenever x € R. To this end, fix z € R.
Since v(N) > 0, one can find j € N with z; > 0. We define y* € X by

(
g? for k = i;

Yo = ap+e for k€ N\ {i,j};

z;—e?— (I[N =2)e for k= j.
\

For every ¢ > 0 we have y* € X and for sufficiently small € > 0 we have y* €
X,. Then we have lim._o, y°* = x, and a straightforward computation results in
lim. o1 y5/ys = 0 for every nonempty S C N with S # {i}. Using this and
A({i}) = 0, we infer lim._o; h;(y°) = 0. This implies that there exists a sequence
(y7) of elements of X going to x such that (h(y’)); converges to some a € X with
a; =0. Thus o € F(z) N R and G(x) # 0.

Applying Kakutani’s theorem, we obtain a fixed point * € R of the mapping G.
Thus zf = 0 and z* € F(z*). By Lemma 7 we get that z* is a fixed point of h.

(ili) Suppose that v({i}) > 0 and z* is a balanced value of (N,v). Applying
Lemma 8, we get 2* € F(z*). Now from Lemma 7 it follows that =} > 0 since

otherwise v({i}) = 0.

(iv) Suppose on the contrary that there exists a balanced value z* of (N, v) with
xy # x;. Without any loss of generality we may assume that £k = 1, [ = 2, and
xy < . Define y* € Xy by yj = 23, y5 = 27, and yf = xf, i € N\ {1,2}. Because
of the symmetry of players 1 and 2 we have hy(y*) = ho(2*) = yi.

For t € R set z(t) = (1 —t)z* + ty* and define an auxiliary function g on [0, 1] by

g(t) = Y ks(=(£)(0(S) = v(S\ {1}))-
i
Since v({1}) > 0 and v({2}) > 0, we have 2} > 0 and x3 > 0 by Proposition 1(iii).
Then we have g(0) = hy(z*) /27 = 1 and g(1) = hy(y*)/y; = hao(z*) /x5 = 1. Further,
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we compute

D 0= (-0 X (GEC0) - G 005) o5\ (1)
SCN
1esS

For S C N with 1 € S and = € X with x5 > 0 we have

Ok ok _ _ _ _
O (a) = T (@) = 32 (I - YD () )
1 T2 TCN TCN
TS TDS 26T
= Y )Ty = - 3 ()
TCN TCN\{2}
TD2S,2¢T DS

If 2 € S then the last term is 0, otherwise it is negative by Lemma 2. Since

x5 —x7 > 0, we thus get ¢’ <0 on (0,1). But we know also that

(03— a0) (Gb(o) - FEL@)) (1)) = (@) <0, 2 € Ko 11 >0,

and this yields ¢' < 0 on (0,1). This is in contradiction with g(0) = g(1) = 1.
4.4. Proof of Proposition 2. We start with the following claim.

Claim 2. Let (N,v) € G, C be a component of (N,v), and i € C. Then
hi(N,0)(y) = hi(C,ve)(yle)  for every y € X(N,v),

where (C,ve) is the restriction of (N,v) to C, i.e., vo(S) = v(SNC) for every
SCcC.

Proof. Firts of all, we prove that if S C N intersects both C' and N \ C, then
A(S) = 0. If S contains just two elements, then the observation follows directly
from the definition of component. Now take a set S with the required property and
assume that the observation holds for all sets having less elements than S. Using
this assumption and the definition of component we have
A(S)=v(S) =Y _AT) =0v(S) = > AT)- Y AT
TCS TCSNC TCS\C

= o(8) —v(SNC) —v(S\ C) = 0.

Then the assertion of Claim 2 follows immediately from the observation that

A (S) = Acaey(S) if S C C. O
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We will continue with the proof of Proposition 2. To prove component efficiency
consider (N,v) € G with a component C' and z € B(N,v). Using Claim 2 we get
To = Z hi(N,v)(z) = Z hi(C,ve)(@|c) = v(0).
ieC ieC
The last equality follows from Remark 1.

Now consider z, 2’ € B(N,v) and a vector z” defined by

x; forie(,

x, forie N\C.

We show that 2" € B(N,v). According to component efficiency we have
Ty = T+ 2o = Te + 2y = v(C) + (N \ C) = v(N).
Now it is clear that 2” € X,(V,v). Using Claim 2, for i € C', we have
zj =z = hi(N,v)(x) = hi(C,ve)(zlc) = hi(C,ve)(2"]c) = hi(N,v)(2").

The equality 2} = h;(2") for i € N\C immediately follows since N\C'is a component
of (N, v) as well.
The null player property of the balanced solution follows from component effi-

ciency since C' := {i}, where ¢ is a null player in (N, v), is a component in (N, v).

