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Abstract

Here we propose a weighted extension of the equal allocation of nonseparable costs (EANSC). Further, an
axiomatization is also proposed by applying consistency.
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1 Introduction

The equal allocation of nonseparable costs (EANSC) is a well-known so-
lution concept in cooperative game theory. Based on the EANSC, each
player receives his or her marginal contribution plus an equal share of the
remaining utility. Since all players are dissimilar, it is reasonable that
weights could be assigned to the “players” to modify the discriminations
among all players. In this note, we adopt the weight functions to pro-
pose a weighted extension of the EANSC, which we name as the weighted
allocation of nonseparable costs (WANSC). Based on the WANSC, each
player receives his or her marginal contribution plus the part of the re-
mains that does not correspond to an equal share of the remains, but it
corresponds to the given (relative) weights of each player.

Consistency is a crucial property of solutions. Consistency allows us
to deduce, from the desirability of an outcome for some problem, the de-
sirability of its restriction to each subgroup for the associated reduction
the subgroup faces. It has been investigated in various classes of prob-
lems, always based on reductions. Moulin (1985) introduced a notion
of consistency to characterize the EANSC. Hwang (2006) characterized
the EANSC not by means of a consistency property with respect to a
reduced game, but making use instead of a property that analyzes the
behavior of the solution with respect to an associated game. Hwang and
Hsiao (2007) showed that the EANSC can be expressed as the sum of
both internal dividends and external losses. Subsequently, Liao (2008,
2010) extended the EANSC to multi-choice TU games and interval TU
games respectively.

Here we study the reduction and related consistency introduced by
Moulin (1985). Inspired by the axiomatization of the Shapley value
(1953) due to Hart and Mas-Colell (1989), we also axiomatize the WANSC
by means of the consistency and the weighted two-person standardness.
The weighted two-person standardness asserts that all players allocate
utilities by applying the weights proportionably in all two-person games.

2 The weighted allocation of nonseparable
costs

Let U be a non-empty and finite set of players. A coalition is a non-
empty subset of U. A coalitional game with transferable utility (TU
game) is a pair (N,v) where N is a coalition and v is a mapping such
that v : 2% — IR and v(0) = 0. Denote the class of all TU games by
G. A solution on G is a function ¢ which associates with each game



(N,v) € G an element (N, v) of IRY. Let ¢ be a solution on G. We say
that 1 satisfies efficiency if for all (N,v) € G, >,y ¥i(N,v) = v(N).

Definition 1 The equal allocation of nonseparable costs (EANSC),
denoted by n, is the solution which associates with (N,v) € G and each
player i € N the value

m(N,v) = Bi(N,v) + |N| [v k%jvﬁkzvv (1)

where B;(N,v) = [v(N) —v(N \ {i})].

Next, we propose a weighted extension of the EANSC. Let w : U —
R* be a positive function, then w is called a weight function. Given
(N,v) € G and a weight function w, for all S C N, we define w(S) =
> ics w(i). The weighted extension of the EANSC is as follows.

Definition 2  Let w be a weight function. The weighted allocation
of nonseparable costs (WANSC), ", is the solution which associates
with (N,v) € G and all players i € N the value

w(%)

w(N

e (N,v) = Bi(N,v) + = Bu(N,v) (2)

keN

3 Reduced game and axiomatization

In this section, we introduce the reduced game introduced by Moulin
(1985) to characterize the WANSC by means of related consistency.

Definition 3 (Moulin, 1985) Given a solution v, (N,v) € G and
S C N, the reduced game (S,vg,) with respect to ¢ and S is
defined by for all T C S,

7ZfT:(Z)7

0
vsy(T) = { v(TU(N\S))— > ¥i(N,v) , otherwise.
1EN\S

The reduced game is based on the idea that, when renegotiating the
solution ¢ within S, it is assumed that the coalition T C S cooperates
with all the members of N \ S, paying off each of them at initial payoff
(N, v), wherei € N\ S. For the reduced game, there is a corresponding
consistency as follows.

Definition 4 A solution 1 satisfies consistency if 1;(S, vsy) = ¥;(N,v)
for all (N,v) € G with |[N| > 2, for all S C N and for all i € S.



Remark 1 Moulin (1985) characterized the EANSC by means of the
consistency property.

Lemma 1 The WANSC satisfies efficiency.
Proof. Let (N,v) € G. By Definition 2,

SN = 5 [B(N ) + 2 [u(N) = X BN v)]]

iEN iEN , kEN
- ZN Bi(N,v) + ZN - [o(N) = kz;v Be(N,v)]
1€ S €
= a0+ B - 2
1€ S
=v(N).
Hence, the WANSC 7" satisfies efficiency. ]

Lemma 2 The WANSC n®" satisfies consistency.

