~ A Service of
’. b Leibniz-Informationszentrum

.j B I l I Wirtschaft
) o o o Leibniz Information Centre
Make YOUT PUbllCCltlonS VZSlble. h for Economics ' '

Andersson, Tommy; Ehlers, Lars

Working Paper
An Algorithm for Identifying Agent-k-linked Allocations in
Economies with Indivisibilities

Working Paper, No. 2014:35

Provided in Cooperation with:
Department of Economics, School of Economics and Management, Lund University

Suggested Citation: Andersson, Tommy; Ehlers, Lars (2014) : An Algorithm for Identifying Agent-k-
linked Allocations in Economies with Indivisibilities, Working Paper, No. 2014:35, Lund University,
School of Economics and Management, Department of Economics, Lund

This Version is available at:
https://hdl.handle.net/10419/260131

Standard-Nutzungsbedingungen: Terms of use:

Die Dokumente auf EconStor durfen zu eigenen wissenschaftlichen Documents in EconStor may be saved and copied for your personal
Zwecken und zum Privatgebrauch gespeichert und kopiert werden. and scholarly purposes.

Sie durfen die Dokumente nicht fiir 6ffentliche oder kommerzielle You are not to copy documents for public or commercial purposes, to
Zwecke vervielféltigen, 6ffentlich ausstellen, 6ffentlich zugénglich exhibit the documents publicly, to make them publicly available on the
machen, vertreiben oder anderweitig nutzen. internet, or to distribute or otherwise use the documents in public.
Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen If the documents have been made available under an Open Content
(insbesondere CC-Lizenzen) zur Verfiigung gestellt haben sollten, Licence (especially Creative Commons Licences), you may exercise
gelten abweichend von diesen Nutzungsbedingungen die in der dort further usage rights as specified in the indicated licence.

genannten Lizenz gewahrten Nutzungsrechte.

Mitglied der

WWW.ECONSTOR.EU é@“}


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://hdl.handle.net/10419/260131
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

Working Paper 2014:35

Department of Economics
School of Economics and Management

An Algorithm for Identifying Agent-k-

linked Allocations in Economies with
Indivisibilities

Tommy Andersson
Lars Ehlers

October 2014

UNIVERSITY



An Algorithm for Identifying Agent-k-linked
Allocations in Economies with Indivisibilities®

Tommy Andersson’and Lars Ehlers!

October 15, 2014

Abstract
We consider envy-free and budget-balanced rules that are least manipulable with
respect to agents counting or with respect to utility gains, and observe that for any
profile of quasi-linear preferences, the outcome of any such least manipulable envy-
free rule can be obtained via agent-k-linked allocations. Given this observation, we
provide an algorithm for identifying agent-k-linked allocations.
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1 Introduction

Policy makers often adopt social choice rules and matching mechanisms that are vulnera-
ble to manipulation by strategic misrepresentation (e.g., voting rules, school choice mech-
anisms, and auction procedures). This has motivated researchers to identify rules and
mechanisms that are “least manipulable” according to some predetermined measure. Two
prominent measures are (i) counting the number of profiles at which a rule is manipulable
(Maus et al., 2007a,2007b) and (ii) comparing via set inclusion the preference domains
where different rules are manipulable (Pathak and Sonmez, 2013). Even though those
measures are natural, Andersson et al. (2014a) demonstrated that in the context of as-
signing indivisible objects with monetary compensations among a set of agents, they do
not distinguish envy-free and budget-balanced rules, and a “finer” measure is needed to
identify least manipulable rules among envy-free and budget-balanced rules.!

*Andersson thanks the Jan Wallander and Tom Hedelius foundation, and Ragnar Séderbergs Stiftelse
for financial support. Ehlers thanks FQRSC (Québec) and SSHRC (Canada) for financial support.

"Department of Economics, Lund University, Box 7082, SE-220 07 Lund, Sweden; E-mail:
tommy . andersson@nek.lu.se.

IDépartement de Sciences Economiques and CIREQ, Université de Montréal, C.P. 6128, Succursale
Centre-Ville, Montréal, Québec H3C 3J7, Canada; e-mail: lars.ehlers@umontreal.ca (Corresponding
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1For more on envy-free solutions, see, e.g., Alkan et al. (1991), Aragones (1995), Foley (1967), Tadenuma
and Thomson (1991,1993,1995a,1995b), and Svensson (1983).