4.5. Proof of Proposition 3. Let (N,v) be a simple monotone game. Suppose
that = € Core(V,v). Then there exists a coalition 7" C N such that v(S) =1 if and
only if " C S C N.

If A(S) # 0, then zg = 1. Indeed, A(S) # 0 implies v(S) # 0. This yields ' C S
and 1 > xg > xp > v(T) = 1, showing zg = 1.

Applying this observation, we get

L5 .
hi(x) = Sg%;s ToAS) =2 SQ%;ESA(S) =1 SQ%GSA(S), i €N.
z5=1 zg=1

The last equality holds since we added just the zero dividends. Since the last sum

equals v(N) = 1, we have h;(z) = z; and we are done.
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4.6. Proof of Proposition 4. The following lemma will be useful in the sequel.

Lemma 9. Let (N,v) € Gg, x € B(N,v), and T C N be nonempty. Then we have
hi(T, v (x|7) = hi(N,v)(z) for everyi e T.

Proof. By the definition of Az 2 we have

xX; X,

ZAr, - An,(SUK
SC;GS vs~ il sc;es KCZTC Cwsuk ( )
Es;ﬁo rs#0 TSUKHO

z; |S]
. An,(SUK).
+ Z Z ISUK]| Nl )

SCT,ieS KCT¢
zs#0 zsux=0

For z € Xo(N,v) and S C N, xg = 0 implies that x; = 0 for all i € S. It follows
that xsux = 0 implies xg = 0; thus the last term in the expression above disappears

SO we can write

2. 2 ;

SCT,ieS KCT*®
15750 TsuK 0

- ¥

SCT,ieS KCT*¢
rg7#0

J(SUK)

Ano(SUK).
TSUK

Similarly, we can write

> ghe= Y Y g

SCTieS SCT,ieS KCT*
zs=0 z5=0 xSUK;éU

ANU(SUK)

xSUK

|51

In the expression above we have xg = 0 and ¢ € S. Thus x; =

replace the zero term il S‘

TSUK

£ Y Yo

SCT,ieS KCT¢
zs=0 zsuk=

=2 2.7

SCTZGSI(CTC
rs=0 xzr#0

DS

SCTyieS KCT*
wS:O CEK:(]

=0
1

SUK\

Ano(SUK
|SUK] Nl )

ANU(S U K)
xSuK

— An.(SUK).

0, and we can
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1
2 Tglrs(9= . Z (SUK)
SCries SCries f,;(c%
(9) S S K
——— AN, (SUK).
+ 2 2 50 K‘ No(SUK)
SCT,ieS KCT®
z5=0 2xx=0
Summing up (8) and (9) provides the desired equality. O

Now we can start with the proof of Proposition 3.

(i) The desired assertion follows easily from Lemma 9.

(ii) We will proceed by induction on the cardinality of N. If |[N| = 1, then
F(N,v) = B(N,v) by efficiency of F' and the balanced solution. Let (N,v) €
G, |N| > 1, and suppose that F(N’,v") C B(N',v") for any (N’,v') € G with
IN'| < |N|. Let ¢ € N. Suppose that € F(N,v). The proportional reduced
game property of F' on Gp implies that vy, € Gp and Tl € F({z},vfl}) By
the induction hypothesis we have x|r; € B({z’},vfi}). Using Lemma 9, we get
xi = hi({i}, vy (2[qy) = hi(N,v)(z). Since ¢ € N has been chosen arbitrarily, we
have © € B(N,v).

4.7. Proof of Theorem 3. First we show that the balanced solution satisfies the
converse proportional reduced game property. Take (N,v) € Gg and let x € X (N, v)
be such that z|r € B(T,v7) for all nonempty " C N. Set T' = {i}, i € N. By
Lemma 9 we have

v = hil{i}, v (2l y) = (N, 0) ().

It remains to show that, if an efficient solution F' satisfies the proportional reduced
game property and the converse proportional reduced game property, then F is the
balanced solution. Such an F' coincides with the balanced solution on the class
of one-person games from Gp by efficiency. We will proceed by induction on the
cardinality of N. Assume that F(N’ v") = B(N',v') for every (N',v') € G with
|N’| < |N|. By Proposition 4(ii) we have that F(N,v) C B(N,v). So we are left to
show that B(N,v) C F(N,v).

Suppose that z € B(N,v). Since B satisfies the proportional reduced game

property, it follows that z|r € B(T,v%) for all nonempty 7' C N. By the induction
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hypothesis B(T,v§) = F(T,v%), and thus z|r € F(T,v}) for all nonempty 7' C N.
The converse proportional reduced game property of F' implies that € F(N,v)

and the proof is finished.
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