Proof. Given (N,v) € Gand S C N. If S = {i} for some i € N, then
by efficiency of n",

N (S, vs) = Vs (S) = 0(N) = Y (N, v) = (N, v).
ki
Assume that |[N| > 2 and |S| > 2. By the definitions of 5 and vg,w, for
alli e S,

Bi(S, vs) = [v50(S) — v, (S \ {i)]
— (V) = ¥ N Se(N AL+ X aE(N,)]

keEN\S keEN\S
= [v(NV) —o(N\ {i})]
= Bi(N, )

By equations (1), (2), (3) and Definition 3, for all i € S,

(3)

U?(Sa Us nw)
= Bi(S,vsuw) + (( [Usm (S) — kzsﬁk(s ,vs,w)] ( by equation (2) )
= Bi(N,v) + ;”((;)) Ug I;gﬁk(]\f ,v)] ( by equation (3) )
= Bi(N,v) + = - U(N S (N, v) — 3 Bi(N,v)] ( by Definition (3) )
‘ keN\S kes
= B;(N,v) + ;”((;)) ST] kzsﬂk(N ,v)] ( by efficiency of 5*)
= Bi(N,v) + w((;)) w((f,)) kz;vﬁk(N v)” ( by equation (2) )
= Bi(N,v) + = - [v() kz;v Br(N,v)]




Hence, the WANSC n" satisfies consistency. ]

Inspired by Hart and Mas-Colell (1989), we characterize the WANSC
by means of the properties of consistency and weighted standard for two-
person games.

Definition 5 A solution ¢ satisfies weighted standardness for two-
person games (WST) if for all (N,v) € G with N = {i,j},

. . w(1)
dji va = |V Z?j —v .] + N . N
(V.0) = i )= U D e
Remark 2 [t is not difficult to derive that if a solution ¢ satisfies WST
and consistency, then for all ({i},v) € G, ¥({i},v) = v({i}). The tech-
nique of the proof can be found in Hart and Mas-Colell (1989).

)-[v{ih+e({7H—v({i, 5})]-

Lemma 3 Let ) be a solution on G. If satisfies WST and consistency,
then it also satisfies efficiency.

Proof. Suppose 9 satisfies WST and consistency. Let (N,v) € G. If
|N| = 1, then 1 satisfies efficiency by Remark 2. If |[N| = 2, it is trivial
that v satisfies efficiency by WST. Assume that |N| > 2 and i € N. By
Remark 2 and definition of vy 4,

vil{id, o) = vie({i}) = o(N) = Y de(N, v). (4)

ki
By consistency of 1,
vil{i}, vye) = iV, v). (5)
By equations (4) and (5),
v(N) = Zwk(N,v).
keN
Hence, 1) satisfies efficiency. [

Theorem 1 A solution b on G satisfies WST and consistency if and
only if v =n".

Proof. By Lemma 2, n" satisfies consistency. Clearly, n
WST.

To prove uniqueness, suppose ¢ satisfies WST and consistency. By
Lemma 3, 1 satisfies efficiency. Let (N,v) € G. Suppose |[N| = 1. By

W gatisfies



Remark 2 and Lemma 3, ¢(N,v) = n*(N,v). If |[N| = 2, it is trivial
that ¥(N,v) = n*(N,v) by WST. The case |N| > 2: Let i € N and
S ={i,j} for some j € N\ {i}. Then

Vi(N,v) = (N, v) = (S, vs6) — 0j°(S,vsy»)  (by consistency of 1, n")
= 0(5,vs) — 0" (S, vse)  (by WST of 9, 1*)
s [vsl8) + vsu({i}) — vsu({})]

T [pse(9) + vsu (i) = vse (1)
(6)

By the definitions of vg, and vg e,

vsp({i}) —vse(() = [N\ GH -] g

= Vg ({i}) = vse ({7})-
By equations (6), (7), the definition of vg, and the efficiency of ¢ and
n*,
Gi(N,0) = (N,v) = ﬁ Josu(S) = s (9)]
ot (N, ) + w,(N v) = n(N,v) = (N, v)].

That is, for all 7,7 € N,

w(j) v o w@ N Y 9N
TGy [0 (V0] = S e [ (N 0 = (V)
By efficiency of ¢ and 0",
0= o(N)=o(N) = 1 [15(¥,0) = (V.)] = L) [ (. )= (. )]
Hence, for all i € N, ¢;(N,v) = n*(N,v). "

The following examples are to show that each of the axioms used in
Theorem 1 is logically independent of the remaining axioms.

Example 1 Define a solution 1 by for all (N,v) € G and for alli € N,
v(N)
IN|
Clearly, v satisfies consistency, but it violates WST.
Example 2 Define a solution 1) by for all (N,v) € G and for alli € N,

. _ J oo (Ne) i INE< 2,
Hi(N,v) = { n:(N,v) , otherwise.

Clearly, ¥ satisfies WS'T, but it violates consistency.

Yi(N,v) =
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