In Andersson et al. (2014a), rule ¢ is judged to be more manipulable with respect
to agents counting than rule ¢ if, for each preference profile, the number of agents that
can manipulate ¢ is larger than or equal to the number of agents that can manipulable
1. Andersson et al. (2014b) and Fujinaka and Wakayama (2012) considered a different
approach and calculated the maximal amount by which an agent can gain from manipu-
lating a given rule. In this case, rule ¢ is defined to be more manipulable with respect to
utility gains than rule ¢ if, for each preference profile, the maximal gain that any agent
can obtain by manipulating ¢ is weakly larger than the maximal gain that any agent can
obtain by manipulating 1. Even though these two finer measures appear to be quite dif-
ferent, they share one important feature. Namely, as observed in this paper, for any given
preference profile, the outcome of least manipulable envy-free rules can be identified via
agent-k-linked allocations. Here, an allocation is agent-k-linked if for each agent i, there is
a sequence of agents from ¢ to k£ such that any agent in the sequence is indifferent between
his consumption bundle and the consumption bundle of the next agent in the sequence.

Even if agent-k-linked allocations have played a central role in other contexts than the
above mentioned (see, e.g., Alkan et al., 1991; Velez, 2011; Fujinaka and Wakayama, 2012;
Tadenuma and Thomson, 1995a, 1995b), an algorithm for identifying these allocations is
missing in the literature. The main contribution of this paper is to provide an algorithm
for identifying envy-free and budget-balanced agent-k-linked allocations under quasi-linear
preferences.

The remaining part of the paper is organized as follows. Section 2 presents the model
and some basic definitions. In Section 3, the two least manipulable envy-free and budget-
balanced rules from Andersson et al. (2014a,2014b) are introduced and it is carefully
explained why agent-k-linked allocations are important for identifying the outcome of these
rules. Section 4 provides the algorithm and the main convergence theorem.

2 The Model and Basic Definitions

Let N ={1,...,n}and M = {1,...,m} denote the sets of agents and objects, respectively,
with |N| = |M|. Each agent ¢ € N consumes one bundle (j,z;) € M x R containing one
object 7 € M and some amount of money x; € R. For each i € N, i’s preferences over
bundles (j, x;) are represented by a quasi-linear utility function u; where

wi(j,z;) = vij + x; for some v;; € R.

A list of utility functions u = (uq,...,u,) is a (preference) profile. Let U denote the set of
profiles.

An allocation (a, z) is a list of |[N| bundles where a : N — M assigns object a; to i € N
and x : M — R assigns monetary compensation z; to j € M. An allocation (a, z) is feasible
if a; # a; whenever i # j ford,j € N,and )\, v; < aforsomea € Ry If Y .\ 75 = «q,
allocation (a,x) is budget-balanced. Let A denote the set of feasible and budget-balanced
allocations. For convenience, we write “allocation” instead of “feasible allocation satisfying



budget-balance”. At profile u € U, allocation (a, ) is envy-free if u;(a;, va,) > ui(a;, 2q;)
for all 4, j € N. Let F(u) denote the set of envy-free allocations at profile u € U.

A rule is a non-empty correspondence ¢ choosing for each u € U a non-empty set of
allocations ¢ (u) such that u;(a;, x,,) = u;(b;, yp,) for all i € N and all (a,z), (b,y) € ¢(u).
A rule ¢ is envy-free if p(u) C F(u) for each u € U. Given u € U, a rule ¢ is manipulable
at u by agent ¢ € N if there exists (4;,u_;) € U and two allocations (a,z) € ¢(u) and
(b,y) € @(t;,u_;) such that w;(b;, yp,) > ui(a;,x4,). If rule ¢ is not manipulable by any
agent at u, then ¢ is non-manipulable at u.

We use the following concepts for describing indifference relations at any allocation
(Andersson et al., 2014a).

Definition 1. Let (a,z) € A and u € U.
(i) For any 4,j € N, we write i —(q4) J if wi(ai, z4,) = ui(a;, z4,),

(ii) An indifference chain at (a,x) consists of a tuple of distinct agents g = (i, ..., i)
such that 19 —(a2) =+ —(a2) k>

(iii) Agent i € N is linked to agent k € N at (a,z) if there exists an indifference chain
(i0,...,1%) at (a,x) with i = iy and iy = k,

(iv) Allocation (a,x) is agent-k-linked if each agent i € N is linked to agent k € N.

Definition 2. Let (a,z) € A. An indifference component at (a,x) is a non-empty set
G C N such that for all i,k € G there exists an indifference chain at (a,x) in G, say
g = (ig, ..., 1) with {ig,...,ix} € G, such that ¢ = ig and i, = k, and there exists no
G’ D G satisfying the previous property at (a, ).

Lemma 1 (Svensson, 2009). Let u € U. If (a,x), (b,y) € F(u), then (a,y), (b,z) € F(u).

3 Least Manipulable Envy-Free Rules

Note the following two facts for any & € N and any u € U,?

(1) there exist allocations in F(u) maximizing k’s utility in F(u). Such allocations will
be called agent-k-preferred. Moreover, (a*, z*) € F(u) is agent-k-linked if and only
if (a*, 2*) maximizes agent k’s utility in F(u);

(2) for any envy-free rule ¢, there exists (4;, u_;) € U such that some (a*, z*) € p(U;, u_;)
is agent-k-linked (under ).

2The first part of Fact (1) is from Alkan et al. (1991), and the second part of Fact (1) as well as Fact
(2) are from Andersson et al. (2014a).



Given a rule ¢ and u € U, let P?(u) denote the set of agents who can manipulate ¢ at w.

Rule ¢ is non-manipulable at u if
| P?(u)] = 0. (1)

Because condition (1) is never satisfied for all profiles by envy-free and budget-balanced
rules (Green and Laffont, 1979), one approach is to search for rules where |P¥(u)| is
minimized for each profile u.

Definition 3. Envy-free rule ¢ is least manipulable with respect to agents counting if for
any envy-free rule ¢, we have |P?(u)| < |P¥(u)| for all u € U.

Andersson et al. (2014a) show the following: first, by their Lemma 4, the set of indif-
ference components is invariant for any two envy-free allocations; and second, agent k
cannot manipulate an envy-free rule iff all allocations chosen by the rule are agent-k-linked
(or equivalently, agent-k-preferred). An immediate consequence is now Andersson et al.
(2014a, Theorem 3) which states that the least manipulable envy-free rules with respect
to agents counting are exactly “maximally preferred” envy-free rules: for each profile u
we choose some agent k£ belonging to an indifference component with maximal cardinality
and then a non-empty subset of agent-k-linked allocations. Note that such allocations
are agent-i-linked for any agent ¢ belonging to the same indifference component as agent
k. Hence, to identify the outcome of a least manipulable envy-free rule with respect to
agents counting, envy-free agent-k-linked allocations must be identified (and then indiffer-
ence components with maximal cardinality may be found). Here it suffices to identify one
agent-k-linked allocation for each k € N.

Andersson et al. (2014b) and Fujinaka and Wakayama (2012) determine the maximal
utility gain which each agent can obtain by manipulating an envy-free rule. For any u € U
and any (a,x) € p(u), let

felo,u) = sup max — ug(be, Yy, ) — ur(ar, Ta,)
(v u— )€U (b:y) €@tk u—r)
denote agent k’s maximal gain from manipulating ¢ at w.

Let ¢ be an envy-free rule, u € U, k € N, and (a,z) € ¢(u). By Fact (1) there
exist agent-k-linked (a*,2*) € F(u). By Lemma 1, now (a,z*) € F(u) and, by envy-
freeness, ug(ay, 7, ) = uk(az,xzz) implying that (a,z*) is agent-k-linked. Observing Fact
(2), Andersson et al. (2014b, Theorem 2) under quasi-linearity implies

fe(p,u) = Vgq, + fUZk — (Vkay, + Tay) = Izk — Tay- (2)
Hence, fir(¢,u) represents the maximal amount of money that agent k can obtain by

manipulating ¢ at w.

Definition 4. Envy-free rule ¢ is least manipulable with respect to utility gains if for any
envy-free rule ¢, we have max;en fi(p, u) < max;ey fi(v,u) for all u € U.

Andersson et al. (2014b, Theorem 5) show that (a) there exist least manipulable envy-free
rules ¢ with respect to utility gains, (b) any such ¢ satisfies fi(p,u) = f;(p,u) for all
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i,7 € N and all u € U, and (c) the allocations chosen by any such ¢ can be identified via
agent-k-linked allocations for any profile u. More explicitly, given u € U start by identifying
one agent-k-linked allocation in F(u), say (a*,a"), for any k € N. Using Lemma 1 and

the above argument, we may suppose that a* = --- = a" = a (and (a,2*) € F(u) is
agent-k-linked). By condition (2), for all k € N, zf > x,, (where (a,z) € F(u)), and
> ken Th > a. Thus, the compensations (z,,,...,z ) need to be reduced by § > 0 in

order to satisfy budget-balance, i.e., we choose § > 0 such that >, \(zk —8) = a.
Andersson et al. (2014b, Theorem 5) show that the allocation (a, (2} — B)ren) is envy-
free. Now obviously, for profile u, any envy-free rule ¢ choosing (a, (:L"Zk — B)ren) satisfies
by condition (2), fi(p,u) = B = fi(p,u) for all i,57 € N. Hence, the outcome of a
least manipulable rule with respect to utility gains may be found via identifying envy-free
agent-k-linked allocations. Again, it suffices to identify one agent-k-linked allocation for
each k € N.

4 Identification of Agent-k-linked Allocations

Fixu € Y and k € N. Similarly to Aragones (1995), our algorithm starts with an arbitrary
envy-free allocation, say (a,z) € F(u). This assumption is not restrictive since such
allocations can be easily found in polynomial time (Klijn, 2000; Haake et al., 2003). In
every step of the algorithm we keep the object assignment a fixed.

Definition 5. A group of agents C' C N is isolated at (a,x) if i />(4) j for alli € N\ C
and all j € C.

An allocation cannot be agent-k-linked if agent k£ belongs to an isolated group C' C N
because then at least one agent is not linked to agent k. The termination criterion for our
algorithm will be the non-existence of an isolated group containing agent k.

Algorithm 1. Let (a,z) € F(u) and set K° = {k}. For each iteration t = 1,...:

Step t. Define K' = K''U{i € N\ K"! | i =, j for some j € K'"'}. If K" = K™,
then stop. Otherwise, continue with Step ¢ + 1.

Lemma 2. Algorithm 1 identifies an isolated group containing agent k in at most |N|
iterations.

Proof. Let Algorithm 1 terminate at Step T. If K7 # N, then i /(.4 j for alli € N\ K*
and all j € KT by construction. Thus, K7 is isolated and k € K7 since {k} = K C KT,

Furthermore, note that |K*| — |[K*"!Y > 1 for all t € {1,...,T — 1}, and Algorithm 1
terminates in at most || iterations. O

Algorithm 2. Let (a,z) € F(u) and set K° = {k} and 2° = z. Let z' denote the
compensations determined in iteration ¢t. For each iteration t =1,...:



Step t. Run Algorithm 1 for (a,z'"') and let N' denote the output of Algorithm 1. If
N\N" = 0, then stop (with output (a,2'~")). Otherwise, let \{; = u;(a;, 2l ') —ui(a;, 2%7)

for each i € N\ N* and each j € N*. Set A' = min;en\ vt jent )‘w and define z* by

V']

= - ™ -\ for each i € N\ N,
N\ Nt
xflj = xfljl + ‘|\T|| - X! for each j € N,

and continue to Step t + 1.

Theorem 1. Algorithm 2 identifies an agent-k-linked envy-free allocation in at most |N|
iterations.

Proof. Note that the adjustment of compensations in Step t from a'~! to 2! respects
budget-balance because (a, z°) is budget-balanced, and by induction, if (a, x'~!) is budget-
balanced, then

Nt
Sl =3t x.|N\Nt|+' v = e =
€N ieEN ‘ | 1eEN
Note that (a,z%) € F(u). By induction, we show that if (a,z'™') € F(u), then (a, ') €
F(u). Equivalently, we show for all i,j € N,

if w;(a;, zh ) > ul(aj,xa "), then w;(a;, zt) > u,(a],:z;t ). (3)

Ifi,j € Nt ori,5 € N\ N', then condition (3) is true because (a,z"') € F(u) and the
adjustments of ;' and z{ ' are identical. If i € N* and j € N\ N, then condition (3)
is true because (a,z'"') € F(u) and 2/ is mereased and ' is decreased Ifie N\ N!
and j € N* then condition (3) is true because (a,z'71) € F (u) and by definition of A,

N <N = ul(az,xfl D — uz(a],SL‘Z D), ie.,

Nt Nt
(i, @) = Vi, + Tl = v, 7l ﬁ'”“wﬁxﬁ?l‘||N||'A§j=
t—1 t |N\Nt| t t—1 |N\Nt| t
= wilag, (z71) = A+ N = (a2l A
U((Z (',Eal ) ’lj+ ‘N‘ 1) U(@] :Uaj >+ ’N| 1]
L INA N
> vm].—kxfzjl—i-w')\t Via, + a2t :ui(aj,xflj).

Because (a,2°) = (a,x) € F(u), now condition (3) yields (a,z') € F(u).

Finally, we show that Algorithm 2 terminates in at most | V| iterations. By construction
of Nt each agent i € N' must belong to an indifference chain g = (i,...,k) at (a,z'1).
Note that at Step ¢, for i € N\ N* and j € N* such that \{; = \’, all the above inequalities
become equalities and we obtain u;(a;, @) = u;(aj, 2} ), i =) j and i € N**'. Note
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that N* C N'*! because for any ¢, j € N* such that ¢ — (4 1-1) j, the adjustments of !

and ) ' are identical and we also have i — (1) j. Thus, [IN“'| — [N*| > 1 as long as
N\ N d # (). Hence, Algorithm 2 terminates in at most |N| iterations. O
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